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SMALL ROYALTY OWNERS EXEMPTION FROM
THE WINDFALL PROFIT TAX

FRIDAY, MAY 23, 1880

U.S. SENATE,
SuBcoMMITTEE ON TAXATION AND DEBT MANAGEMENT

GENERALLY OF THE COMMITTEE ON FINANCE,
Edmond, Okla.

The committee met at 9:20 a.m., pursuant to notice, in Hardeman
Auditorium, the Garvey Center, Hon, David Boren, presiding.

Present : Senators Boren and Dole.

[The press releases announcing these hearings and the bill S. 2521

follow:]
[Press Release May 9, 1980)

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETS HEARINGS ON
ExEMPTING SMALL RovYaLTY OWNERS FROM WINDFALL PROFIT TAX

Senator Harry F. Byrd, Jr., Chairman of the Subcommittee on Taxation and
Debt Management of the Senate Committee on Finance, announced today that
the Subcommittee will hold two hearings on Friday, May 23, 1980. Senator Byrd
noted that Senators Boren and Dole will preside at the hearing.

The first hearing will begin at 9:00 a.m. in the underground tunnel auditorium
between the Sequoyah and Will Rogers Buildings, the State Capitol Complex,
Oklahoma City, Oklahoma. The second hearing will begin at 2:00 p.m., at the
I(great Bend Municipal Auditorium, Williams & Lakin Streets, Great Bend,

ansas.

The hearings will examine the impact of the Crude Oil Windfall Profit Tax
Act of 1980 on royalty owners, independent producers, and future domestic oil
production. The Subcommittee will specifically focus on 8. 2521 introduced by
Senators Dole, Boren, Wallop, Bentsen, Bellmon, Domenici, McClure, Tower,
and Kassebaum. S. 2521 would entirely exempt royalty owners from the wind-
fall profit tax for up to a total of 10 barrels per day of royalty interest.

Senators Dole and Boren said “It is clear to us that the windfall profit tax
will cause massive inequities. It taxes small royalty owners at the same rate as
Exxon and the other oil industry giants. Many royalty owners in Kansas and
Oklahoma—farmers and others—are dependent on the modest royalty checks
they receive to help them weather the currently unfavorable farm market. Also,
there is a sizable number who are retired and depend on their checks to supple-
ment their Social Security payments. It is difficult to justify why these people
should be subject to the tax at all. These are precisely the people we would like
to hear from when we are in Kansas and Oklahoma.”

Witnesses who desire to testify at either hearing must submit a written re-
quest, including the Iocation at which they wish to testify, a mailing address, and
phone number, to Michael Stern, Staff Director, Committee on Finance, Room
2227 Dirksen Senate Office Building, Washington, D.C., 20510, by no later than
the close of business on May 19, 1980.

Legislative Reorganization Act.—Senator Byrd stated that the Legislative
Reorganization Act of 1946, as amended, requires all witnesses appearing before
the Committees of Congress “to file in advance written statements of their pro-
posed testt}'mony, and to limit their oral presentations to brief summaries of their
argument.

(1)
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Witnesses scheduled to testify should comply with the following rules: N
(1) 100 copies of the statement must be submitted at the hearing on the
day the witness is scheduled to testify.
(2) All witnesses must include with their written statement a summary
of the principal points inctuded in the statement,
1z8) The written statements must be typed on letter-size paper (unot legal
8 .
(4) Witnesses are not to read thelr written statements to the Subcom-
mittee, but are to confine their oral presentations to a summary of the points
.included in the statement.

Written statements.—Witnesses who are not scheduled to make an oral pres-
entation, and others who desire to present their views to the Subcommittee, are
urged to prepare a written statement for submission and inclusion in the printed
record of the hearings. These written statements should be typewritten, not
more than 25 double-spaced pages in length, and mailed with five (§) coples to
Michael Stern, Staff Director, Committee on Finance, Room 2227, Dirksen Sen-
?sgo Office Bullding, Washington, D.C. 20510, not later than Friday, June 20,

[Press Release May 16, 1880)

FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT CHANGES JLOCATION
OF HEARING ON EXEMPTION OF SMALL ROYALTY OWNERS FROM WINDFALL PROFIT

TAx

Senator Harry F. Byrd, Jr. Chairman of the Subcommittee on Taxation and
Debt Management of the Senate Committee on Finance, announced that the
location of the hearing on exempting small royalty owners from the Windfall
Profit Tax scheduled for 9:00 A.M,, May 23 in Oklahoma City, Oklahoma has
been changed. .

The hearing will now be held at the Hardeman Auditorium in the Garvey Fine
Arts Center, Oklahoma Christian College, Oklahoma City, Oklahoma. The time
and the date remain unchanged. (See Press Releasé # H-24 for earlier announce-
ment and details concerning requests to testify and submission of written

comments).
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To amend the Internal Revenue Code of 1954 to provide more equitable
treatment of royvalty owners under the crude oil windfell profit tax.

IN THE SENATE OF THE UNITED STATES
APRIL 2 (legislative day, JANUARY 3), 1980

Mr. DoLE (for himself, Mr. BOoreN, Mr. BELLMON, Mr. WaLLoP, Mr. BENTSEN,

To

S Ot A W N

Mr. DomEeNnici, Mr. McCLURE, Mr. TOWER, and Mrs. KASSEBAUM) intro-
duced the following bill; which was read twice and referred to the Committee
on Finance

A BILL

amend the Internal Revenune Code of 1954 to provide more
equitable treatment of royalty owners under the crude oil
windfall profit tax.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. ROYALTY OWNER EXEMPTION.

(a) IN GENERAL.—Subsection (b) of section 4991 of the
Internal Revenue Code of 1954 (relating to exempt oil) is

amended—
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(1) by striking out “and” at the end of paragraph
(3), ‘

(2) by striking out the period at the end of para-
graph (4) and inserting in lieu thereof a comma and the
word ‘‘and”’, and

(8) by adding at the end thereof the following new
paragraph:

“(5) any exempt royalty owner oil.”.

(b) RoyaLtTy OWNER O1L.—Section 4994 of such Code

(relating to definitions and special rules relating to exemp-
tions) is amended by adding at the end thereof the following

new subsection:

“(f) Exempt RoyaLTy OWNER O1L.—

“(1) GENERAL RULE.—For purposes of this chap-
ter, the term ‘exempt royalty owner oil’ means that
portion of a royalty owner’s exempt production for the
quarter which does not exceed such person’z exempt
amount for such quarter.

‘“42) Exempr AMOUNT.—For purposes of this
section—

“(A) IN GENERAL.—A person’s exempt
amount for any quarter is the product of —
“(i) 10 barrels, multiplied by
“(ii) the number of days iln such quarter

(31 in the case of the first quarter of 1980).
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“(B) PRODUCTION EXCEEDS AMOUNT.—If a
person’s exempt production for any quarter ex-
ceeds such person’s exempt amount for such quar-
ter, the exempt amount shall be allocated—

“(i) between tiers 1 and 2 in 'proportion
to such person’s production for such quarter
of domestic crude oil in each such tier, and

“(ii) within any tier, on the basis of the
removal prices for such person’s domestic
crude oil in such tier removed during such
quarter, beginning with the highest of such
prices. '

“(3) EXEMPT PRODUCTION DEFINED.—For pur-
poses of this section, a royalty owner’s exempt produc-
tion for any quarter is the number of barrels of taxable
crude oil—

“(A) of which such person is the producer,

“(B) which is removed during such quarter,
and

“(C) which is tier 1 oil or tier 2 oil.

“(4) RovarLty OWNER.—For purposes of this
section, the term ‘royalty owner’ means any person
who is the holder of any royalty or similar interest.

“(5) ALLOCATION WITHIN RELATED GROUP.—
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“(A)'IN GENERAL.—In the case of persons

who are members of the same related group at
any time, the 10 barrel amount contained in para-
graph (2)(A)() for days during such quarter shall
be reduced for each such person by allocating
such amount among all persons in proportion to
their respective exempt production for such
quarter.

“(B) RELATED GROUP.—For purposcs of
this subsection, persons shall be treated as mem-
bers of a related group if they would be treated as
members of a related group under section 4992(e).

“(C) MEMBERS OF MORE THAN 1 RELATED
GROUP.—If a person is a member of more than 1
related group during any quarter, the determina-
tion of such person’s allocation under subpara-
graph (A) shall be made by reference to the
related group which results in the smallest alloca-

tion for such person.”.

SEC. 2. EFFECTIVE DATE.
The amendments made by section 1 of this Act shall

22 apply with respect to taxable periods ending after Febru-

23 ary 29, 1980.
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Mr, Boren. We will officially open the hearinﬁs at this time, These
are official Committee on Finance hearings of the U.S. Senate.

I have with me conducting these hearings today Senator Robert
Dole of Kansas who is the ranking Republican member of the Senate
Finance Committee. ;

He and I joined together and are sponsorin]g this bill.

I am very proud to have him come to Oklahoma and be hére for
these hearings.

I might mention to you that he and I joined together in another
effort. The day that the windfall profit bill was passed we made one
last effort. Senator Dole and I together offered a motion to send the
bill back to committee with the purpose of taking the royalty owners
out.

We only got 36 votes out of 100 in that particular motion, but since
that time some of those who voted against us on that occasion have
now agreed to cosponsor the bill we are discussing this morning. So
thesy have changed their views. That gives us cause for optimism.

enator Dole has worked on this problem; and for the last 6 months
in the Senate as the tax bill was discussed, I can tell you that hardly
a day passed through that entire period that he did not try to bring
to the attention of our colleagues In the Senate the problems that the
royalty owners would have under this tax.

So he just doesn’t come to us this morning with a recent interest.
This lis something that he has fought hard for over the past several
. months.

I am going to call on him now to give his opening statement and
to say to you, Bob, that we are very, very grateful—and I am sure that
I speak for everyone here—for your interest and your willingness to
come to Oklahoma and help us conduct these hearings.

Senator Robert Dole.

Mr. DoLe. Senator Boren, I appreciate your remarks very much.

I don’t belong to any organized group. I am a Republican.

But I think that underscores the bipartisanship that is taking place
right now. Support for this bill is not a matter of politics, whether
you are & Democrat or Republican,

Senator Boren and I belong to different parties, but I think we have
Bretty much the same philosophy. We are reminded of this fact almost

aily on the Senate floor.

In fact I think yesterday one of our colleagues was over there mak-
ing & big speech, and he wound his speech up by saying, “Now gentle-
men, let me tax your memories.”

Somebody else jumped up and said, “Why haven’t we thought of
that before?”

I think they had thought of just about everything, and then
they came along with the windfall profit tax, which I think was a
grievious mistake.

But I would say this. I think the deep-felt concern about this issue
is indicated by the number of people here today.

I recall a recent survey taken in my State where the pollster knocked
on this man’s door, and the man came to the door. The pollster asked
him after a number of questions, “What do you think is the greatest
problem in America today, ignorance or apathy $” :
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Hg,thought about it awhile, and he said, “I don’t know ; and I don’t
care,

That is the problem in many cases, but that is not the problem here
this morning.

I share Senator Boren’s view that I hope we can demonstrate to
our committee chairman and to others in the executive branch and other
Members of Congress in both parties that we are not talking about
big oil companies.

% am not certain of how many presidents of major oil companies are
in the audience this morning, but I didn’t see too many as I walked
down the aisle.

Many people in this audience did not even know the tax would
apply to them. It is really not their fault because they were told by a
lot of people that the windfall profit tax was a tax on big oil com-
panies and you don’t consider yourselves as being in that definition.

I see some signs in the back of the hall here today that indicate mfr
vTiew;,One says, “We are being robbed” the other “Stop the Windfall

ax. :

I would ask permission to put my entire statement in the record.

I just believe the windfall profit tax has turned out to be a cruel
hoax on the American people. It is not a tax on profits at all, but an
extremely complicated excise tax imposed at the wellhead on crude
oil produced in the United States.

It is not energy legislation. Rather it is the largest single revenue

- bill ever enacted by Congress.

It is clear that the principal beneficiary of any “windfall” is the
Federal Government which will receive, by conservative estimates,
$227 billion in new revenues from this tax over the next 11 years.

To underscore again that we are talking about little people: farm-
ers, landowners and others who bought royalty interests to supplement
theirS sucial security income, I will give you just a few examples from
my State, -

I am certain there are many others here with similar situations. I
have received as has Senator Boren, hundreds of letters and telephone
calls from royalty owners who are suffering as a result of this tax.

For example, I have heard from an 80-year-old couple from Eldo-
rado, Kans., who have not had to pay income taxes in past years and
who depend on their royalty income to supplement their social se-
curity. Nevertheless, this couple was dismayed to find their royalty
check cut by one-third by this tax.

I have also received similar accounts from a divorced mother of
two children from Wichita, a disabled gentleman from Hutchinson,
and civil service retiree from McPherson and from countless small
farmers who are also victimized by high interest rates and low farm
prices.

As Senator Boren has stated, on the same day that the windfall
profit tax was signed into law we introduced this 10-barrel-per-da
exemption for royalty owners to indicate our contempt for the bili)t
It is our hope that the Senate and the Congress in its wisdom would
understand that this legislation hits more than big oil companies. We
are not talking about somebody who produces oil, refines it and sells
it at the pump and therefore could pass the cost of this tax on.
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We are talking about landowners and others who have the tax taken
out before they ever see their check,

This bill is, hopefully, a step in the right direction. I want to thank
Senator Boren for his hospitality and for the work that has gone into
this hearing. I thank his staff and our staff. .

This is an official hearing of the Senate Finance Committee, It is
not a partisan hearing. It is not an effort to attack anyone in the ad-
ministration or out.

It is an effort to make a record to demonstrate to our colleagues it
is an unjust, unfair tax. There ought to be some relief to royalty
owners and independent producers.

We hope that we can find testimony here today to strengthen our
case. Thank you.

Mr. Boren. Thank you very much, Senator Dole.

I want to make a brief opening statement for the record so that
our colleagues on the committee will have a full record of what has
gone on and the effects of the windfall profit tax on the royalty owners.

People often associate the windfall profit tax with the effect it will
have on major international oil companies. They are beginning to
realize that this bill does not tax profits, It simply taxes oil produced
:;}islide the United States, and all Americans will end up footing the

i1l

The small domestic independent producers will be especially hard
hit. For every additional $1 per gallon paid for gasoline at a’ pump
by the American motorists, a{most 90 cents of that additional dollar
will end up going to Government in taxes. Only 10 cents will be used
by private enterprise to produce more energy.

I have often said, so the people of the country will know who to
thank for being able to pay that additional dollar and have 90 cents
of it go in taxes, they ought to put the names of all those on the pump
who voted for this tax increase so people will know who to thanlk.

The results for this Nation will be tragic. Instead of more energy
we will just be getting higher taxes, more Government spending and
more bureaucracy, all of which we certainly don’t need.

The group which will suffer most of all is the small royalty owners
who own the minerals which are being produced.

Many of these royalty owners are farmers and ranchers who are
already in serious economic trouble.

I wonder if we could just have all those of you who are farmers and
ranchers as your major occupation of work to stand in the audience,
and we can get an idea of how many are involved.

I would like for the record to show that in excess of two-thirds of
those present stood.

I wonder on the other hand how many big oil men are in the audi-
ence? How many large oil producers—of let’s say 300 barrels a day or
more—are in the audience ¢

‘We will have the record show that no one stood.

Others are retired persons for whom their royalty checks represent
an important supplement to social security.

Now I realize that some of these groups may overlap, but I wonder
how many of you are now retired and are dvawing social security.
Would you now stand—and you use the royalty check to supplement?

68-7u2 0 - 80 -~ 2
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\Again a very large majority of the audience, the record will reflect,
stood.

Many have purchased royalty interests as part of their savings for
retirement. The vast majority of royalty owners have small incomes
from that source, many under $100 per month,

A study by one oil company recently found that out of 31,000 royalty
owners paid by their company, only 21 out of 31,000 had more than 50
barrels per day in royalty production.

Royalty owners can certainly not be classified by any thinking person

‘a8 a powerful or well-organized interest group. %here is no Washing-

ton office for a mineral owners association; and as far as we have been
able to deterinine, there is not even a single composite list of all the
mineral owners in the country now in existence.

Many of these small royalty owners did not even realize that their
interests were to be included in the tax. In fact, the royalty owners will
end up bearing a very large burden under the tax—perhaps as much
as $30 billion over the next 10 years—taken from the royalty owners
in this country.

Senator Do{e told me last night that he estimates that there are per-

. haf)s 2 million royalty owners in the United States. A tax of 70 percent
will be imposed on the price of tier one oil above $12.81 per barrel.

This will encompass most oil which was in production prior to 1978.

On tier two, which is stripper oil, the tax of 60 percent will be on
that price above $15.30.

On tier three, which included newly discovered, heavy or incre-
mfegtial tertiary oil, the tax will be 30 percent on prices above a base
of $16.55.

All of this, of course, is in addition to income tax which the recipi-
ents of royalty income already have to pay. :

Senator Dole and I have made a motion to return the original bill
to the committee to remove the royalty owner from the tax as I men-
tioned awhile ago at the time the tax was under consideration.

We were unsuccessful in an effort.

I am proud to join with him now in our effort introducing S. 2521.
It will allow an exemption from the windfall profit tax for the first
10 barrels per day of a royalty owner’s share of the production of
crude oil. -

There has been some confusion about tkat. You might well have &
well that makes, let’s say, 100 barrels. When we say a 10-barrel exemp-
tion, we are only talking about the royalty owner’s share.

So the royalty owner may have an eighth, a sixteenth, or a much
. smaller fractional interest. So when we are talking about 10 barrels a
da;}", that is the royalty share.

hat might be the royalty share of a 300 or 400 barrel well, but we
are talking about the royalty share being 10 barrels.

It is our estimate that well over 90 percent of the royalty owners in
the country would obtain a total exemption from the windfall profit
tax if they are given the first 10 barrels per day of production—
royalty production—exempt from the tax.

If a royalty owner has more than 10 barrels per day of royalty
share of production, under this bill then the 10-barrel exemption
would be allocated between the three tiers according to the proportion
of the royalty owner’s production in these categories.
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I have joined in cosponsoring several other pro;})losals for exemp-
tions which are more far reaching. Being practical, however, I realize
it would be difficult to get these other measures considered this year
because we are in essence asking our colleagues who voted for the
windfall profit tax—and they won by about a 2 to 1 marging—to
change their mind, at least as far as the royalty owners are concerned.

So we are trying to be practical with this bill and support a bill
that we think has a chance of passing this year.

Senator Dole and I want something done now to help the royalty
owners, and this bill, S. 2521, appears to be the best approach for suc-
cess in the short run.

If there is any question as to the certification of production, the pro-
ducer must withhold the maximum amount that might be due under
the tax and then later adjust.

This also, of course, will affect the royalty owner because it may
result in some overpayment of the tax in the short run. )

No other group in this country has suffered such a gratuitious attack
on the value of its investments as the royalty owner. There is no equi-
table reason for imposing such an excessive tax, especially on the small
ro;i‘alty owner, '

his tax will represent a transfer—I am talking about the total tax
now—the total windfall profit tax—will represent a transfer of $750
million from Oklahoma primarily to the Northeastern part of the
United States this year, and this transfer of income from Oklahoma
to other parts of the country will increase to $2 billion per year by
1981.

To put that into perspective that is larger than all of the present
value of agricultura{) products produced in this State every year.

So when we talk about a massive income transfer of resources from
our State and our part of the country to other areas, we are not

“exaggerating. :

The Congress has made a serious mistake of passing the windfall
profit tax in its current form. It has inflicted a serious blow against
the best interest of our country.

The passage of S. 2521 would be a start toward correcting this mis-
take. I urge my colleagues in the Congress to move as quickly as pos-
sible to pass this bill.

I am now going to start with the list of witnesses who are here.
Again I want to ask them—I think we have a timer, do we not? It is
set for 5 minutes. ‘

I will say to those who are coming forward any time that you can
come under that you are helping insure that those who are further
down the list will be sure to ﬁave a chance to testify.

Our first witness today is a gentleman who needs no introduction
‘to this audience. He has introduced a similar bill in the House. He
has already pledged to us his full support in the House of Representa-
tives for an approach like the one we are taking in the Senate.

We are very pleased to have with us this morning Congressman
Wes Watkins from the Third Congressional District of Oklahoma.

Mr. DoLe. Wes, before you start I would put in the record a list of
the cosponsors of S. 2521. I think some in the audience may wonder
what the chances are of passing this bill. '
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I want to just say as Senator Boren indicated some who voted for
the windfall profit tax would support this exemption. We now have
24 cosponsors, 9 Democrats and 15 Republicans: Dole, Boren, Bellmon,
Wallop, Bentsen, Domenici, McClure, Tower, Kassebaum, Percy,
Pryor, Simpson, Young, Cochran, Hayakawa, Heflin, Armstrong,
Melcher, Helms, Laxalt, Bumpers, Johnston, Randolph, and Glenn.

This list of cosponsers is very encouraging because we really haven’t
started the push. I hope after a couple of these hearings that number
will double. Thank you.

STATEMENT OF HON. WES WATKINS, A US. REPRESENTATIVE
FROM THF. STATE OF OKLAHOMA

Mr. Warkins. Thank youn, Senator Boren, and, Senator Dole, for
providing leadership to make the public of this great Nation of ours
aware of what the windfall profit tax really is.

We welcome Senator Dole to Qklahoma. I want to commend you for
that leadership, Senator Boren, and providing the legislation to try to
provide an end to the so-called win({)fall profit tax; and I think your
legislation, S. 2521, which would exempt the first 10 barrels of royalty
production from the tax, would do that.

I wholeheartedly support this bill; and as you know, I have intro-
duced similar legislation in the House, H.R. 7300.

Your bill and my bill have the same intent, to provide relief for the
royalty owner from the windfall profit tax.

am sure many of our colleagues in the House and Senate voted for
the windfall profit tax with the impression they were striking a blow
against the big major oil companies. Unfortunately, while pinching
the big boys, they slapped the little folks, the royalty owners and small
independent producers.

T would like the people to know and T have got to say that all the
Congressmen from Oklahoma voted against the so-called windfall
profit tax.

The letters I have received from constituents in the past few weeks
best demonstrates the deathly blow this tax has had on the typical
rovalty owners, farmers, ranchers, retirees, many widows, who are
li}rinkg on meager social security benefits and small monthfy royalty
checks. :

Here are just a few examples, and I have cut those in half so we can
save time. A gentleman from Holdenville writes:

I am 80 years old and have 4 acres of royalty. I own my farm but I am unable
to farm. I just have soclal security.

-I was getting $25 a month. As you can see by the deposit slip, they have
taken about all of it.

A retired couple in Ardmore who in their young years struggled,
saved, and borrowed money to purchase mineral rights as a source
of supplemental income for their old age. They say :

They are simply taking bread off our table, and very badly needed medicine

off our shelves. This action put us on the very bottom rung of the ladder
financially.

A couple from Yukon who write:

We are both past 65 living on fixed income, and we get a royalty check each
month. This past month the gross amount was $77 from which $84 was withheld
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for the windfall profit tax. That amount would have made a payment on a
kitchen range which we badly need, and therefore it has been put aside.

A T1-year-old lady from Duncan whose monthly income was $228
plus a royalty check of about $100. Last month her royalty income
dropped $30 because of the windfall tax. In addition to her regular
living expense each year she pays $114 homeowners insurance, $54.69
for two medicare supplemental policies, and $16.90 for two cancer
policies. She also owes a $628 carpet bill and needs new cyeglasses.
She is having to put a lot of this off as we well know.

These are just a few of the vivid examples of how this tax has
pulled the rug out from under our older citizens who have been de-
pending on their royalty income to help bail them out of inflation..

Senator Boren and Senator Dole, at this time I would like to add
a number of other letters and not go through them in order to save
time. )

Mr. Borex. Without objection they will be placed in the record

[ The material referred to follows:]

OELAHOMA STATE BANK,
- Ada, OKla., May 18, 1980.

Mr. WES WATKINS,
Congressional Office,
Ada, Okla.

DEAR WES: I am enclosing, for your information, a copy of my oil run check
for March, 1980, for my interest in lease known as C & I, East Byng Thurman
Sand Unit. The net amount of this check is $4,898.70. Also a copy of the Windfall
Profit Tax Statement reflecting $1,031.71 that had been withheld,

‘T am also enclosing a copy of invoice from C & I. Well Service, Inc., Operator,
showing my part of expense for March, 1980, as $3,947.98.

When you take the net amount of my check for $4,898.70 less my part of the
expense in amount of $3,947.98, this leaves me $950.72. You cannot operate very
long with this kind of margin. -

.I would appreciate your continued interest and support in trying to get legis-

. lature passed to change this very unfair tax which has been placed on the

Independent Oil Producers.

Sincerely yours,
DREXEL SALES,

Ada, Okla.
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ELMoRre CiTY, OKLA., May 15, 1980.
Congressman WEs WATKINS,

282 Post Office Building,
Ada, Okla. .

WEeS : We want to encourage you, to continue to work hard in your fight against
the windfall profit tax.

We are small royalty owners, and the production has been on 10 acres since
1956. It has never amounted to very much the whole 28 years—perhaps $10 to
$15 every 2 months.

Recently, of course it has been more however if the tax is placed on it, it will
be just as if there was no price increase in oil.

We can take you to many homes in this small town, where many times only
one mate {8 left, and where although the checks may be small, to them it means
a few more groceries or medicine.

You have our whole hearted support in this as well as your entire program.
Sincerely,

EARL & OMEGA PYLE.

MARLowW, OKLA., May 20, 1980.

Mr. WEs WATKINS : I'm writing to protest the Windfall Profits Tax, it is the
most unfair tax that I have ever heard of. ‘

I am a widow and a Senior citlzen trying to supplement my Social Security
with my royalties checks, and I cannot understand why we should be taxed the
same rate percent as the mujor oil companies.

This Bill 2521 by Senator Boren and Doyle would help the small investors of
royalty owners but I don’t see why the royalty swners should have to pay, they
should be exempt, but if you can help on Bill 2521 I would appreciate it.

. Mrs. W. A. WARREN.

Marrow, OKLA,, May 12, 1980.

Congressman WEs WATKINS,
Duncan, Okla.

Dear Sir: I wish to protest the windfall profit Tax, I listen to President when
he announce it, and he said the oil company, I did not hear anything about the
royality owner having to carry the burden of the tax. I do not think it is right,
we already had enough tax on it. As far as engry is concern there are wells in
Grady County if allow to produce to their full amount of gas, there would be no
shortage of gas. I have one good one that could produce at least 5,000,000 a day.
The gas company which is the largest in Okla. it don’t even run in the summer
time, I ask them why, they reply we are full and no place to keep it. Why then
is there a shortage. I have try to talk to the Engry Dept. in Wash. D.C. I ask
them they said that didnt know, and the last time I tried to talk to them they
hung up on me, ¥

Your very truly,

EVELYN M. MURRAY.

MARLOW, OKLA., May 10, 1980.
Hon. WEs WATKINS,
Duncan, Okla.

DEAR SIR: I'm writing this letter from a position of total exasperation. The
windfall Profits Tax that my elected officials, which, of course, you are one, have
chosen to implement, has left me bewildered and “duped again”.

The Windfall Profits Tax is again an example of Washington’s “thinking in
a vacuum’. It's the ever present attitude of taxing the productive and giving
to the non-productive, Windfall Profit Tax is one more additive to the ever in-
creasing tax burden that now requires more of the gross national product than
ever before in history. I must assume that you are in favor of this trend.

The “war on oll companies”, manifested by Windfall Profits Tax, is a Wash-
ington Sham. I happen to be a widowed, senior citizen trying ,to supplemen‘t‘ my
Social Security with royalty ownership and I'm the one you've declared “war
on”, not the major oil companies. I'm sharlng1 the tax burden caused by Windfall
Profits Tax equally with the major oil companies.

These ine?;%itleg and attitudes must be remembered and dealt with at election
time. The responsibility is yours.

Respectively, FRANCES BRAZIL.
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The Honorable WEs WATKINS,
Duncan, Okla.

Marlow, Okla.

DEeEar SIBR: We are interested in the Windfall Profit Tax. We feel it is very

unfair to the Royalty Owners,

We are a retired couple and need all the income possible we cannot live on

our Social Security.

We appreciate what Senator David Boren is doing and feel we can count

on your help.
Respectfully,

Hon, WES WATKINS,

@G. J. AND ROSE ROBERTSON.
May 17, 1980.

DearR CONGRESSMAN: Thanks for trying to get something done about this

royalty tax.

I am 80 years old and have 4 acres royalty under this well in 36-9-9 Hughes
County I own my farm but not able to farm it. Just have my social security.
I was getting $25.00 per month as you can see by the deposit slips they are taking
about all of it. Thanks, you are the Best.

~

this country is going through.

WALTEE HULSEY.

May 18, 1980.

DEAR CONGRESSMAN WATKINS: I would like to commend you on introducing
the inclosed Legislation. I truly hope yon are successful.
I am one of the so called “Vicetims” of this “Bill”, a widow, recelving a
moderate Social Security check. The royalty check I received each month helped
some in trying to keep up with inflation. Every time you turn around the rates
on gas, electric, Blue Cross and etc. have been increased. I am about to give-up
on being an independent person. So many of my friends are going through the
same problems and we all appreciate your efforts.
We also wish something could be done to stop the graft, waste and bungling

Mr. Watkins you seem to be a political figure of integrity and I hope you
remain a Statesman instead of a Politician.
Wishing you the best of luck in this Legislation and your future, I am,

Sincerely,

Mr. WES WATKINS,
Duncan, Okla.

DEAR MR. WATKINS :

Mrs. LoupELL HALL.

MagrLow, OKLA,

May 19, 1980.

My husband and I are 53-years-old and were forced to take disability retire-
ment. We sold our home of 30 years in Oklahoma City and moved back to my
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childhood home in Marlow to be closer to our producing royalty—which we de-
pended on very heavily to maintain our standard of living. My husband is unable
to work and I have become his full-time nurse. This unfair tax has hit us very
hard and I know you are trying to help out the royalty owners. We appreciate
this help very much and urge you to keep up the fight for such as we.

If there is anything we can do in the way of writing letters, making calls, ete.
please let us know and we will certainly be glad to help the ball get started
to roll against this unfair tax.

Thank you for your cooperation.
- MB. AND MRS. J1M WADE.

ARDMORE, OKLA., May 6, 1980.

Representative WEs WATKINS, .
Housge Ofiice Building,
Washington, D.O.

DEeAR SIk: In regard to the windfall profit tax on royalty, I would like to make
a few comments. )

Back in the days when I was younger, my wife and I struggled and saved and
when we would hear of a three, four, or five acre tract of minerals for sale, we
would try to buy into this tract if we could borrow the money and pay it back in
small monthly payments. The reason for doing this was taking a chance that
someday there might be production on some of these little tracts. We did this in

order to supplement our very small pension and a very inadequate social security

check. Many people did the same thing trying to supplement their meager in-
come. We were lucky enough to get some small production on two of these tracts.
We were living fairly comfortably before the so-called windfall profit tax. Since
they are taking so much royalty tax out of our checks, it is going to be very
difficult to keep our heads above water.

I recelived a check a few days ago and they took $242.00 out of it. They are
simply taking bread off of our table and very badly needed medicine off our
shelves. And this actually puts us on the bottom rung of the ladder financially.

It seems to me there should be enough brains in Washington to realize the
great predicament that thousands of people are being placed in by this tax. It
is very apparent that the President has been listening to the wrong people. He
has some advisors that would not know an oll jack from a jersey cow. It is high
time that something was done about this royalty tax. It is putting many people
in a position of utter poverty.

It seems to me there should have been some amendments to this windfall profit
tax, for instance: There could have been a cui-off of royalty tax to people over
85 or 70 years old. Also, an amendment could have been inserted saying the tax
would not apply to people making less than $20,000 a year total income. That
would give the thousands of people enough income to live half-way decently.

We know, Representative Watkins, that you voted against this tax. Thank you
very much for fighting for our rights.

I am enclosing a copy of one check covering two leases and you can readily
see the difference before and after tax.

Sincerely,
C. F. COPELAND.
Attachment.
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Huago, OxrA., May 16, 1980.

DEAR MR. WATKINS: I know that I am just whistling into the wind, that you
will never see this letter.

Will you please tell me, why is the small royalty owner having to pay the
windfall profit tax that was assessed against the multirich oil companies. If this
is not an additional 35% tax to the little people, I don’t know what it could be
called.

We are each past 65, living on a fixed income, we get a royalty check each
month. This past month the gross amount was $97.00 from which $34.00 was
withheld for the windfall profit tax. That amount would have made a payment
on a kitchen range, which we desperately need. This is not at all fair and
Just.

Eighty-five percent of all royalty owners are in the same hoat, over 65 years
of age and depend on that little check for a livelihood.

We are not sure as yet, who was responstble for this, but whoever, there needs
to be some changes made and soon.

Yours truly,
MR. and Mgs. LEs MCABEE.

OKLAHOMA STA’I“E SENATE,
Oklahoma City, Okla., May 12, 1980.

Hon. WES WATKINS,
424 Cannon Building
Washington, D.C.

Congratulations on your proposal for an amendment to the windfall profits
tax. I appreciate your concern for our constituents in Cotton, Jefferson and
Stephens Counties. The mineral owners of the small stripper wells find this tax
is taking 25 to 40 per cent of this income, These people had planned to use
this as retirement income and it is working a great hardship on them.

I know first hand of these hardships because my father-in-law, who 18 using
this as a supplement to his social security, now finds himself turning to welfare
and other means to keep his wife in a nursing home.

There are many people in this category who will now havc to depend on the
if!e(lieral government to sustain their livelihood unless your amendment is success-
ul.

Sincerely,
KENNETH LANDIS,

State Senator, District 24.

P.S. If Something isn't done on these stripper wells, the operators will shut
them down.
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ARDMORE, OKLA.
To THE CONGRESS OF THE U.S.A,

DEAR Sirs: For fifty years my husband worked for an oil company. They did
not have a retirement, but did let their men earn; buy some oil royalties. At
the time of his death two years ago, he thought I could live comfortably on the
fncome he left me.

- Now with this new windfall tax I find my income very low and prices very
high. At seventy years of age I feel this is very unfair, as I am too old to work.

May I hear from you on i1is also what can we the small royalty owners do.

Thank you.
APriLINE MCCHESNEY.

DUuUNcCAN, OkLA., May 11, 1980.
Hon. DAvip BOREN,
U.S. Senator,
Washingion, D.C.
Attention : Denise Bede.

DEAR Ms. BEpE: I am physically unable to attend above hearing in Oklahoma
City, May 23. I want, however, to make a statement and I would like for it to be
on record. Senator Boren has my permission to read it to both Houses of Con-
gress if necessary. The statement is as follows:

My name is Hope Dolen. Age 71. Single. I reside at 1316 Walnut, Duncan,
Oklahoma, 73533. My total income for the month of April is as follows:

Civil service annuity - - e ——————— $103. 60
Social SeCurity e —————— 125. 20
Royalty check (Koch Oil Co.) oo 70.73

Total Income. . e —— e ———— 298. 93
Owner’s amount e ———————— 108. 60
Windfall profits taxX._ e e ——— 87. 87

Amount of checKo . 70. 73

I am on Medicare (hence the $125.20). I put $5.00 a month out of the Civil
Service Annuity in savings and $10.00 for change (taxi, groceries, ete.) I, also,
put $10.00 a month out of the royalty check in my savings account. Out of this
savings account I pay a yearly premium of $114.00 homeowners insurance on my
house. I, also, have my utilities, grocerie§, Medicare Supplement policles (2),
total $54.69. Cancer policies (2), total $16.90. Paying on a $628.00 carpenter bil],
plus other home expenses. I'm soon going to have to get new eyeglasses. With
the increase in the royalty check, I was beginning to get ahead, but with this tax
taken out of my check (I'm a small royalty owner. Put me down as one of the
small royalty owners,) I'm back In the red and it really hurts. This statement is

all true. Thank you.
{Miss) HopE DoOLEN.
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STRATFORD OKLA., May 8, 1980.
Rep. WES WATKINS, v
Washington, D.C.

MR. WATKINS: We are 2 of the many retired people who were getting an oil
check of around 175 or 179 per month to help along with social security to live on.
3 years ago we were lucky enough to get a small producer oil well, the windfall
tax voted in by Congress & signed by our President or visa versa. Cost us last
month $70 out of check. The only way a voice of the small people can be heard
is by writing and hopefully this unfair situation can be corrected.

Thank you,

BERNICE DYHEMON, 62,
SaM DYHEMON, 68.
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ARDMORE, OKLA,,
May 14, 1980.

Congressman WEST WATKINS.

DEAR SIr: The attached copy is a clipping from the Daily Ardmoreite dated
today! -

You certainly are speaking the truth! Why should we “little folks” with a
small amount of royalty suffer the most? Our April check was reduced by %—
isn't that terrible!

We shall pray for you every day.

Best regards,
Mr. and Mrs, J. B, Norris.

DUNCAN, OKLA,,
May 12, 1980.
Hon. THoMmAs P. O'NEILL, Speaker,
House of Representatives,
Washington, D.C.

DeAR SIR: Please find enclosed a true statement of a small royalty owner, a
Senior Citizen, who has been badly hurt financially by this tax. The oil com-
panies” (major) are not hurt at all. It’s we royalty owners who depend on said
check as a supplemental source of income. Please support a bill that will exempt
us from this tax. Wes Watkins is my congressman and is aware of my situatton.

Thank you,
(Miss) Hope Dolen.

ALLEN, OKLA.,
May 17, 1980.
Congressman WES WATKINS.

HoNorABLE SIR: I am writing regards the oil windfall tax—I am a royalty
owner, and was ripped off for 50 percent tax this past month, even after the
Gross Production Tax. We have never complained of the GI’ tax—now we are
getting a double tax. I always heard that a double tax was unconstitutional.
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I am a retired WW 1II vet trying to keep a ranch and a few cattle—you know
that no one makes a living on the farm anymore, therefore my royalty check is
my living for wife and 3 children.

My family, for over 80 years has always been Democratic—I won’t change, but
if this tax does not change I will not vote for Carter and many people in this
area feel the same way. He will be through a voting friend.

OWEN G. (Bup) GILMORE.

L .. STROUD, OKLA., May 14, 1980.
Congressman WEsS WATKINS,
U.S. House of Representatives,
Washington, D.C.

Dear Si: I wish you would do something about the Windfall Profit Tax on
Oil It is hurting the little man as myself. I just have royalty interest and it is
taxed. They tell me that the tax is at the well head.

If something right away our checks is going to nothing. I thought when they
first started talking about it they were going to exempt the stripper wells as
of 10 BBLS per day. I know you can help plug for the stripper wells which
shoul@ be exempted if they are not the oil companies are going to start plugging
the wells, as you know 90% of Okla oil wells are stripper wells. Hoping to hear
from you about the above matter.

Sincerely yours,
GLENN HOPKINS.

DUNCAN, OKLA,
Representative Wes WATKINS,
Cannon House Opice Building,
Washington, D.C.

DEAR WES: I guess I was asleep at the switch on the Windfall Profits Tax.
I did not some how realize that it was going to be a tax against the royalty owners
and small producers. What it really is, is a blatant confiscation of personnel
property by the Federal Government, and is not going to affect the major oil
companies at all.

I presently own a small working interest in three wells in Wyoming, two in
Texas, and own the royalty on the farm that my grandfather homesteaded in
1898 in Kingfisher County, Oklahoma. My total yearly oil and gas income is
around $6,000. After the government takes 40%, I'll have $3,600 left, and after I
take out’ $2,000 yearly operating expenses, I'll have $1,600 left. Not a very good

Since the independent producers are responsible for such a large portion of
our oil production, I think a lot of us little guys will plug our wells, unless
something is done.

Sincerely,
BoB ScHICK.

Apa, OKLA,, May 16, 1980.
Hon, WEs WATKINS,
U.8. Representative,
Cannon House Office Bldg., Washington, D.C.

Dear Sir: We are two of the many small royalty owners who are very dis-
appointed and disturbed with the passage of the Windfall Profit Tax.

This tax is taking away what is rightfully ours. We received very little before
this tax and now it is considerably less. We have worked a lifetime to pay for
the land and the royalty. Now that we are reaching retirement age, it is being
taken away from us. This doesn’'t seem like a democracy. We, the land and
royalty owners, are being unjustly penalized and asked to pay more than our fair
share.

Before this tax, the small producers were drilling in many places in our
county. Now there are but few willing to take the risk involved. With the
energy crisis what it is, it seems that we should he encouraging these small
producers to drill. Without them we will be buying more foreign oil, paying
more and receiving less tax. ]

We have a few old stripper wells from which 609 is withheld. Without a
doubt, the oll company will quit pumping them. This seems unfair.
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What is our country coming to? We are not rich, just because we get a little
royalty check.
1t would be appreciated if you would work and get this tax repealed.
Sincerely yours,
KARL AND VIRGINIA TILLEY.

ARDMORE, OKLA., April 21, 1980.
Congressman WEs W. WATKINS,
U.S. House of Representatives,
Washington, D.C.

DEAR CONGRESSMAN WATKINS: I, 2 Senior Citizen have had to depend on my
royalty check to supplement my Soclal Security check. I want to Thank you for
voting against the Windfall Tax Bill, which is so unfair to royalty owners.

I hope you will stilt be in favor of helping the little people who depend on their
royalty check and do all you can to help Senator Boren and Senator Dole from
Kansas with the new bill in favor of the royalty owners—as it seems our presi-
dent has little regard for us—which worries me as it looks as if by November the
president will be in trouble—He is a good man but when you put people in want
they change their minds about you.

This will probably go in the waste basket—but as a citizen I feel as if I need
my say. T

Respectfully yours,
. INEZ SCRIVNER PRIDE.

PAuLs VALLEY, OKLA.
DEAR HONORABLE REPRESENTATIVE WATKINS.

DEAR MR. WATKINS: I am attaching a copy of my April Oil Run Check, that
has been helping me along with my Social Security Check for some time, I am
74 Yrs Old and it has always looked very good to me, as I planned in the past
by getting hold of something to go along with my Retirement to help me with my
living needs.

By reading this you can see what I am talking abhout, I would have had a little
over $600.00 if the so called windfall as they call it had not been held out of it,
you may see the hold out was a little over $200.00 and left me with a prox $400.00.

I am much resentful with this for the very start. it actually is only a Tax
Increase. this is the largest Tax Increase ever in History, as I am sure you
know this,

Why try to blindfold American people by calling it a windfall Profit Tax
why not say a tax increase.

Mr. Watkins as said above I am 74 yrs old, and a registered Democrat, for
which I am almost ashamed to say.

But never never will I vote for our present President, and I would like to
have a list if possible of alt who voted for this Bill, so if it ever hecomes necessary
for any of them to run for a office and needs my vote I can get a little even with
them.

My way Thinks this is the beginning of the Largest Welfare Program that has
ever been imposed on America, this is what will come out of. this and to if
possible you may give this to our President when he goes to his hide out, he can
use it some way, I am sure he will need such, and too I would much appreciate it
if you will not have any thing to add to his Campaign this year, I of course know
vou are a Demo, and he is too. But I have Confidents that we can have a better
Goverment with some one else, Regardless of who the Republican is will get my
vote this time, I can’t see how this will be any worse, so I am going to try for a
change

Sincerely Yours Truly,
ALvA G. THOMPSON.
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Mr. WEs WATKINS,

House of Representatives,

Washington, D.C.
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DURANT, OKLA,

DearR WEs : It seems unfair for us retired people who 7n receive smalt Royalty
checks to pay the so called “Windfall Tax.” 709% is a sizeable deduct! Our check
has been in the $300.00 figure, with the tax deducted to a little over $100.00.
Why should we retired people have to pay the “Windfall Tax” when the Oil

Companies make all the profit? Is it fair?

Sincerely,

MRgs., JAMES COURTNEY.
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PAULS VALLEY, OKLA.
DEAR HONORABLE REPRESENTATIVE WATKINS.

DgAR MR. WATKINS : I am ataching a copy of my April Oil Run Check, that has
. been helping me along with my Social Securty Check for some time,-i am 74 Yrs
Old and it has always looked very good to me, as 1 planned in the past by getting
hold of something to go along with my Retirment to help me with my living needs.

By reading this you can see what 1 am talking about, i would have had a little
over C00.00 if the so calld windfall as they call it had not been heltd out of it,you
may see the hold out was a little over 200.00 and left me withaprox 400.00

I am much resentful with this for the very start,it actualy is only a Tax
Increase, this is the largest Tax Increase ever in History,as i am shure you know
this, Why try to blindfold American people by calling it a windfall Proffit Tax
why not say a tax Increase,

Mr Watkins as said above i am 74 yrs old, and a registered Democrat, for
which i am almost ashamed to say, But never never will i vote for our present
President, and i would like to have a list if possible of all who voted for this Bill,
so if it ever becomes necessary for any of them to run for office and needs my vote
i can get a little even with them,

My way Thinks this is the beggining of the Largest Welfair Program that has
ever been imposed on America, this is what will come out of this

and to if possible you may give this to our President when he goes to his
hide out, he can use it same way, i am shure he will need such, and to i would
much appreacate it if you will not have any thing to add to his Campain this
Year, i of course know you are a Demno, and he is to But i have Confidents that
we can have a better Goverment with some one else,Reguardless of who the
Republican is will get my vote this time, i can see how this will be any worse, so i
am going to try for a change

Sincerly Yours Truly,
ALVA G. THOMPSON.
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Sun O1n CoMPANY (DELAWARE),
Dallas, Tex., April 16, 1980.

DEAR INTEREST OWNER: President Carter has now signed into law the Crude
Oil Windfall Profits Tax Act of 1980. This law levies an excise tax on the “wind-
fall profit” realized by holders of an economic interest (including working interest
and royalty interest owners) with respect to domestic crude oil ard condensat’:
produced after KFebruary 29, 1980 (with a few exceptions, such as qualified
charitable, governmental, and Indian oil).

Although each working interest and royalty interest owner is liable tor the tax,
Sun is obligated to withhold the tax from your payment and deposit same with
the U.S. Treasury semi-monthly.

This Act is extremely complicated. Although the Internal Revenue Service
(IRS) has issued temporary regulations, final regulations are not expected for
several months. Before the tax can be computed, the following must be deter-
mined : removal price, adjusted base price, state severance tax adjustment, tax
tier in which the oil falls and classification of the holder of the economic interest.
This illustrates the magnitude of the problem. Sun may not have sufficient
information to withhold the proper amount from your April payment, or possibly
even some future payments. If such is the case, we will make the necessary
retroactive adjustments in future payments. The following is a brief summary of
the tax:

[In percent)
Major oil

companies and Independent oil
royality owners producers
Oil discovered befora 1979—Tax on receipts above $12.81 & per barrel......... 10 350
“Stripper’’ oil—Tax on receipts above $15.204 per barrel....... ... ... ... 60 130

Newly discovered, incremental teritiary and heavy oil—Tax on receipts above
$16.55 5 per barrel. . .. iieiieiciicenanes 30 30

1 This is the national average base price; it will vary from property to property and it must be adjusted for inflation,

quality, location, etc, A
3 This tax rate applies to 1st 1,000 barrels per day. Production over 1,000 barrels per day taxed at same rate as major

oil companies and royaity owners.

In the event you have a question concerning the application of this tax to your
production, we ask that you put your question in writing and mail it to: Windfall
Profits Tax, Sun Production Company, P.O. Box 2880, Dallas, Texas 756221.
Although it may be necessary to secure additional interpretations and clarifica-
tions from IRS, we will do our best to respond to your question in a timely
manner, If you should feel it necessary to call us, please call (214) 739-9644. We

will record your question and respond as soon as the answer can be determined.
W. F. OxroRrp, Jr.

DuNoAN, OKLA., May §, 1980.

Hon. WES WATKINS : Attached is a letter I mailed the President concerning
the Windfall Profit Tax. This letter contains a copy of my March check stub
from the Mobil Oil Company for my March royalty earnings. You can readily see
how the Windfall Profit Tax is effecting my earnings, as well as other Senior
Citizens who depend on our royalty montes to supplement our Social Security.

Thank you for any help you can give us to amend this Windfall Profit Tax Bill,

Yours Traly, Loms B
. 18 Boyp.

DURCAN, ORLA., May 1, 1980.

M. PRESIDENT: I'm writing on behalf of the Senior Citizens of the State of
Oklahoma who are royalty owners. Most Senior Citizen royalty owners bought
their royalty a few acres at a time during their working days with the hope it
might be producing by the time they were unable to work and would give sufficient
income to supplement their Social Security. In their thinking this was a means of
escape from asking for Welfare help. I fear this Windfall Profit Tax will force
many to ask for Welfare help since doctor, Lospital, medicine, and nursing home
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bills have skyrocketed. The health of most Senior Citizens requires this medical
care.

Senator Bellmon tried to make you and Congress aware of the fact Senior
Citizens were in most cases the royalty owners and what an impact it would
niake on them financially. I watched on TV the signing of the Windfall Profit Tax
Bill and recall you exclaimed you had won a victory, but you did not make any
mention of *he fact it would be a major defeat to what the Senior Citizens had
planned for a supplement to their fixed income #nd their being independent.

Below {s a copy of my check stub showing the result of the Windfall Profit Tax
on my check for March. This will surely give you an insight as to the impact your
Windfall Profit Tax is having on the security of the independent existence of the
Senior Citizen. I trust any Senior Citizen would proudly give a reasonable tax to
be used for the security of America, but we cannot comprehend the 44 per cent
of our checks being withheld as shown on the check stub below.,

In closing I repeat how one Senior Citizen evaluated the Tax in one word,
“Itis a CRUEL tax".

A Senior Citizen of the State of Oklahoma

Lois Boyp.
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PauLs VALLEY, OKLA.,
Aay 27, 1980.
Rep. WEs WATKINS,
Cannon Bldg.,
Washington, D.C.

DEAr Sir: I am writing you with regards to your interest in repealing the
W.P. tax on oil. We appreciate your efforts & your good work & interest in the
lower income groups, the elderly & old age pensioners. We know of your good
work.

I am in my early seventies, my wife is in her late sixties, we live on teacher
retirement & 8.8. We are registered Democrats but as of the last few years we
have voted Republican but we voted for Wes Watkins for Congress & with your
record we will continue to support your good work.

I am enclosing a copy of the receipts of our small income to show what effects
it has on our small oil income. As you can see our total oil income for May was

$911.68 the G.P. tax & WF Profits tax $383.98 which is 37.29, tax over all. This

leaves a net income $572.32. N
We will appreciate your continuation & untiring efforts to repeal the W.F.
Profits tax. There are only a few states that are oil producing States so you
have a lot of Representatives to win over.
Respectfully yours,
O. I.. CARLTON.
P.S. I believe this {s going to close down the stripper wells.
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Mr. Warkins. These people cannot in any way be considered as
engaging in profiteering or plundering, and I ask how can this ad-
ministration or any administration and the Congress justify taxing
them at the same rate as the major oil companies is beyond my
comprehension.

Since this tax bill passed I have received phone calls and letters
from constituents who were outraged and justifiably so. Probably
less than 1 percent of those royalty owners knew the windfall profit tax
included them when that legislation was being debated in Congress.

Their first inkling that they were the victims of the largest tax
ever levied was when their royalty checks came last month with a note
explaining why those checks were smaller.

Understandably they are not going to be too excited about allowing
another well to be drilled on their property in the future. To that
extent, as you know, this tax is going to further reduce further produc-
tion which is a must for the national security of our country.

Mr. Chairman, you and Senator Dole and I and others have fought
at every turn to prevent the windfall profit tax from passing.

Unfortunately, we didn’t have the votes. But if every royalty owner
and independent producer would let their elected representative know
how this tax has affected them across this great Nation, our legisla-
tion, your legislation would right these injustices and we would pass
this legislation we are presenting today.

I thank you for allowing me to come here and represent many of
the people that I represent throughout the Third Congressional Dis-
trict and throughout Oklahoma.

Mr. Boren. Thank you very much. -

Senator DoLe. Wes, we greatly appreciate your help. I think your
being first on the list indicates your interest in the House and your
leadership, and we appreciats it.

Again, it is a demonstration—it is a bipartisan effort to right a
wrong that has been imposed on a lot of people who didn’t even under-
stand, as you indicate, they were going to have a tax to pay. So we
just have to keep working.

Thank you.

Mr. Warkins, Thank you.

I thank you and Senator Boren again.

Mr. BoreN. Let me ask you one question. You mentioned the fact
that this will result in—passage of the tax will result in a decrease
in energy production—will discourage energy production in this
country.

Isn’t it true that—and we are particularly focusing now on the
royalty owner—if the royalty owners try to keep up their current
income, No. 1, with a tax this heavy they are going to be more and
more reluctant to be able to lease their property ; and if they do lease
it, they ars going to have to request higher and higher fees in order
to just have the same income after taxes. So this might make it hard
for some independent producers and so on to enter into leases so the
overall effect on the rovalty owner of this tax will also result in
decreased production, will it not?

Mr. Warkins. That is very true, sir.

As you well know many of the royalty owners that have property
are in this room. They are out a lot of expense because of the various
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difficulties. They are going to find that they don’t have enough money
to maintain fences and do other things—keep pastures—and many
other things.

You know, I think it is unfortunate—and I have said this so man
times—maybe you two gentlemen agree with me, many of our col-
leagues in the halls of éongre&s think that royaity only applies to
many of the people in Britain.

That is the interpretation they have. They don’t realize we are talk-
in§ about people who have been widowed or otherwise.

thank you for showing up. I think this is great testimony with
all you people filling this audience and coming and giving your per-
sonal testimony in behalf of this legislation and trying to right this
wrong.

I want to commend Senator Boren not only—and Senator Dole, but
all these people who have driven many hundreds of miles coming here
to give their personal testimony.

Mr. Boren. Thank you very much.

I might mention that I do apologize to those who are having to
stand. We have brought in a few folding chairs. I am told that there
are almost 1,400 seats in this auditorium. They are all virtually full
and with quite a few others standing.

Again as the Congressman said I think that indicates that there is
l%rea.ii, interest in it; and as Senator Dole said, “We don’t have apathy

ere.

We do apologize to those of you who are having to stand.

. Mr. DoLe. There are a few seats down front—about 20 seats down
ere,

Mr. Boren. Fifteen or twenty—if any of you want to move forward
and see if you can find a seat down this way. There are a few seats
over here that are reserved for witnesses that are not all full if some
of you want to. There are about 10 seats down here.

[The prepared statement of Mr. Watkins follows:]

TESTIMONY OF HON. WES WATKINS, MEMBER OF CONGRESS,
THIRD DISTRICT, OKLAHOMA

Thank you, Mr. Chairman and Senator Dole, for this opporunity to testify
on the so-called “Windfall Profits Tax” and your legislation, 8. 2521, which
would exempt the first 10 barrels per day of royalty production from the tax.
I wholeheartedly support this bill and have introduced similar legislation in
the House, H.R. 7800. Our bills have the same Intent—to provide relief for
royalty owners from the Windfall Profits Tax—but the mechanics differ slightly.
My bill, which now has about 15 co-sponsors, would provide total exemption from
the tax for those royalty owners who owned the mineral rights at the time the
well lease was executed. Also, it goes a step further in providing relief to the
small, independent oil producer by exempting the first 1,000 barrels per day of
production from the tax.

I am sure many of our colleagues in the House and Senate voted for the
Windfall Profits Tax with the impression they were striking a blow against
the big, major oil companies. Unfortunately, while pinching the *“big boys,” they
slapped the little folks—the royalty owners and small, independent producers.

The letters I have received from constituents in the past few weeks best
demonstrate the devastating effect this tax has had on the typical royalty
owners—farmers, ranchers and retirees, many widowed, who are living on
meager Soclal Security benefits and small monthly royalty checks. Here are just
a few examples: .

A lady from Marlow, who writez: “I am a widow and a Senior citizen
trying to supplement my Social Security with my royalty checks .. . I
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cannot understand why we should be taxed at the same rate as the major
oil companties.”

A gentleman from Holdenville, who writes: “I am 80 years old and have
four acres royalty ... I own my farm, but (I) am not able to farm it. (I)
just have my Social Security. I was getting $25 per month. As you can see
by the deposit slips, they are taking about all of it.”

A couple from Elmore City, who write: “We can take you to many homes
in this small town, where many times only one mate is left, and where
although the check may be small, to them it means a few more groceries
or medicine.”

A retired couple in Ardmore, who, in their younger years, struggled, saved
and borrowed money to purchase mineral rights as a source of supplemental
income for their old age. “They are simply taking bread off our table and
very badly needed medicine off our shelves, and this actually puts us on
the bottom rung of the ladder financially,” the couple said.

A couple from Hugo, who write: “We are both past 65, living on a fixed
income, (and) we get a royalty check each month. This past month the
gross amount was $77, from which $34 was withheld for the Windfall
Profits Tax. That amount would have made & payment on a kitchen range,
which we desperately need.”

A 76-year-old widow in Cyril who lives on a Social Security check of $276
plus her royalty income on one small stripper well. This tax took over $1
from her March income. -

A lady from Wetumka, who writes: “I am one of the so-called ‘victims’
of this (tax), a widow, recelving a moderate Social Security check. The
royalty check I received each month helped some in trying to keep up with
inflation.”

A Tl-year-old lady in Duncan whose monthly income was $228, plus a
royalty check of about $100. Last month her royalty income dropped $30 be-
cause of the tax. In addition to her regular living expenses, each year she
pays $114 for homeowners' insurance, $54.69 for two Medicare supplemental
policies, and $16.90 for two cancer policies. She also owes a $628 carpenter
bill and needs new eyeglasses, She .says, *“With the increase in the royalty
check I was beginning to get ahead, but with this tax taken out of my
check . . . I'm bhack in the red and it really hurts.”

A retired gentleman in Walters who used the royalty check to supplement
his Soecial Security, now finds himself turning to welfare and other means to
keep his wife in a nursing home.

These are just a few of the vivid examples of how this tax has pulled the rug
from under our older citizens who had been depending on their royalty income
to help bail them out of inflation. Mr. Chairman, at this time I would like to submit
these and other letters in their entirety for the record.

These people cannot in any way be considered engaged in profiteering or
plundering. How can Congress justify taxing them at the same rate as major otl
companies?

Since this tax bill passed, I have received phone calls and letters from con-
stituents who were outraged—and justifiably so. Probably less than one percent
of the royalty owners knew the Windfall Profits Tax included them when that
legislation was being debated in Congress. Their first inkling that they were the
victims of the largest tax ever levied was when their royalty checks came last
month with a note explaining why the check was smaller. Understandably, they
are not going to be too excited about allowing another well to be drilled on their
property in the future. To that extent, this {ax is going to further reduce future
production.

Mr. Chairman, you, Senator Dole and I fought hard at every turn to prevent
the Windfall Profits Tax from passing. Unfortunately, we didn’t have the votes.
But if every royalty owner and independent producer would let their elected
representatives know how this tax has nffected them. our legislation to right these

injustices would pass.

Senator Bom:x._The next witness is a member of the Oklahoma
State Senate. He is a very distinguished member of that body, and
we are very glad to have him with us this morning. State Senator
Robert Miller will be our next witness,
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STATEMENT OF HON. ROBERT MILLER, STATE SENATOR,
STATE OF OKLAHOMA

I am Bob Miller from district 8 over in eastern Oklahoma. I rep-
resent Okmulgee, McIntosh, Muskogee, and Haskell Counties.

Thank you for allowing me to testify on behalf of the royalty owners
and independent small producers in my area,

As you know, Oklahoma ranks fifth in oil production in the United
States. This points up the significant impact that will be felt in Okla-
lioma. The imposition of this tax is discriminatory to the people in
the State and particularly my area. :

It is my opinion that confiscation of their royalty owners property
will have a long-range adverse effect on the overall economy of Okla-
homa as well as on all the States of the Union.

Many of those who receive the royalty checks are elderly people on
fixed incomes. For many the small checks that come from the oil pro-
ducers it is their primary source of income.

To have this check literally slashed by as much as 30 to 60 percent
is disasterous.

I applaud Senator Dole and Boren for their efforts to-exempt the
small royalty owners from this unfair tax. I am hopeful that these
hearings throughout the States will have such an impact on the re-
mainder of Congress that they will take a second look at this tax
and take remedies to revise and ease the burden of it.

— - The continued imposition of this tax on Oklahoma will drain Okla-
homa of millions of dollars of valuable revenue and will further hurt
the consumer through higher fuel cost.

This truly is the worst intrusion of the Federal Government in the
free enterprise in the history of this Nation, and it makes the petro-
leum industry the scapegoat for the country’s energy problem.

The really sad part of the entire matter is that the people who are
most severly taxed are those who can least afford it and can in no
way make up their loss.

‘This particular form of tax is not only unfair to the royalty owners,
but will lessen his desire to lease his land for drilling purposes.

While this hearing is primarily directed to the royalty owner, the
tax has also adversely affected the small independent lease producer
and his plans for continuing exploration.

I would like to give you the following examples of drilling plans
of a few people in my area. One man who planned to drill 15 wells
in 1980 has reduced this to three—merely whole leases.

Another man who planned 68 wells in 1980 has reduced this down

— 1010 for the same reason. N

Another man planned to drill 50 wells and will now drill 5. Another
planned to drill 25 and will not drill any.

An independent who planned to drill 10 will drill 1. Another who
planned 15 will drill 1 and another man who planned 2 will drill none.

These examples show that this particular legislation will reduce
the number of wells drilled in a very small area in Oklahoma.

Most of these are stripper wells, but nevertheless you can see it will
have a detrimental effect on the energy sector of this country.

Of course I would like to see the entire piece of legislation repealed,
but as an alternative the least we could do is allow a 25-barrel exemp-
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tion on a per lease basis. This would greatly help the royalty owner
and would allow the independent producers the much needed capital
for continued exploration.

Thank you, Senators Boren and Dole, for allowing me to express
my concern. ‘ :

Mr. Boren. Thank you very much, Mr. Miller.

The next witness is a gentleman known to all of us. He is the presi-
dent pro tempore of the Oklahoma State Senate—the leader of the
Oklahoma State Senate, Senator Gene Howard.,

STATEMENT OF HON. GENE HOWARD, PRESIDENT PRO TEMPORE,
OKLAHOMA STATE SENATE

Mr. Howarp. Mr. Boren, Mr. Dole, I appreciate this opportunity.
I am appearing in a dual capacity as president pro tempore of the
Oklahoma Senate and at this time the acting Governor of the State
of Oklahoma.

I want to thank you for this opportunity to be heard on behalf of
the Senate and the State of Oklahoma on the windfall profit tax. -

It is my intention to leave the technical arguments to others and
address myself to the very real human problem created by this burden-
some tax.

If the tax is designed to punish large corporations, then it misses _
the mark. Instead it uses a hammer to kill an ant. The tax comes down
much more heavily on a lot of little people than it does on any faceless
corporation. ' :

If elements of the tax were designed to make it anti-inflationary,
then it does so at the expense not of the corporation but rather at the
expense of the individual royalty owner.

If the purpose of the tax is to stimulate production of energy to
meet the ongoing crisis, then it is a disaster. It is not just too little
too late ; the whole concept is flawed.

} FinallK if the tax is a manifestation of responsible government ac-
tion in the face of continuing crises, then it represents an abdication
of that responsibility. It is in the popular vernacular a copout.

In short this tax is living proof og the inability of our leaders to
please all the people all the time. It is the proverbial camel put to-
gether by a committee, It misleads; it misapplies; and it misplaces
priorities.

I believe it was Eric Sevareid who so a;l)tly described the windfall
profit tax a decade before it was signed into law.

He said, “The chief cause of problems is solutions.”

In other words, with solutions like the windfall profit tax, who needs
problems '

There are in Oklahoma today some 200,000 roKalty owners. Who are
these fat cats# Who are these culprits against whose evils the windfall
profit tax is canted ¥

They are for the most part little people, at least in a financial sense.

Their royalty incomes are measured sometimes in nickels and dimes,
certainly not in millions. )

Often as not they are retired living on the social security check and
royagltly income. The royalty income may be $300, $400, or $500 a
month.
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Not only will these royalty owners have their checks reduced, but
many will lose all their royalty income. This tax will shut down every
partial stripping well. Those wells have now become unprofitable.

It is impossible to estimate the domestic production that will be lost
from these wells, but collectively it will be substantial because that
production will be lost forever.

Add to this'the fact that the gross production tax levied by the State
of (f)iltdtahoma now in itself becomes a problem because of the windfall
profit tax.

The State gross production tax is paid on the selling price or the
price received at the well head, but the windfall profit tax 1s computed
on adjusted price which means that the royalty owner and the pro-
ducer are paying tax to the Federal Government on part of the gross
production tax they paid to the State of Oklahoma.

At the very least I plead with you to immediately grant total relief
to the small royalty owner. There is absolutely no justification in terms
of energy conservation, economic sanity or human consideration for
ap;‘ﬂyin this tax to small royalty owners.

Second, I urge that examination of special relief from marginal
stripper wells. Surely there is no logic in shutting down the goose
that 1s laying America’s golden energy egg. '

Let us learn the lessons of our own history. You cannot strengthen
the weak by weakening the strong. Just as a neutron bomb is designed
to kill only people, this tax is designed to hurt only individual citizens.
It leaves the corporations untouched.

The windfall ﬁroﬁt, tax is aimed at the building of steel and glass,
but it has hit the human being who works inside it. i

. Let us not make that mistake again. Let us examine this oppressive
tax. If we don’t, then I believe Peter Drucker will be able to add it to
his list when he admonishes us, “Look at governmental programs for
the past 50 years. Every single one, except for warfare, achieved the
exact opposite of its announced goal.”

1 thank both of you for this time.

- . Mr. Boren. Senator Dole.

Mr. Dore. I want to thank you for that excellent statement. I also
want to make the point which is sometimes overlooked, and you
touched on it in your statement.

The corporations, of course, are owned by people, too. It has been
called to my attention that Texaco has 415,000 stockholders and they
are not all oil barons either. -

I think the whole windfall profit tax is mistaken, whether it applies
to the royalty owner or the stockholder—I assume there are some
.stockholders of major companies in the audience who do not like the
‘tax either. I think that is a point we need to make,.

The way the tax finally evolved was a serious mistake, We are really
concerned about royalty owners, the stockholders, and the small inde-

ndents that Fou- mentioned. As you have rightly pointed out, in my

~ State we are already finding evidence of shutting down stripper pro-
duction because of the cost and lack of profit. )
- Mr. Howarp. I have a statement which speaks to that which I desire
be incorporated in the record. _
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Mr. Boren. We will incorporate that. I want to say as one former
Governor to the present Acting Governor, you are bearing up well
under the burdens of your office.

[The prepared statement of Mr. Howard follows:]

STATEMENT BY GENE C. HOWARD, PRESIDENT PRO TEMPORE, OKLAHOMA STATE
SENATE ’

Mr. Chairman, members of the committee: Thank you for the opportunity to
be heard this morning on behalf of all the citizens of Oklahoma and on behalf
of the Oklahoma State Senate which I serve as President Pro Tempore.

Others undoubtedly will make elogquent technical arguments against the so-
called Windfall Profits Tax enacted into law last month. It is my intention,
therefore, to set aside these technical arguments and to address myself to the
very real human problems created by this tax.

If the tax is designed to punish large corporations whose profits are deemed
excessive, then it misses the mark. Instead, it uses a hammer to kill an ant—the
tax comes down much more heavily on a lot of little people than it does on any
faceless corporation. .

If elements of the tax are designed to make it anti-inflationary, then it does
so at the expense not of the corporation, but rather at the expense of the indi-
vidual royalty owner.

If the purpose of the tax is to stimulate production of energy to meet the on-
going crisis, then it is a miserable disaster. It is disaster. It is not just too little,
too late; the whole concept is flawed in view of the historical development of the
entrepreneurial enterprises which made our nation great.

Finally, if the tax is a manifestation of responsible government action in the
face of continuing crises, then it represents an abdication of that responsibility.
1t is, in the popular vernacular, a copout.

In short, the tax is living proof of the inability of our leaders to please all
the people all the time. It is the proverbial camel put together by a committee.
It misleads, it misapplies and it misplaces priorities.

I believe it was Eric Sevareid who so aptly described the Windfall Profits Tax,
almost a decade before it was signed into law, when he said, “The chief cause of
problems is solutions.” -

Or, in other words, with solutions like the Windfall Profits Tax, who needs
problems? -

There are in Oklahoma today some 340,000 or more royalty owners who are
affected by this tax.

That is more than one Oklahoman in ten.

Who are these fat cats? Who are these benefactors of the great oil industry?
Who are these culprits against whose evils the Windfall Profits Tax is canted?

Well, let me tell you. They are, for the most part, little people, at least in a
financial sense,

They are the Aunt Minnies and Uncle Johns on the forks of the Creek in
Oklahoma.

Their oil industry incomes are measured in nickles and dimes, sometimes,
certainly not in millions.

Often as not, they are retired, living on a Social Security Check and royalty
income. That royalty income may be three hundred, or four hundred, or five
hundred dollars a month.

All of us know those Social Security checks haven’t kept abreast of inflation.
So, the only tiny hedge that these Oklahoma “oil barons” have against inflation
is the increase in their royalty checks. .

Now, this unfair and inequitable and unjust tax is depriving them of that
hedge.

If they don’t get relief, if they aren’t permitted some breathing room, their
situation will become desperate. And soon,

Let’s look at some other big oil interests that are the target of the tax.

Let's leok at the small independent producer whose strength i{s a series of
stripper wells. This tax will shut down every marginal stripper well. Those wells
will become unprofitable.

The very thing that the tax is designed to encourage—increased production—
is being reversed. Instead, production will decrease.
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It is impossible for me to estimate the domestic production that will be denied
from taking from production these marginal stripper wells. But collectively, it will
be substantial because that production will be lost forever.

These so-called oil profiteers—these small royalty owners and independent
operators—have been able to bolster the economy of their communities in Okla-
homa during recent years in a multitude of ways. Not the least among their con-
tributions has been a 7 percent gross production tax levied the past decade. That
gross production tax funds such worthwhile programs as schools and public em-
ployees retirement plans.

Now, the gross production tax levied by the State of Oklahoma becomes not an
asset to the economic picture, but a problem, and the reason for the problem is
the Windfall Profits Tax. The gross production tax is paid on the selling price. But
the Windfall Profits Tax formula is computed on the adjusted price which means
that the royalty owner and the producer are payithg a tax on part of the gross
production tax they pay to the State of Oklahoma. Contrast this to the exemptions
allowed to Alaska, Indian Tribes, charitable and educational institutions and the
inequity is obvious.

Before I finish my remarks, I want to underscore one additional point.

I have talked thus far about those who are clearly distinguished from the big
oil corporations. I have talked about the impact on royalty owners and small
producers.

But I would like to turn for just a moment to the so-called big oil companies.

I realize that it is politically unpopular in America today to defend big business.
But I submit that it is political cowardice to fail to accept even a bigger challenge.
That challenge is for those of us in public office to educate the American people
on the economic facts of life,

Those facts include the undeniable truth that the so-called big corporations are
big not because of a few rich investors, but because of thousands and thousands
of small stockholders who may realize a few dollars a year in dividends.

Further, it is an economic truth that investment capital is an absolute necessity
for economic expansion in a free enterprise system. This tax, the largest ever en-
acted against a single industry, denfies that industry the opportunity to expand
our energy resources through the traditional tool of investment of profits.

What do I propnose?

At the very best, I plead with you to immediately grant total relief to the
royalty owner. There is absolutely no justification in terms of energy conserva-
tion, economic sanity or human consideration for applying this tax to the royalty
owners.

Secondly, I urge an examination of special relief for marginal stripper wells.
Surely there is no logic in shutting down, through an overly burdensome tax,
the goose that is laying America’s golden energy egg.

Finally, I suggest a re-thinking of the wholeé eoncept of this tax.

Let us learn the lessons of our own history.

You cannot strengthen the weak by weakening the strong.

You cannot further the brotherhood of man by inciting class hatred.

This tax reminds me of the principle of the neutron bomb. Just as the neutron
bomb is designed to kill only people, this tax is designed to hurt only individual
citizens. It leaves the corporations untouched, if punitive action is its goal.

Further, it threatens to drain the pool of investment capital from the very
hands which have applied it so well to our country’s benefit in the past.

The Windfall Profits Tax has aimed at the building of steel and glass, but it
has hit the human beings who work inside it.

We are witnessing an incredible phenomenon at all levels of government, in
which the regulated become the regulators, in which the law thwarts those it
is intended to serve.

Let us not make that mistake again.

Let us re-examine the Windfall Profits Tax.

If we don't, then I believe Peter Drucker will be able to add it quickly to his
list when he admonishes us, “Look at governmental programs for the past fifty
yvears. Every single one—except for warfare—achieved the exact opposite of
its announced goal.”

Thank you.

_Mr. Boren. What Senator Howard has said about stripper produc-
tion is certainly true. Senator Dole and T have a joint amendment in
the Finance Committee when the windfall profit tax was before us

68-742 0 - 80 - 4
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that provided a total exemption for stripper production. We had that
in the bill when it left the committee, but it was taken out later in the
process. )

Stripper oil was decontrolled and the abandonment rate from strip-

“per oil wells went down by 500 percent. In other words giving it finan-
cial incentives to keep those wells alive proved that it worked.

So once we found something that did work, according to the usual
practice, you see the Government has now turned around and undone
the good they had done a few years ago when they decontrolled
stripper.

Now they have proposed this tax back on stripper production, and I
think Senator Howard is absolutely right that this is going to have a
devastating effect on the number of abandonments of the stripper pro-
duction. It is going to be very harmful to our country, and I appreciate
that particular focus on that problem.

Our next witness is the Qklahoma State senator from Pontotoc
County. I hear in my household very often that that is a very fine
county. He represents it very ably: :

Senator James McDaniel a member of the Oklahoma State Senate.

STATEMENT OF HON. JAMES McDANIEL, SENATOR,
STATE OF OKLAHOMA

M+ iicDanier. Thank you.

My name is Jim McDaniel. I am representing Senate District No. 18
in the State of Oklahoma. -

Thank you, Senator Boren, Senator Dole, for conducting the hear-
ing in Ok%,ahoma. Thank you for making these hearings accessible to
the people of Oklahoma who are affected by this issue.

I would welcome you to Oklahoma and express my appreciation for
allowing me to visit with you about the concerns of the people in my
senate district as they pertain to the windfall profit tax.

You are to be commended for vour proposed legislation to exem{)t
royalty owners from the windfall profit tax which I feel is a terribly
unfair and unjustifiable to the people not only in my district but
throughout Oklahoma.

Information that I have developed indicates that the average cut in
royalty checks since the implementation of the windfall profit tax is
one-third.

For example, one stripper well produced four barrels a.day which
resulted in a royalty check for $600 a month. With the passage of the
éggo that check has been slashed to $390—a reduction of more than

Bear in mind that this is just the average. Many are much higher.

For many people in Oklahoma the income received from their
royalties is their sole source of income. Many are widows who heavily
rely on this income and simply cannot afford to have it confiscated
from them especially at the rate of 30 to 45 percent.

According to figures prepared for me by the Qklahoma Department
of Energy, almost 9 million barrels of crude oil was produced in my
senate district in 1979. The district includes all of Coal, Pontotoc,
Hughes, and parts of Murray and Okfuskee Counties.
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Over the next 2 years nearly $170 million will be paid in windfall
profit excise taxes in that area of the State alone. .

More importantly the tax will cost the mineral owners, farmers, and
ranchers in that area a total of $39 million over the next 2 years.
Farmers, ranchers, and mineral owners are taxed at a maximum rate
and cannot afford more taxes.

Since this money is used to purchase groceries and other goods and
services in our area which creates jobs, the total economic loss to the
area in the next 2 years will exceed $107 million.

This unfair discriminatory tax is confiscation rather than taxation,
Revenue generated from this State from one of our natural resources
is being confiscated by those who are less fortunate and don’t have the
abundant supplies of oil and gas that we in Oklahoma enjoy.

I believe as strongly as anyone else that taxation should be fair and
equal. This tax is neither of those.

To confiscate money from this part of the country to subsidize the
Northeastern part of the Nation 1s unjust, unfair, and un-American.

For all of the State, the subsidy we pay to the Northeast will exceed
$750 million in 1980, rising to more than $2 billion in 1981. This 2
year, 1980-81, tax burden exceeds the total value of all crude oil pro-
duced in Oklahoma in the calender year 1979.

I am hopeful that some meaningful remedies to this problem which
threatens to rob this State of more than $2 billion over the next 2 years
can be found. )

You are on the right track; and I would encourage you to continue
to fight ; and I hope you succeed in your endeavor.

Thank you again for allowing me to discuss this critical issue with
‘ou.

’ Mr. Boren. Thank you, Senator McDaniel.

Let me ask you—I find that in my own experience the mail that I
receive on this subject—and I have received several thousand letters.
Oftentimes with a Xeroxed copy of the royalty check where the wind-
fall tax is deducted from the check and typed on to the tax stub.

Most of those that have written to me have been small royalty
owners. I am talking about maybe $200 or $300 a month or less—many
of them less than $100. T would say a very significant number of them
less than $50 2 month.

What has your experience been in terms of the amount of royalty
income that the people are getting in terms of the number of people
you have been hearing from in your own district?

Mr, McDax1eL. Senator Boren, it is similar to what you have re-
ceived also. ) ’ y

If I had more time, I could probably have more examples to pre-
sent to the Commission. We were a little limited on research for this,
and we didn't have time to get exactly—but there are many, many
people who receive these small royalty checks in my district and
throughout Oklahoma.

This has drastically reduced their income.

Mr. Boren. The majority of them are small in terms of income?

Mr. McDanieL, Very definitely.

Mr. Boren. This $10¥ million loss, is that in your district alone?

Mr. McDanNtEL. That is in my district alone,
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Mr. Borewn.-Thank you very much.

Before I present our next witness I want to make a comment about
him. He is—and I think we can be very proud of this from an Okla-
homa point of view—national chairman this past year of the Inde-
pendent Petroleum Association of America who are the independent
producers, not the large companies but the smaller independent pro-
ducers who operate inside the United States; and at various times
during the discussion and debate whose ainendments have gone back
and forth.

I know there have been some who have said that the producers ought
to just look out for themselves and not try to-look out for the royalty
owners.

I can tell you from having dealt with this particular gentleman on
a day-to-day basis representing and speaking for his association of
independent producers that time and time again he has said, “WVhat-
ever we do we are not going to desert the royalty owner.” '

He was one of the few people who constantly was speaking out on
behalf of the royalty owner and their interest during the discussion.
I think we can be very proud of that from an Oklahoma point of view
and proud of the fact that he took that position as chairman of that
organization.

rom Bristow, Okla, and his name is Tom McAdams. He is the
chairman of the Independent Peteroleum Association of America. Tom
we are very glad to have you with us today.

STATEMENT OF TOM McADAMS, PRESIDENT, INDEPENDENT
PETROLEUM ASSOCIATION OF AMERICA

hMr. McApams. Thank you, sir, for those kind words. I do appreciaie
them,

As you stated my name is Tom McAdams. I am from Bristow, Okla.
Iam refn'esenting the Independent Petroleum Association of America
of which I serve as chairman of the board.

The IPAA is a national association of independent oil and natural
gas producers having some 5,600 members.

The statement I am to make this morning is joined in jointly by
the Oklahoma Independent Petroleum Association.

I appreciated Senator Howard’s statement a minute ago with refer-
ence to the Stripper Well Association. I served as president of that
association for 2 years so I am very familiar with their operation.

I wish to express gratitude of the independent producers nation-
wide to you, Senator Boren, and to you, Senator Dole, for your con-
structive consistent bipartisan efforts to persuade your colleagues in
the Senate of the unprecedented challenge of finding and producing
domestic oil in the future. ‘ '

As bad as the so-called windfall profit tax is it would have been
far worse except for your efforts. All Americans are indebted to you
and your great courage to do what is right with respect to the energy
policy rather than what may be po]iticaIFy popular. - )

Along with you the IPA'A fought for full percentage depletion for
the independent producers and the royalty owners. As you know we
won that one. '
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Along with you we fought for full exemption from the windfall
profit tax for both royalty owners and independents. Unfortunately,
we lost that one, but we do not believe the fight is over; and I am
proud to see that you do not either. .

I want to thank the subcommittee for this hearinr; to examine the
impact of the crude oil windfall profit tax on royalty owners, inde-
pendent producers, and future domestic oil production.

For royalty owners the tax is confiscatory. Worse, it came as a sur-
prise to thousands of royalty owners who learned that they were af-
fected by it only after it had been enacted.

For independent producers the tax is extremely complex and con-
fusing. Literally thousands of producer and royalty owners do not
know whether the tax withheld on their oil was correct or incorrect.

The complexity arises for independent producers because it applies
to the individual properties each of which involves different working
or overriding interests. Each is affected by difterent tax rates.

The operator must separate or certify different production cate-
gories monthly and declare his own and others’ tax liability therefore.
After fighting his way through a maze of mathematical computations
and definitions, the operator must certify his tax liability under pen-
alty of perjury.

The margin for honest error is immense. It remains to be seen
. whether a law involving such regulatory complexities can be enforced.
-~ Although it represents an almost unbelievable regulatory problem
and financial burden for crude oil royalty owners and producers, not
borne by other Americans, the impact of this tax on the Nation’s
energy future transcends all other considerations.

It is becoming more and more apparent however that the domestic
industry, even in the absence of this tax, would be increasingly hard
pressed to generate sufficient capital resources to assure adequate levels
of exploratory drilling and development through the 1980’s.

We have in our statement figures and computations to support this
need for additional capital to be generated by the independents; and
if we may, we ask that it be incorporated in our statement,

Mr. Boren. It will be.

[The prepared statement of Mr. McAdams follows:] -

STATEMENT BY ToM P. MCADAMS, JR.,, CHAIRMAN, BOARD OF DIRECTORS,
INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA

I am Tom P. McAdams of Bristow, Oklahoma. I appear here in behalf of the
Independent Petroleum Assoclation of America, of which I am Chairman of the
Board_of Directors. The IPAA is a national assoclation of independent ofl and
?;tura:l gas producers having some 5,600 members in every producing area of

e natfon.

At the outset, I wish to commend this subcommittee for fts initiative in sched-
uling these hearings. Too often, bad law is enacted and soon forgotten. The
so-called “Windfall Profit Tax Act of 1980" is unprecedented in so many respects
that such monitoring by the Congress is both wise and essential.

In testimony before both the House- Ways and Means Committee and the
Senate Finance Committee, the IPAA—along with many others—opposed the
enactment of this legislation because it clearly i{s contrary to the national in-
terest which can only be served by maximizing our domestic energy produc-
tion. Unfortunately, a majority in the Congress could not see the long established
fact that the quantity of ojl found and produced for the consuming public is
directly related to the income realized by producers.
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It is now well known that this tax is not related to “profit” in any way. It is
the most exorbitant excise tax ever enacted on an essential commodity. The only
“windfall” recipient is the Federal Government, and the extent of this govern-
ment windfall was described as follows in a recent analysis by Chase Manhattan
Bank: -

“Without changes in the tax laws, about nalf of the so-called windfall would
have gone to various arms of government in the form of higher income taxes,
severance taxes and royalties.

“The application of the Windfall Profits Tax will add another $227 billion to
the government share, bringing it to about $700 billion dollars over the decade.
The federal government's share of the windfall amounts to 83 percent, with the
balance going to state and local governments.”

No purpose is served in belaboring how or why this legislation was enacted.
Directly, it affects about 12,000 entities which produce domestic crude oil, and
perhaps 1,000,000 individuals who own crude oil mineral interests, or royalties.
Indirectly, it affects every American because it will, unquestionably, result in
the production of less domestic oil and greater dependence on foreign oil.

The hundreds of thousands of royalty owners undoubtedly were the cruelest
victims of this tax. President Carter did not once hint that this tax would affect
royalty owners. His rhetoric in “selling” the tax was directed almost exclusively
at the multi-national oil companies. Many, if not most, royalty owners discovered
that the tax applied to them only when they received a much smaller check for
their crude oil in the month of March.

‘Chousands of royalty owners pay the maximum “windfall profit” rate, 70 per-
cent, on fractional interests of less than a barrel of crude oil. Someone's com-
puter in a far distant place makes the tax computation. The affected royalty
owner has no way of knowing whether the tax is correct. If it is incorrect, he
has no way of knowing whether he is the victim or beneficiary of the error.

Prior to enactment of the tax, no one was ohligated to inform royalty own-
ers about the tax, and no effort was made by Government to do so. Only after
implementation of the tax did affected royalty owners learn the hard truth, and
this may have been the first occasion when hundreds of thousands of Americans
learned they would be affected by a confiscatory tax only after its enactment.

For royalty owners, and for all affected interests, the erude oil “windfall profit”
tax is a discriminatory burden. For independent producers who operate pro-
ducing properties it is discriminatnry, extremely complex and confusing.

The tax is applied to individual producing properties. Each such property may
involve different working and/or overriding interests—all affected by varying
tax rates. The operator must separate and certify different production categories
each month and declare his own and others' tax liability therefor. This system
involves unbelievably complicated mathematical computations, regulatory
processes and definitions. After fighting through this unfamiliar maze, each
operator must certify his own eligibility as to the applicable tax rates under
penalty of perjury.

In trying to comply with such a system, honest mistakes will be unavoidable,
and enforcement will be costly and difficult if not impossible. As the subcommittee
is aware, many—including the IPAA—urged simplification of any tax enacted.
But simplification was politically rejected, and if anything the tax was
“progressively complexified” as it moved through the legislative process.

Royalty owners and producers affected are understandably outraged victims
of this discriminatory tax. Its implications for the Nation's energy future
however, far transcend its effects on individuals or producing companies. The
tax resulted, very simply, because of political perceptions that domestic crude
oil price decontrol would generate more revenues than domestic producers could
wisely use. It is becoming more and more apparent, however, that the domestic
industry—even in the absence of this tax—would be increasingly hard-pressed
to generate sufficient capital resources to assure adequate levels of exploration,
drilling and development through the 1980's.

Crude oil and natural gas unquestionably will continue to dominate the energy
mix in the United States for the rest of this century. We have the resources and
resourcefulness to provide the great bulk of our petroleum requirements through
this transitional period. The principal factor limiting development of our
petroleum resources will be the ability—or inability—of domestic producers to
generate and attract adequate risk capital.

The IPAA is now in process of analyzing the requirements for domestic
drilling activity and capital funds through the 1980’s. For purposes of this
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analysis, we have assumed inflation at the average experienced in drilling for
the past five years (nearly 16 percent), and overall energy demand growth of no

- more than two percent. We also are assuming the Administration's .goal of

reducing import dependence by 1990 to one-half the 1977 import rate of 8.5
million barrels daily and that gas production will rise by two percent per year.

To meet such import policy goals under any of the probable demand projections
will involve unprecedented capital expenditures for exploration and development.
It is important to realize that under continued inflation as experienced in the past
five years, the cost of drilling and completing the average well will rise to $1.9
million by 1990.

Asguming that total energy use will rise no more than two percent annually, and
that displacement of oil by gas and other energy forms is such that no growth in
oll consumption occurs, we still would be required to increase domestic crude oil
production from 9 million barrels daily in 1980 to 11.9 million barrels a day in
1890—to meet the President’s import reduction goal. To do this, we would have to
drill over 1,125,000 total wells at a cost of $1.2 trillion.

In the next 10 years, we will experience an addition of more than 25 million
to the U.S. work force. To do this and maintain the growth and productivity
essential to a sound economy, many believe it will be difficult to restrain overall
energy growth to two percent. Also, we are not assured that displacement by
other fuels can be sufficient to prevent increased demaund for ofl.

Should ofl demand rise as much as two percent for the long run, it would be
necessary to spend nearly $1.6 trillion for drilling to reduce import dependence
by half in the 1980's.

The dimension of these capital requirements—ranging upward from $1.2 trillion
in just this decade—makes clear that the domestic industry faces a difficult
challenge of generating and attracting enough risk capital.

It is clear that the government’s ‘‘windfall” from the crude ofl excise tax will
be a major impediment to the needed domestic exploration and development in
the next 10 years. It is time for our government to decide which is most im-
portant: greater energy security or greater government revenues from punitive
taxes. We cannot have both.

It 1s clear that the Congress should reopen this issue and reconsider and
hopefully rescind the “windfall profit” tax, if we indeed do wish to reduce our
import dependence to manageable proportions. I again wish to commend the
Senator from Oklahoma and the Senator from Kansas for initiating these hear-
ings, and for their statesmanlike efforts—past and present-—in support of
productive rather than counterproductive energy policies.

Mr. Boren. I ask Senator Dole if he has any questions.

Mr. DoLe. I want to join in the comments made by Senator Boren
earlier, Tom, for your leadership and help during the consideration
of the windfall bill and also for the assistance of the IPAA.

When the windfall bill first left the Senate, it was in fair shape as
far as independents and royalty owners are concerned. But then in
the second conference session, $50 billion in new revenue was added
so the conferees had to start reaching out and taxing more people.

“That is when it became difficult for royalty owners.

I want the record to show that some argued for justification, “Well,
the royalty owners don’t have any risk anyway. They don’t put up any
money. We will just load them up with a tax.”

It was also argued that this was a big windfall for the landowner
and the royalty owner. They do not have any expense. Some appeared
to believe that if the landowner gets anvthing, it is a gift. )

In my view, royalty owners provide the essential resource. They
provide the oil. They do not have to lease that land.

I want the record to show that you never advocated taxing royalty
owners nor did manv others from this part of the country. I think with
your help and the IPA A assistance maybe we can bring some of those
back on our side who should have been there in the first place.
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Mr. McApams. We wish we could have had this audience up there
for'some of those hearings we had in Washington.

Mr. DoLe. Right.

I don’t want to take more time, but I think Senator Boren had a
good point. Just raise your hands. How many people in the audience
told?ay——royalty owners—thought you were going to pay any taxes at
al

Mr. Boren. Before the bill passed.

Mr. DoLe. Before the bill passed.

How many thought it was going to be 70 or 60 percent ?

Woell, not very many. It indicates that communication was a prob-
lem. Every time somebody went on television or something talkin
about taxing big oil, is why I think many royalty owners and land-
owners assumed that, “Well, that is not me.” :

Thank you.

Mr. Boren. Let me ask Mr. McAdams—you mentioned that the
IPAA developed some general figures about how much more produc-
tion we would have had without the windfall profit tax than with it.

I .can’t remember that exact data, but isn’t it somewhere between 1
and 2 million barrels a day that would have been produced additionally
in this country without the windfall profit tax that will be lost now to
domestic production because of it ¢

Mr. McApawms. Right, Senator. ]

And one thing we don’t want to forget either. We are still Ameri-
cans and we are still importing 50 percent of our oil from overseas,
and we have got to continue to develop the domestic industry in this
country.

We are presently drilling 40,000 wells a year. We should be drilling
70,000 wells every year. :

Mr. Boren. For all the talk that we saw on the floors of Congress
and in the media during the debate on the windfall profit tax, isn’t
it true that this bill ended up not putting one penny in tax on profits
of the large international oil companies on any oil produced overseas?

Isn’t it true that it only ended up taxing oil per barrel and the
royalty owners who own the oil only on oil inside the United States
produced here at home?

Mr. McApawms. That is very true, sir. .

This tax is not a tax on profit because the man that is producing
o}?e well out there—if he loses money on that production, still will pay
this tax.

Mr. Boren. That is correct.

I think that point is well taken. The only time the word “profit”
appears in that whole big thick package bill is in the title.

One thing that we finally did get put in it is that they could not take
more than 90 percent of all of the income from profit. My goodness,
what a concession that was.

Mr. DoLe. And T might add it was 100 percent in the House bill.

It said, “In no event shall the tax exceed 100 percent of net income.”

Mr. Boren. That is right. They presented that as if that were a
great gift to the American public as T recall at the time.

Our next witness is the director of the State department of energy.
I might say with some pride that he was formerly my energy adviser
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and staff member when I was in the Governor’s office, Mr. Sam
Hammons.

STATEMENT OF SAM HAMMONS, DIRECTOR, OKLAHOMA
DEPARTMENT OF ENERGY

Mr. Hammons, Thank you very much.

Mr. Boren, and, Senator Dole, as director of the Oklahoma depart-
ment of cnergy I am submitting today’s testimony on behalf of Gov.
George Nigh.

It is in the best interest of every American consumer to produce
every available barrel of oil from existing and new wells.

Today our Nation imports 45 percent of its petroleum needs repre-
senting a drain of $2 billion per week to OPEC.

This drain of wealth can be stopped only with an aggressive explora-
tion program searching our new oil reserves and enhancing the pro-
duction from old wells.

The single greatest reason for this dangerous growth of imported
oil has been Federal pricing policy. As long as the user can mix $20 or
$30 imported oil with Oklahoma o1l priced Ey the Federal Government
at $5 to $6 per barrel, it will be economical to continue using imported
oil rather than another energy source.

In effect we have been subsidizing OPEC while placing our own
national security in great peril.

The cost of exploration for oil and gas in the United States has
doubled since 1970. If the United States is to achieve its goal of energy
independence, billions of dollars must be expended by the private sec-
tor to discover and develop new petroleum resources.

Oklahoma ranks fifth among States in crude oil. It is the fourth
largest energy exporting State. There are over 65,000 stripper wells
in Oklahoma.

Stripper wells for the most part are not operated by major oil com-
panies, but by the smaller independent producers whose operating pro-
cedures are characterized by more expensive operational procedures.

Thus these wells are quick to react to adverse economics such as
would result from windfall profit tax. It is estimated that this excise
tax would result in an average effective price rollback for the inde-
pendent stripper operator of more than $6 per barrel, and for more
than $12 per barrel for those classified as majors.

According to the National Stripper Well Association, this reduction
in income would translate into an incresse of approximately 20,000
stripper well abandonments and a loss of 11 million barrels of crude
oil per year in Qklahoma during the 1980’s.

Mr. Boren. Let me stop you here, if I might. I think many members
of the Senate did not understand that they were actually rolling back
the price of any category of oil. They all had the impression it would
decontrol the price of all categories of oil. It was going up; and
therefore even 1if you collected a 60- or 7T0-percent tax, the price would
still be higher. That the producers of oil would still have more.

But you have pointed out that in the case of stripper oil as I under-
stand your testimony that the price will actually be lower now in
terms of the net to the producer and the royalty owner than was the
case before the Government started with its present decontrol program.
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Mr. Hammons. That is correct.

That point is one of the least understood portions of the tax. It would
be an eftective rollback. -

It makes absolutely no sense to cause the premature abandonment
of the marginal wells for which the social and environmental costs
have already been paid, especially when there is such potential for
enhanced recovery.

Oklahoma has produced 1114 billion barrels of oil. More impor-
tantly there are 26 billion barrels of known petroleum reserves stiFl in
the ground awaiting economic incentives and technological applica-
tions. Taxing these wells provides neither.

Over 4,500 majors and independents and some 200,000 royalty owners
in Oklahoma will pay over $4.3 million to the Federal Government
over the next 2 years 1 the form of income taxes and windfall profits
taxes.

Just analyzing the windfall profits tax on the royalty owners alone
will cost Oklahoma royalty owners over $626 million in 1980 and 1981.

A study done in Garfield County, Okla., 2 years ago estimated that
royalty income had a multiplier effect of 2.73 within that county’s
economy.

Based on that study the loss of royalty income alone resulted in a
total economic loss of 1.7 billion dollars in Oklahoma during 1980 and
1981, ‘

When you combine the impact on producers, the numbers are stag-
gering. A conservative estimate would put the total economic loss in
Oklahoma at $3.8 billion over the next 2 years. That figure is conserva-
tive because it does not estimate economic growth that would occur
from increased drilling or the continued production of marginal wells
which would occur in the absence of the windfall profits tax.

The windfall profits tax will be passed to the consumer who will
have to pay higher prices for gasoline, diesel, and other petroleum

roducts,
P If we are going to pay these higher prices, then we feel we should
get something in return and paying billions more in Federal taxes is
not what we had in mind. What we should get is more domestically
produced energy.

I close this statement with a quote from Governor Nigh in debate
at a National Governors’ Association meeting which adopted his reso-
lution calling for a plowback credit against any windfall profits tax
in 1990.

The windfall profit tax ultimately means the consumer paying higher prices
and buying higher priced fuel. What we have to do is give them something for
those taxes. Allowing a plowback provision against the tax will give us incentive
to develop greater supplies and sources of domestic energy.

In other words if a producer uses the increased revenue from decon-
trolled prices to produce domestic energy of any form, that producer
should not be taxed.

Also farmers, ranchers and other royalty owners who are having a
difficult enough time as it is should not be subject to this type of excise
tax. :

Governor Nigh fully supports your efforts in their behalf.

Thank you.
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Mr. Boren. Thank you very much and express to the Governor our
appreciation for his comments which you have delivered to us.
[The full statement of Mr. Hammons follows:]

TESTIMONY BY SAM HAMMONS, ON BEHALF OF GOVERNOR GEORGE NIGH, PRESENTED
BEFORE THE SENATE FINANCE COMMITTEE

Senator Eoren, Senator Dole, as director of the Oklahoma Department of En-
ergy, it is my pleasure to be here today and submit the following testimony on
behalf of Governor George Nigh. -

INTRODUCTION

It is in the best interest of every American consumer to produce every available
barrel of oil from existing and new wells. Today our nation imports more than
45 percent of its petroleum needs, representing a drain of $2 billion per week
to OPEC. This demonstrates the distressing balance of trade deficit that exists
in our nation. This drain of wealth can be stopped only with an aggressive ex-
ploration program searching out new oil reserves and enhancing the production
from oil wells. -

Before the Arab Embargo in 1973, we imported 29 percent of our energy re-
quirements. Today, after many years of regulation by the Federal Government,
our imports have increased to their current levels. The single greatest reason for

" this dangerous growth of imported oil has been federal pricing policies. As long.

as a user can mix $20 or $20 imported oil with Oklahoma oil priced by the Federal
Government at $5 to $6 per barrel, it will be economical to continue using im-
ported oil rather than another energy source. In effect, we have been subsidizing
OPEC while placing our own national security in great peril.

The cost of exploration for oil and gas in the United States has doubled since
1970. If the United States is to achieve its goal of energy independence, billions
of dollars must be expended by the private sector to discover and develop new
petroleum resources. It is also clear that we cannot continue to consume almost
4 times as much petroleum as we find without serious social, military, political
and economic consequences. Therefore, each of the producing states must set
near-term goals to increase, by substantial amounts, our nation’s domestic pro-
duction capability. This goal can only be accomplished if producers are given
adequate financial incentives to reinvest their revenues in domestic exploration
and development programs.

OKLAHOMA EXPERIENCE

Oklahoma ranks 5th among the States in production of crude oll. It is the 4th
largest energy-exporting state. There are over 65,000 stripper wells in the State
of Oklahoma. Stripper wells, for the most part, are not operated by the major
oil companies but by the smaller independent producers whose operating pro-
cedures are characterized by more expensive operational procedures. Hence, these
wells are quick to react to adverse economics such as would result from the wind-
fall profits tax. It is estimated that the excise tax would result in an average
effective price rollback for the independent stripper operator of more than $6
per barrel, and more than $12 per barrel for those classified as majors.

According to the National Stripper Well Association, this reduction in income
would translate to an increase of approximately 20,000 stripper well abandon-
ments and a loss of 11 million barrels of crude oil per year in Oklahoma during
the 1980’s. An important side effect of these abandonments is the loss of petroleum
back into the formation—reserves which form the base for much of our potential
future petroleum recovery. It makes absolutely no sense to cause the premature
abandonment of marginal wells for which the social and environmental costs
have already been paid, especially when there is such potential for enhanced
recovery. Oklahoma has produced 1135 billlon barrels of oil. More important,
there are 26 billion barrels of known petroleum reserves still in the ground await-
ing economic incentives and technological applications. Taxing these wells pro-

vides neither.
ECONOMIC IMPACT

Over 4500 majors and independents, and some 200,000 royalty owners in Okla-
homa will pay over $4.3 billion to the Federal Government over the next two
years in the form of income taxes and windfall profits taxes. Just analyzing the
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windfall profits tax on the royalty owners alone, we project it will cost Oklahoma
royalty owners some $626 _million in 1980 and 1981, A study done in Garfield
County, Oklahoma in 1977, estimated that royalty income had a multiplier effect
9f 2.73 within that county's economy. Based on that study, the loss of royalty
income alone will result in a total economic loss of $1.7 billion in Oklahoma dur-
ing 1980 and 1981.

When you combine the impact on producers, the numbers are staggering. A
conservative estimate would put the total economic loss in Oklahoma at $3.8
billion over the next two years—conservative because it does not estimate eco-
fiomiec growth that would occur from the increased drilling or the continued
production of marginal wells which would occur in the absence of the windfall

profits tax.
ECONOMIC IMPACT TO CONSUMER

" The windfall profits tax will be passed to the consumer who will have to pay
higher prices for gasoline, diesel and other petroleum products. If we are going
to pay these higher prices, then we feel that we should get something in return—
and paying billions more in federal taxes is not what we have in mind. What
we should get is more domestically-produced energy.

Last year the National Governors’ Association, the Midwestern Governors’
Conference and the Southern Governors’ Association all adopted Governor Nigh'y
resolution calling for the adoption of a plowback credit against any windfall prof-
its tax which might be enacted. During debate on the resolution at the National
Governors’ Association, Governor Nigh said, “The windfall profits tax ultimately
means the consumer paying higher taxes and buying higher priced fuel. What
we have to do is give them something for those taxes. Allowing a plowback
provision against the tax will give us incentive to develop greater supplies and
sources of domestic energy.” In other words, if a producer uses the increased
revenue from decontrolled prices to produce domestic energy of any form, that
producer should not be taxed. Also farmers, ranchers and other royalty owners
who are having a difficult enough time as it {s should not be subject to this type

of excise tax.
On behalf of the Governor, I would like to thank you for this opportunity to

express ourselves on this issue of vital importance to Okiahoma.

Mr. Boren. Our next witness—we are very pleased to have her come
and testify at his time—is Irene Garner. Mrs, Irene Garner of Mays-
ville, Okla. -

STATEMENT OF IRENE GARNER, MAYSVILLE, OKLA.

Mrs. GARNER. Good morning, Senator Boren and Senator Dole.

I appreciate the opg»ortunity of coming before you to express my
sentiments about windfall profits tax. ,

First I would like to say that the royalty I own and on which there
is now production was mineral rights witn the farm that was a heritage
handed down to me by my mother and father, but that we as a family
worked long hard hours to attain. ‘

We as royalty owners know that when we sell a lease we relinquish
seven-eights or thirteen-sixteenths interest to the oil company hoping
there will be production.

Now for the Government to tax this remaining oil at the same rate
as major companies seems very unfair.

The windfall profits tax is unfair since charitable, governmental and
Indian oil royalty owners are exempt. To me the tax represents con-
fiscation of private property and capital.

There is no precedent for such a Jaw; and if not repealed, will be- _
come a monster destroying not only the rights of all other mineral
holders but our entire free enterprise system.
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I think the tax was rightfully named for I remember as a child 1
visited my grandmother who owned a large applé orchard, and the bad
or rotten apples that fell off the trees first were called windfalls.

The results of this tax on the income of the many of we widows who
are already retired or nearing retirement and depending on the income
of o1l to supplement our social security so that we will not be a burden
to our children is bad and rotten.

Mr. Boren. Thank you very much, Mrs. Garner.

Senator Dole, did you have a comment ?

Senator DoLe. I think that is a very good line. I wish I had thought
of that.

Mr. Boren. We will do our best to see that all the members of the
committee read that testimony.

Mr. BoreNn. Our next witness is hers representing the Royalty Own-
ers Action Committee.

STATEMENT OF JAMES L. STAFFORD, ROYALTY OWNERS
- ACTION COMMITTEE

My. Starrorn. I am Jim Stafford from Pontotoc County. We seem to
occupy a great position of dominance here today.

Also I wasa member of the White House Task Force on Regulatory
Reform some years ago so I am not exactly a proponent of excessive
regulation and taxation. ’

ut you know back when—on April 2 most of our people—most of
our contacts really didn’t know what was happening.

The way President Carter signed it into law, this tax is going to
make the dust bowl seem tame by comparison.

We feel there are more circling bureaucrats coming down and pick-
ing our bones clean. We feel it confiscates our assets, nationalizes our
private property, is grossly unconstitutional, will cause economic chaos
;o t(}llp elderly, and dry up capital formation and curtail exploration

unding.

Further, it will increase the welfare rolls, force families from their
farms and ranches, and demolish the economy of our small rural
towns.

We had no idea that President Carter’s plan to free the Nation from
OPEC’s energy stranglehold included leading 2 million farmers and
ranchers to the slaughterhouse,

We were even so trustful of the White House we actually believed
that most of the money being collected would finance alternative energy
sources rather than be trickled out to promote the latest welfare
schemes to satisfy an election-hungry politician and the chronically
out of work. ]

We think the President was ill advised. To most of us it seems like
a national conspiracy. Now we realize we were vulnerable. We had
no national voice—no organized effort to let our wrath be heard.

We also were guilty of letting some other people try to do our job—
the independent producers who lead the oil caravan to Washington.

They did a good job for us. I went along to try to tell our story all
the way from Tulsa to New York, with a stop of course in Washington,
- still trying to tell the story.
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Well, from this experience of talking to about 200 of the Nation’s
business and financial writers it became painfully obvious that only a
handful of reporters in the Nation had the vaguest idea of the eco-
nomics of the oil industry.

The idea of royalty ownership is straight out of “Star Wars” to
all but a handful.

Our business is complex and it is totally misunderstood by much of
the Nation.

You two gentlemen have a hard job in front of you. We are 100
percent behind you. _

We would like to comment in the end that we would like these hear-
ings to be taken to some financial centers of the United States. We
think that if you held this hearing in New York, Chicago, or Los
Angeles that it would take the onus of guilt away from the southwest
where they believe everyone is a J. R. Ewing.

Mr. Boren. Thank you very much and we will include in the record
any additional statement that you did not have a chance to present.

The full statement of Mr. Stafford is as follows:]

SENATE FINANCE COMMITTEE TESTIMONY—JAMES L. STAFFORD, ADA, OKLA,,
ACTING DIRECTOR, RoyALTY OWNERS AcTION COMMITTEE

On April 2, while royalty owners throughout the nation were working on their
farms and ranches, President Carter signed into law a tax that will make the
Dustbowl seem tame by comparison, to the state of Oklahoma.

Unless we fight back now, we fear the sky will soon be filled with some circling
hureaucrats ready to swoop down and pick our bones clean with even more
legislation.

Put kindly, the bill confiscates our assets, nationalizes private property, is
grossly un-Constitutional, will cause economic chaos to the elderly, dry up capital
formation and curtail exploration funding.

Further, it will increase the welfare rolls, force families from their farms and
ranches and demolish the economy of our small and rural towns.

It also will ensure a Democratic defeat this November, unless remedied.

Few of us back in January had a notion we were about to be sacrificed at a tax
rateas high as the major oll companies. Even our best friends in Washington,
including many of our elected officials, were reluctant to let us know that
President Carter's “plan to free the nation from OPEC’s energy stranglehold”
Included leading 2 million farmers and ranchers to the slaughterhouse.

We were even so trustful of our nation’s leadership that we also actually be-
lieved most of the money was to be collected from the Exxons of the nation to
finance alternative energy sources, rather than be trickled out to promote the
latest welfare schemes, to satisfy some election-hungry politicians and the
chronically out-of-work.

Too many of us here not familiar with Washington's practical politics, it
seemed like a national conspiracy. Now we realize we were vulnerable. We had no
national voice, no organized effort to let our wrath be heard.

We also were guilty of letting some other people try to do our job ... The
independent producers, who lead the oil caravan to Washington. I admit I, too,
was sold that they had the royalty owners interests at heart. I was so confldent
that I volunteered to handle publicity and act as advance man into Washington
to ensure that the royalty owners got their fair shake.

As a former public information director for the U.S. Department of Transpor-
fation and a Washington and New York public affairs counselor, I felt I eould
add a dimension to the effort. We worked hard, generated about $3 million in
publicity results, and got the independents story told to a hostile press. But it
was too little, too late.

And of the 38,000 clippings I've analyzed since then, it is obvious, painfully
obvious, that only a handful of reporters in the nation have the vaguest idea of
the oil industry. The idea of royalty ownership is straight out of “Star Wars"
to all but three of that handful.
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So we made a mistake. We let someone else try to do our talking. And they've
got their own fish to fry. So now we want to stand up and fight back. And on our
own, and with oitr own facts.

For example, many -of us had been receiving little warning notes from the pur-
chasing companies for several months prior to April. Rather than getting ready
to fight, most of us simply assumed “big oil” was going to take care of “little
oil.” I assure this committee, nothing could be further from the-truth, One major
purchaser said last week that he considered royalty owners to be the biggest
pain of his existence. “They write us to defend them, when we've got a totally
different set of problems.”

Further, Mr. Chairman, we in Oklahoma have always had some pretty tough
“mean Dbig brothers” in Washington to help us out. We got lulled into letting
them fight our fights. In this case. however, our news ahout the threat only came
from one source—an article by Herb Karner of the Tulsa World, who had ana-
lyzed some facts and figures that were alarming. I campaigned through the state
with this clipping, but I couldn’t stir up much indignation. One West Texas oil

man told me, ‘“Don't worry, son, this is America. It won’t happen.”

Today we want to parade forth some facts that point out our feelings. And
we want to warn this committee of our other fears.

First, we have a hard time in Oklahoma realizing that “oll" is a dirty word in
most of the nation, Thus, it has been tough to realize that while the White House
crowed about getting “Big Oil,” the majors were getting the best shake pos-
sible. Their profits flow unceasingly from overseas.

Secondly, many of us also don't fully realize that to many bureaucrats, the
word ‘profit” is also without honor. To us it means the fulfiliment of hard-work,
a hope and a dream. You might compare it to getting a GS-18 rating and a new
bicyele and briefcase on the same day.

We further think that the administration hoodwinked Congressmen and

Senators into believing that they were acting in the national interest, when the _

White House was orchestrating an election at the royalty owners expense.

We also think passage of the windfall profits tax proves that Congress can and
will tax the production of this nation to excess. All they have to do is put a
catch name on the tax—Ilike “windfall profits”-—and blame somebody unpopular
with the voters, like “Big Oil.”

Most of the hundreds of royalty owners 1've talked to in the past three months
believe this to be the biggest tax extortion in history.

I call it the biggest step toward nationalization of assets since Hitler seized
control of Germany’s industrial organization. And its economic impact will prove
devastating, as your statisticians most probably know.

Let's take Pontotoc County as an example. When King Cotton bowed his head
and died back in the 1920’s folks were packing up for jobs in the bigger cities,
when the prolific Beebee fleld was discovered. Later, when the Depression had
county residents heading for the soup lines, the Fitts Field came to our rescue.
As a result, Pontotoe County, and Ada, survived. Jobs creation was the principal
reason, however, and not because of the handful of millionaires produced by
drilling activity. (To set the record straight, for every one of the millionaires,
at least 100 wildcatters went broke and have stayed broke). Yet because of the
land ownership patterns, about 3,000 or more farmers and ranchers have re-
celved royalties over the years. The value received per average recipient, even
with the increased price of oil, is still well under $200 per run check according
to one bank official, This, plus social security, enables a lot of the county to
squeak by, he states. He notes that there are about a hundred professional
speculators who have parlayed into some healthy interests that would distort
statistical attempts.

Today, however, courtesy of the government, the county faces an immediate
loss of $5 million to $8 million in disposable income from royalty owners alone.
This amounts to the loss in that county of an industry employing approximately
650 people. In a county of about 368,000 residents, that's severe economic impact.

Even worse is what may happen within the next 18 months, according to
Tulsa oilnan, E. E. Myeroff, who states that 80,000 of our nation’s stripper wells
may be abandoned. Much of the county’s $42 million in production {s from manr
ginal stripper wells of less than ten barrels daily. The county could be hard hit
by abandonment when these wells become too costly to_operate. This would
batter not only the independent producers and royalty owners but also destroy oil-
field service industries that give the county economic stability. Dollar-wise thls
lmpact could eventually rob the county of over $32 million yearly.
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Veteran Chamber of Commerce executive Ted Savage summed up the impact
of the windfall profits tax on Southeastern Oklahoma in these words: “It could
prove a hard set-back. Most of our business and cultural institutions have been
financed largely by oil interests. Capital for our businesses has largely been
advanced by these same interests. It has been oil that has enabled us to achieve
steady and desirable growth and the ability to finance new industry and develop-
ment and to achieve an enviable standard of liveability. It will hit hardest on
the elderly and the farmers and ranchers. Most royalty owners here have spent
five decades to accumulate and hold on to their interests. Now it would seem that
one bill could destroy not only an industry but also an entire economic base.”

The profile of a Pontotoc royalty owner seems to follow demographics present
in much of the siate. About 80 percent of royalty owners are over 60 according
to rough estimates by T. E. Kemp, a veteran oilman and attorney. Women
predominate, with a large number of widows, based on life-span rates and the
development date of most County fields. A majority were believed to be retired.

About 50 percent are still living on small farms, ranches and in small farming
communities, according to a veteran pumper and gauger. Income in most cases
includes social security, royalty income, backed with some seasonal crop re-
ceipts, he states.

In letters and interviews received from throughout the state, we can deter-
mine a better protile of the impact on the elderly. Here are some comments
received in the last two weeks in response to an article in the Oklahoma City
Times:

From Tecumseh, Oklahoma, Mrs. Zelta Richardson writes from her hospital
bed that she has never before protested a government action, but after working
a lifetime to accumulate acreage she is compelled to call this tax unfair, unjust
and a disgrace. Mrs. Richardson is in poor health and hospitalized and asked
that I read the above statement. Incidentally, this pioneer woman carved out
her holdings through her own toil and sweat, with no help or inheritance.

Mrs. Betty Stalcup of Oklahoma City states it is time to wake up and keep
anyone out of oftice who sees fit to write laws to steal. From Duncan, an elderly
widow writes that her income is confined to social security, royalty and a small
pension. Her royalty check goes to help pay for her medication, which amounts
to $25 a month. She enclosed her royalty check for last month. It had been cut
from ;312 to $18. Next month it'll be more. Gentlemen, this is the big oil you just
attacked.

Another elderly widow, a Mrs. Marshall, writes from Oklahoma City that
she is totally dependent upon her small royalty income for a living. She endorses
totally the Boren-Dole Bill. From Purcell, a gentleman writes that his family
royalty income had been pledged to cover investments. He states that the one-
third cut in his family income has placed him in a finanecial bind from which
there is no way to recover. He states that politicians seem to be out of touch with
reality and suggests that most Senators seem to be too wealthy to relate to the
common man, He suggests no more than two terms in office.

A T4-year-old widow, the epitome of the big oil interests Congress attacked,
writes that her father was a cattleman who did 18 hours ¢f outside work in
patched overalls to hold on to their land near Dunean during the Depression.
She personally sold eggs and butter door-to-door before taking a school teaching
Job in South Dakota, where she also lived in the school to save money, in order
to keep the family farm’s taxes paid. She’s helping put eight grandchildren
through school and thinks it unfair that one-third of her income will now go to
government, who have some other plans in mind for its distribution, inciuding
helping “the chronic non-workers with food stamps.”

From Waukomis, Oklahoma, a couple in their 70's write that the tax is “a
tragic (sic) unfair deal for the farmers, especially the elderly, who have worked
and slaved for years to get a home on the farm and in their last years, when
they could be blessed with an oil check to give them help in paying nursing home
bills,” that the tax seems unfair, “especially with the low prices of wheat.”

In Kingfisher, Okla,, another retired couple with a small holding joined a
Lawton royalty owner in stating that the oil compantes can pass on the windfall
profits tax, but royalty owners can’t. The same sentiment was shared by a Mrs.
Prentice of Oklahoma City who also stated that her mother is 93 and in & nursing
home. Royalty from her farm in Noble County has helped her mother have
adequate medical care. Under the windfall profits tax it is feared that the 3 barrel
stripper well will be abandoned, when the operator has to give away two of the
three barrels to the government.
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A Perry, Oklahoma, “oil baron’”, Ruth Sitta, says that her ronty in Payne
County used to pay her electric bill. Now it doesn't, She asks for ail the help she
can gec to fight back. .

Gentlemen, I'll pass along this sampling of letters as evidence that I think
you'll find duplicated in states throughout the nation. I also would like to present,
as evidence, a series of three articles further describing the plight of our royalty
owners by Ms. Mary Jo Nelson, who did extensive research into “little oil.”

In closing, myself and several associates have been determined to unite the
royalty owners of the nation into a cohesive body in order to obtain the kind of
information that provides such committees as we have here today with ammuni-
tion. In so doing, we've communicated with royalty owners in Virginia, Califor-
nia, Tennessee, Texas and Kentucky, Kansas, lllinois and many other states.

All share our concern, And more importantly, most are of the firm ¢pinion that
our best hope to gain support for such legislation as the Waikins Bill or the
Boren-Dole Bill, depends on the need to mobilize royalty owners from outside
the oil-producing states. -

In studying the patterns of exit migration from our oil states, and from talk-
ing with purchasers, integrated oil companies, they exist in surprising numbers.
It will be the immediate goal of our organization to try to gain their support.

In closing, we are all grateful that this public hearing was made possible.
For a few weeks we were doubtful if we had many friends or even friendly ears
in Washington, but now we feel we have a chance, if we'll pull together and
fight.- 1t’s obvious that there are more pickup trucks outside than there are
Cadillacs, so I doubt if we'll be sending around any fancy city lawyers to wine
and dine you. We'll attempt to get a lobbyist some day, but we still believe enough
in our Constitution and our elected officials to believe that thc facts, properly
told, delivered to the right leaders, and adequately amplified through the news
media of this great nation, can help us win this battle. Gentlemen, our prayers
go with you.

Mr. Boren. Senator Dole. -
- Mr. Dore. Well, I think Mr. Stafford made an excellent statement.

1 do not want to be political here, but I want the record to show that
Governor Reagan indicates that he opposes this tax.

We are doing a little work with him on parity. I think we will get
him all shaped up here.

Mr. Boren. I don’t know whether we should include those remarks
1 the record or not. '

Our next witness is here representing the Oklahoma Independent -
Bankers Association. ~

STATEMENT OF JAMES P. McKEOWN, OKLAHOMA INDEPENDENT
BANKERS ASSOCIATION

Mr. McKeowN. Good morning.

My name is James P. McKeown, and I am executive managor of the
Independent Bankers Association of Oklahoma.

We are over 200 small and large banks with local ownership serv-
icing primarily the smaller communities.

We take pride in some of the things that may have gone out of
- style elsewhere like knowing and caring about our customers’ business
and taking pride in helping them succeed.

Many of our customers are the small farmers and ranchers. In re-
cent years more and mofe of their income has been diverted to deal
with the high cost of doing business with the government. :

This and other rising costs of doing business has driven more and
more men from their ranches into the city. Many of those that have
survived had done so with the help of royalty payments.

68-742 0 - 80 - 5
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Their wives have gone to town and worked and other family
members have moonlighted just in order to stay in rural Oklahoma,
in rural America on the farm.

Born on the farm, I am here to tell you that it is not necessarily an
easy life. Mother Nature is a tough partner to deal with without
crawling off the tractor in the evening to 5 hours of bookkeeping each
night to satisfy 101 Government regulations.

We in banking don’t perceive these folks us oil barons but simpl
f}(l)lks that have worked for three generations to hold on to what 1s
theirs.

Most of their checks wouldn’t even buy a Congressman lunch, but
they do keep the shoes on the kids and keep the pickup running.

ﬁlis so-called windfall profit tax was aimed at the Nation’s dis-
satisfaction with big oil and simply missed its mark.

Exxon got off “scott free” and those worst hit are those who can least
afford it—the royalty owners in this great State of Oklahoma and
other States in this country. ’

Last week Jim Stafford, who just previously spoke to us and has
been a one-man lobby for royalty owners the past few months, came
by and urged that I poll by phone and in person many of the bankers
across this State about the impact of this tax on their customers.

In short I found it had proved disasterous particularly to the elderly
who are totally dependent on these payments to keep up their home-
steads and to live out their lives on their small farms.

Many will be forced to sell and move to the city; and since Okla-
homa land prices are still far behind those in many parts of the
country, this money won’t last very lon%. :

Some will be forced onto welfare rolls. Now many of you gentlemen
here on the Senate Finance Committee are a little unfamiliar with
how an Oklahoman faces the possibility of welfare. It is almost a God-
given right in some parts of this country, but down here we still have
a little pride left.

Most of us would rather dig ditches 18 hours a day than receive a
government handout.

Some folks back East might call that attitude a little stupid. but
F}]7ou have to understand and realize that the people who settled Okla-

oma 100 years ago worried more about wresting a living from the
tough unrelenting earth than about unions or demanding paid sick
leave and Saturdays off.

This State was formed by people with guts. Pioneers with visions
willing to back that vision with the heartbreaking hard work. The

ople out in this audience include those pioneers, and it is a good

eritage.

Our oil producers exhibit the same brand of courage going ahead
risﬁiing everything they had to obtain that 1-out-of-100 goal of a
wildcat.

Our landowners also fought tooth and nail to buy and to hold on to
that small parcel of land in hopes that it might someday prove
praductive.

In those days land and mineral rights were a commodity of ex-
change just as stocks and bonds are on Wall Street.
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Generations of Oklahomans have invested their life savings in the
economic roulette we call the oil business. To us it i8 inconceivable that
there are those that would tax us out of business into socialism. i

It is not only blatantly unconstitutional but a drain on our economic
resources unlige any in the economic history of this Nation.

In closing I would like to recommend to the committee that they
commission an economic impact report to reinforce what bankers
across this State would tell you.

This State had a tough time recovering from the Dust Bowl. It has
only recently begun to realize its real potential.

Now with this tax our investment capital will dry up and the welfare
rolls will swell. Farmers and ranchers will not be able to pledge a
fraction of what is left of their ro{lalty anments for the seasonal
loans of seed, feed, and fertilizer that help them survive. -

And more important we will suffer as a nation since another chapter
in the free enterprise system which gave the little guy a chance to
succeed will be shut and buried somewhere near the Potomac in the
bureaucrsiic graveyard.

Thank yov,

Mr. Boren. I would like to ask you one question. It is my under-
standing from your testimony that many farmers and ranchers—and
many of them have to use credit to operate in terms of planting and
other things that have to be done on the farm—that they very often
do pledge their future royalty income in order to borrow money from
a bank, Is that correct{

Mr. MocKeown~. In many cases this is true especially in some of the
older retired farmers witﬁ small operations who are hanging on to
their farms they spent a lifetime for. N

Country bankers, you know—we may not always put it in writing
in a pledged collateral agreement, but the fact that they have it an
it is there and that it will continue has been & very important factor.

‘Mr. Boren. This tax then will reduce the evaluation that a banker
will be able to put on that potential royalty ¢ R )

Mr. McKroww. This is going to hurt those who can least stand it.

Mr. Boren. Thank you very much. ' |

We zg)preciate your testimony. -

- Mr. Boren. Our next speaker is representing the Oklahoma Farmers
nion,

Mr. Dore. I might say to those standing there are still a few seats
in the front. We are about on schedule on witnesses so we are doing
fairly well.

STATEMERT OF JIMMIE JARRELL, OKLAHOMA FARMERS UNION

Mr. JARRELL. Gentlemen, I am Jimmie Jarrell from Stratford, Okla.
I am president of the Oklahoma Farmers Union. I am also a farmer
and a royalty owner.

Oklahoma Farmers Union is a general farm organization with more
ltilw.n 93,200 members. We have our State headquarters here in Okla-

oma City. -

We appreciate this opportunity to present our views on the windfall

- profit tax.
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The farmers of Oklahoma and Kansas are fortunate that Senator
Boren and Senator Robert Dole are both on the Senate \griculture
Committee and the Senate Finance Committee.

As members of the Agricultural Committee you fully understand
the present situation confronting the farmers and ranchers of this
Nation.

As members of the Senate Finance Committee you are in a position
to cffectively push for legislation to correct the damage caused by the
recently imposed so-called windfall profits tax.

Anyone studying the law would be appalled at its complexity, but
that seems to be the norm in almost every aspect of the internal reve-
nue code.

Oklahoma Farmers Union has a policy opposing the so-called wind-
fall profits tax being imposed on any industry or commercial
enterprise. : -

Enactment of such a tax is a dangerous precept and contrary to any
previous congressional action on such a magnified scale.

The revenue to be collected is astronomically projected into hundreds
-of billions of dollars. It is estimated that royalty owners and oil pro-
ducers in Oklahoma will pay $980 million in 1980 and more than $1.2
billion in 1981 under the tax.

It is labeled a windfall profit tax, but it has nothing to do with
profit. It is.therefore blatantly mislabeled and in fact is taxation with
misrepresentation.

It is also called an excise tax. An excise tax is levied at a time of or
incident to a sales transaction. In this case it is withheld by the first
purchasers of crude oil.

Regarding our immediate problem, the tax is levied on the sales
price above a certain or fixed base. Depending on the price tier the
applicable tax is withheld and profit is not a consideration at all.

There are so many unanswered questions surrounding the entire sub-
ject that many royalty owners are baffled.

How can the Congress of the United States by whatever ruse take
action that in effect i1s confiscation of property and the redistribution
of wealth ¢

Many farmers and ranchers own the mineral rights under their
property. Those who are fortunate enough to have groducing minerals
producing royaltys this helps supplement the low farm prices that we
receive and helps to overcome the effects of the embargo.

Many retired farmers and ranchers have sold the surface rights but
have retained the mineral. They do this to provide for income after
retirement. They are now stripped of up to 70 percent of the income
from that sold above the base price of oil.

In many instances royalty income represents much if not all of their
income. This reduction in income will simply have to be made up by
welfare payments or other Government aid such as food stamps in
order to maintain a standard of living.

This tax discriminates against this class of property owners. If such
a tax can be imposed on oil, it can be extended to include any other
product or enterprise.

We are pleased that the constitutionality of the tax is being tested
in the U.S. district court by royalty owners, energy consumers, and

~-producers.
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We are convinced that the tax will eventually suppress the produc-
tion of oil in the United States. This comes at a particularly critical
time when the oil is the only energy fuel being imported, and it also
adds greater risks to national security.

We commend you, Senator Dole, and Senator Boren, for your efforts
to ease this impact of the tax on the royalty owners.

While we abhor the entire concept of a windfall profit tax, we sup-
posrt Senate bill 25621 which you introduced into Congress on April 2,
1980.

Senate bill 2521 provides for the exemption to royalty owners of
up to 10 barrels per day from the tax. Such an exemption will be a
great help to farmers and ranchers who are retirees. We wish you
success in convincing Congress to approve your bill,

On behalf of the Oklahoma Farmers Union we appreciate your
holding these hearings in Oklahoma so that many of our citizens can
be heard on this subject.

Mr. Boren. Thank you very much.

Let me announce to the audience there are some signup sheets in the.
lobby. Since some of you are having to come in and our having to
leave before the hearing is concluded, we hope that if you have not
signed up on that sheet, that you will, so that we will be able to pass
on information to you about developments on this bill and ways in
which you can continue registering your opinions about it effectively
to help us with this legislation. '

If you are going to be leaving before the hearing is over, I hope that
you will sign one of the signup sheets out in the lobby.

If there are any others of you who have come in after the hearing
began, I announced in the beginning that if any of you have letters,
statements that you would like to have included in the hearing record,
which will be put together for all members of the Finance Committee,
please feel free to bring them up to the front to this desk; and they
will be taken from you and put into the record for the entire commit-
tee to look at as they consider this bill.

Mr. Boren. Our next witness is from Marshall, Okla. I believe you
are a farmer from—primarily, right ¢

STATEMENT OF JAMES BEEBY, MARSHALL, OKLA.

Mr. Beesy. I am 100-percent farmer.

My. Boren. One hundred percent farmer. We are glad to have you.

Mr. Beesy. I am from Marshall, Okla., the greatest little town. We
are very proud of it.

I am James F. Beeby. My wife and I own 593 acres in the northwest
corner of Logan County. We were from 1950 through 1978, 27 years,
acquiring and paying for this land.

We will have been married 40 years this July, and in that time,
Senator, we have taken two 1-week vacations.

We have been planning to cut back and letting our son take over.
He has been farming and sharing with us since the fall of 1977, I
furnish the machinery and he delivers the labor.

_ This was the year after we had our first oil production and the first
time that the operation would support such an arrangement.



62

There is no way that he can raise enough capital to buy machinery
so I will have to finance him some way.

I figure the royalty income and a little social security and keep a
few calves, my wife and I can make it.

I will be 62in 1981.

High interest, repairs, fuel, fertilizer, the wheat embargo coupled
- with this windfall tax, which is unfair, unrealistic, and unbelievable
burden our Government has placed on royalty owners and small in-
dependent producers, has sent us back to the drawing board as I will
explain. '

have a 160-acre farm that I bought in 1985, and there is nothing
but the surface rights. The minerals are gone forever.

In May 1977, an independent oil company proposed to drill a Missis-
sippi lime formation well. This is at a depth of 5,800 and 6,100 feet in
our area.

Having no mineral interest on this farm, they agreed to let me par-
ticipate in a working interest in which T receive 314 percent of the
total production and pay 4 percent of all expenses.

My income from this venture since 1977 through 1979 T have received
$4,086. At the same time my expenses for drilling and completing the
wellhead at 4 percent amounts to $16,120.

So far in 1980 I have received one royalty check of $252. I should
have received $252, but the windfall profit tax took $35.77. I fail to
see that T have a profit of any kind from this venture until I receive my
cost back. That is the way I have always operated in farming.

I know what the investors are up against that drill and develop this
kind of production. The risks are enough without our greedy Govern-
ment compounding the issue.

I take little comfort from the fact that in the law there is a clause
that states “we will never take more than 90 percent of your income”
or words to the effect. That may not be the right words, but that is my
understanding of it. .

I have five stripper wells that T have a royalty interest in from 40
percent on two to 100 percent on three.

This tax took $660 from my March royalties. Project this by the
year and you will come up with nearly $8,000 annually. That seems _
like a lot. It is nearly 35 percent of what I would have gotten without
this unfair tax.

This is why I am hesitant to go on with my planning for early retire-
ment. The spacing on these wells in our area is 80 acres. The last well
drilled was in the fall of 1977. I have talked to my operator and asked
him to drill me another well which he admits T am entitled to; but he
told me he hadn’t received his cost back on the first well, and it was
touch and go before this windfall business. Now I am really certain
that it won’t be drilled.

He hasn’t received his investment back on the first well and this
burden and the cost of completing a well has more than doubled. I
really can’t fault him.

Besides the economic situation do you know what really begins to
disturb me as much as the loss of income? It is our Federal Govern-
ment has taken without firing a shot or paying a dime 56 acres of
royalty from under every 160 acres and this in every other oil-produc-
ing State.
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You can’t say that I own 160 acres of royalty under my farm any-
more. You own 104 acres of royalty.

I am pretty certain that—what will keep the greedy liberals from
coming back and in a year or so and wanting more so they can spend
more. To me this is a big step to federalize the oil industry.

Yes, Eddie Chiles, I am mad as hell.

Mr. Boren. I don't need to tell you we all thank you for your
statement.

I will try to call the attention of the members of the committee to
you({ remarks, and I hope that every one of them spends the time to
read it.

You gave a verﬁ good factual account of how it affects you and how
it affects many other people. We really appreciate you taking thetime
and coming to give that statement.

Mr. DoLk. I read in the Washington paper yesterday that some of
our tax money is going into the CETA program for happy hour train-
ing—on how to conduct themselves during happy hour. So I guess
your windfall tax is serving a great purpose.

Mr. BoreN. Our next witness is the former president of the Okla-
homa Cattleman’s Association. He is now vice president of the Na-
tional Cattleman’s Association.

He lists his address sometimes as Lawton even though he is really
from Meers. We are very glad to have you here.

STATEMENT OF WAYNE DUTY ROWE, OKLAHOMA CATTLEMAN’S
ASSOCIATION -

Mr. Rowe. Senators, you gave me a hard act to follow.

Anyway, I am Duty Rowe from Lawton, Okla., or Meers. I am the
past president of the Oklahoma Cattleman’s Association and presently
serving as the regional vice president of the National Cattleman’s
Association.

Today I am substituting for John Hughes who is president of the
Oklahoma Cattleman’s Association who was unable to be here due to
unexpected personal business.

The Oklahoma Cattleman’s Association wholeheartedly endorses
Senate bill 2521. In fact we have worked real hard in helping to repeal
the entire windfall tax bill which is without a doubt one of the worst
laws that has ever been forced upon the citizens of this country.

Farmers and ranchers probably are the majority of mineral owners.
Senate bill 2521 would greatly contribute to food production. By this
T mean the total agricultural debt for the United States in January
1979 was $137 billion—in January 1980, $160 billion.

That is a 17-percent increase in 1 year.

In Oklahoma in January 1979 we had a $3.8 billion agriculture debt,
and we were unable to find what it was in 1980; but I bet it has
increased.

The cheap food philosophy, the undependable and ridiculous Gov-
ernment farm and economic policy, such as undependable exports and
imports, unreasonable interest rates and never ending régulations will
caucse this debt load to increase much more this year.

Mineral income has got to be a stabilizing force for farmers and
ranchers. You might say it acts as a subsidy for food production thus
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helping those farmers and ranchers who are fortunate enough to have
mineral income to weather the financial fiasco that we have had the
last few years. ‘

Farmers and ranchers, the people who feed this great Nation better
and cheaper than any other country quite often at break-even or loss
prices, need this suppfemental income,

So we say to the Congress of the United States, let’s give these people
a break by passing Senate bill 2521.

I would also like to comment on one observation that I made here
today and that was that when you asked the people who farmed and
ranched in this audience to stand—and I can tell you this without get-
ting in trouble because my age is closer to social security than it is
young—then you asked those to stand who were recipients of social
security and they were virtually the same people.

I would like to ask, where are our young farmers and ranchers?
They aren’t here and they aren’t out there. Why aren’t they ?

A lot of the reasons are right—can be attributed to the statement
that I gave here this morning.

I want to thank you gentlemen for spending your time to come to
Oklahoma.

Mr. Bore~. Thank you very much.

I think it should be entered into the record that in that last 10 years
we have lost 40 percent of our farmers and ranchers in Oklahoma in
terms of numbers. Forty percent have left farming and ranching in
the last decade which indicates the very grave financial hardship under
which we are operating.
_ Statistics indicate t%mt. this year as cattle and bumper prices have

gone down in the past 6 months, that we can anticipate a 25 percent
drop in farm and ranch income this year.

So this tax hits us at the worst possible time considering that many
of those affected are in agriculture.

We have another representative from agriculture as our next
witness representing American Agricultural Movement.

STATEMENT OF HARVEY GARDNER, AMERICAN
AGRICULTURE MOVEMENT

D)lIl'. GaroNER. Thank you very much, Senator Boren and Senator
ole.

It is indeed a pleasure to be here today on behalf of the American
Agricultural Movement. I would like to thank you for this oppor-
tunity to testify before you.

Maybe I ought to tell you that T have testified before several com-
mittees of Congress and I would certainly hope that some day we can
i:om(el. before your committee and testify when we don’t have a crisis at
wand.

Senator Dole. I know we are going to keep this nonpartisan, and 1
know that you have temporarily removed yourself from the race for
President, but I would like to say that there are many of us in this
State and across this Nation think that what this country needs more
than anvthing else is for a President to come from somewhere east of
the Rockies and west of the Mississippi River.
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The legislation commonly known as the windfall profit tax is one of
the most disastrous and counterproductive pieces of legislation that
has been enacted in recent years.

By taking vitally needed funds out of the private sector and placin
them at the disposal of the ineflicient Federal bureaucracy, this bil
virtually assures our country’s further dependence on imported oil and
higher fuel prices for consumers.

urthermore, it is not the multinational oil companies that bear the
burden of the tax but it is the royalty owners and the independent
producers who are scattered across the 9 or 10 major oil-producing
States.
These people, far from being the rich oil barons that some of the
————eastern press and misguided politicians portray them, actually
represent a diverse cross-section of the country. They are farmers;
they are merchants; they are laborers; they are management ; they are
schoolteachers; they are druggists; they are young: they are old;
they are rich; and tﬁey are poor; but most of all, they are people.
hey are not just some kind of entry in a computer. They represent
the risk takers and entrepreneurs who are essential for our free enter-
prise system to function and be productive.

Quite frankly, the net result of the windfall profit tax is quite simply
the confiscation of private property and the unfair penalizing of a
productive minority by a short sighted administration and an ill-
advised Congress.

In the first place the bill is misleading because as you have indicated
so much it is not a tax on profits at all rather a tax on revenue which
constitutes an excise tax.

The U.S. Constitution stipulates that excise taxes are to
be assessed equally and geographically ; therefore, the constitutionality
of this legislation is highly questionable since it is not so distributed.

When this tax was initially suggested by the administration the
staied purpose was to insure that a substantial amount of the increased
profits, rot gross revenue, would be plowed back into oil exploration.

I am sad to say that on that misconception most American people
supported this provision because they thought it would provide in-
centive for oil producers to increase their exploration activity.

This would result in a discovery of new domestic oil reserves. 1t
would also increase oil production—would have been the net result.

This type of program, producers and consumers alike, could have
received well deserved benefits. Our Nation’s dangerous dependence
upon foreign oil would have been reduced and the upward spiral of
petrolleum prices would have been slowed due to the increase in
supply.

Sgnator Boren, as you are aware there are a lot of farmers in this
room this morning. There is no one in the world that knows more what
it will do to prices to have an increase in the supply.

As time wore on the windfall profits tax became a revenue-raising
measure and the plow back provision was all but forgotten.

While the name windfall profits continued to be used. it became an

- unfair excise tax which has absolutely nothing to do with profit.

The administration and some of the Members of C'ongress began to

develop programs to be funded out of the resulting tax revenue; how-
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ever, precious little was pledged for the development of new energy
programs.

In fact, it is projected that over the next 10 years this tax will
bring in something like $227 billion, Less than 15 percent of that
money is earmarked for new energy.

Over the next 10 years it is projected that $200 billion will be spent
on programs that will not develop or produce one drop of oil or one
Btu of additional energy.

This money is not coming from OPEC countries. It is not coming
from the major oil companies, but it is coming out of the pockets of
royalty owners and independent oil producers in States like Okla-
homa and Kansas and Texas.

The results of this tax are devastating to the many royalty owners
who receive very minimal income from their production.

In many instances, Senators, these folks have spent a lifetime pay-
ing for their land and paying for the mineral rights that go with that
land. Now in one quick action their Government has literally taken
from them the private property which they have accumulated.

This impact is going to be felt in every small town and every majo1
city in the oil-producing States. There will be less money to spend,
- fewer jobs available, less incentive for folks to forge ahead in the
private sector.

This is wrong. In my opinion it is downright un-American.

The royalty owners have no way to recoup the revenue lost as a re-
sult of the windfall profits tax. They are at the mercy of their Govern-
ment. Quite frankly, their Government has let them down.

Farmers and royalty owners deserve better than this. They deserve
to be treated fairly and equitably with their Government; however,
laws such as this one does just the opposite.

The American Agricultural Movement of Oklahoma has said on
many occasions and as you well know the family farm system in this
Nation is in serious financial trouble,

The U.S. Department of Agriculture concurs that most farmers
have to have outside income to survive. In Oklahoma a substantial
amount of that income is from oil royalties.

It makes no sense whatsoever for the administration and the Con.-
gress to admit that farmers need nonfarm income to survive and then
to proceed to confiscate that income.

In closing my remarks I would simply say that food and energy are
vital to our Nation’s growth and survival. We have been blessed with
an abundance of both not because of Government wisdom or Govern-
ment interference but because of individual initiative.

If our free enterprise system is allowed to work and all segments
of our economy are treated equally, we will have plenty of energy.
We will have nlenty of food.

The windfall profits tax is a big step in the wrong direction. It has
started us down the path to more Government interference and bureau-
cratic hassle.

This legislation needs to be abolished or at least changed so the
royalty owners and independent producers are exempt.
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We appreciate your legislation, and we stand committed to help you
in any way we can.

Thank you.

Mr. Boren. Thank you very much for a good statement.

[The full statement of Mr. Gardner is as follows:]

STATEMENT OF HARVEY C. GARDNER

Mr, Chairman, I commend you and the Finance Committee for scheduling this
hearing. It is especially gratifying to have Senators from two of the finest States
In the Union, namely Oklahoma and Kansas, take the lead in trying to correct a
major mistake,

H.R. 3919, commonly known as the Crude Oil Windfall Profits Tax, is one of the
most disastrous and counter-productive pleces of legislation enacted in recent
years. By taking vitally-needed funds out of the private sector and placing them
at the disposal of an ineflicient federal bureaucracy, this bill virtually assures our
country’s increased dependence upon imported oil and higher fuel prices for con-
sumers. Furthermore, it is not the multi-national oil companies that will bear the
major burden of this tax, but rather the royalty owners and independent oil pro-
ducers scattered across the nine or ten major oil producing states. These peuple,
far from being the rich oil barons as portrayed by the eastern press and mis-
guided politicians, actually represent a diverse cross-section of our country.

They are farmers, merchants, laborers and management, school teachers, drug-
gists, young and old, rich and poor, but most of them are people and not faceless
entries in a computer. They represent the risk takers and entrepreneurs who are
essential for our free enterprise system to function and be productive. The net
result of the Windfall Profits Tax is quite simply the confiscation of private prop-
erty and the unfair penalizing of a productive minority by a short-sighted Admin-
Istration and ill-advised Congress.

In the first place, the name of the bill is misleading because it is not a tax on
profits at all, but rather a tax on revenue which constitutes an excise tax. The
United States Constitution stipulates that excise taxes are to be assessed equally
and geographically ; therefore, the constitutionality of H.R. 3919 is highly ques-
tionable since it is not so distributed. For example, North Slope Alaskan Oil and
oil interests owned by certain Indian tribes are exempt from the tax.

When this tax was initially suggested by the Administration, the stated pur-
pose was to insure that a substantial amount of the increased profits, not gross
revenues, would be plowed back into oil exploration. Most of the American people
supported this concept because it would have provided an incentive for oil pro-
ducers to have increased their exploration activities. This would have resulted
in the discovery of new domestic oil reserves with increased U.S. oil production
being the net result, With this type of program, producers and consumers alike
could have received well-deserved benefits. Our nation's dangerous dependence on
foreign oil would have been reduced and the up spiral of petroleum prices would
have been slowed due to the increase in supply. Many of the people in this room
are farmers and no one knows better than us what an increase in supply will do to
prices. -

As time wore on, the Windfall Profits Tax became a revenue raising measure
and the plow back provision was all but forgotten. While the name windfall profits
continued to be used, H.R. 3919 became an unfair excise tax which has absolutely
nothing to do with profit. The Administration and some members of the Congress
began to develop programs that could be funded out of the resulting tax revenues;
however, precious little was pledged for the development of new energy programs.
In fact, while it is projected that over the next 10 years this tax will bring over
227 billion dollars into tederal coffers, only 15 percent of this money is earmarked
for new energy programs.

Over the next 10 years approximately 200 billion dollars will be spent on pro-
grams that will not develop nor produce one drop of oit or one BTU of additional
energy. This money is not coming from the OPEC countries, is not coming from
the major oil companies but I8 coming out of the pockets of royalty owners and
independent oil producers in states like Oklahoma, Kansas and Texas. The results
of this tax are devastating to the many royalty owners who receive very minimal
income from thetr production. In many instances these folks have spent a lifetime
paying for their land and the mineral rights which go with it. Now, in one quick
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action, their government is literally taking from them the private property
which they have accumulated. The impact of this action will be felt in every small
town and major city in the oil producing states, There will. be less money spent,
fewer jobs available and less incentive for folks to forge ahead in the private
sector. This is wrong and, in my opinion, downright un-American.

As a part of my written testimony, I am including some examples of the
amount of tax some of the Oklahoma royalty owners, who are primarily farmers,
are paying. I trust that this committee will study these examples and use them
in developing legislation to abolish or at least modify this law.

The royalty owners have no way to recoup the revenues lost as a result of the
Windfall Profits Tax. They are at the mercy of their government and, quite
frankly, their government has let theimn down. The farmers and royalty owners
deserve better than this. They deserve to be treated fairly and equitably by their
government ; however, laws such as H.R. 3919 do just the opposite.

As the AAM of Oklahoma has stated on so many occastons, the family farm
system is in serious financial trouble. USDA concurs that most farmers have to
have outside income to survive and in Oklahoma a substantial amount of that
income is from oil royalties. It makes no sense whatsoever for the Administration
and the Congress to admit that farmers need non-farm income to survive and
then proceed to confiscate that income.

Food and energy are vital to our nation’'s growth and survival. We have been
blessed with an abundance of both, not because of government wisdom, but be-
cause of individual initiative. If our free enterprise system is allowed to work
and all segments of our economy are treated equally, we will have plenty of
energy and plenty food. The Windfall Profits Tax is a big step in the wrong direc-
tion and it has started us down the path of more government interference and
bureaucratic hassle.

H.R. 3919 needs to be abolished or at least changed so that royalty owners and
independent producers are exempt. We appreciate your efforts in our behalf and
we stand committed to help you in any way we can.
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1980, hAS BEEN nllnnlLU FRCM TitlS CHECK AS REQUIKLS BY THE INTERNAL
ReVENUE ScRVILEL.  The RPCUNT UF THE TAX MAS BEEN ULTEKMINED BASEC ON
ALL INFCRMATICA SLPPLIEC TU US ANU DUR UNDERSTANUING GF THE [RS FULES
AT THe TIME OF SLEMISSICN CH CATA FCP THIS PAYMEAT.

RSP R BRI,
D — STATES ENERQY CORPORATION o Dis8uRsEMENT ACCOUNT YOURINTEREST
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COOE O=0L Q=0AS PaNETPARTNERSHP PROFIT 1,433.19
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" MUSTANG GAS PRODUCTS COMPANY
1100 FIRST NATIONAL CENTER — EAST
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OWNER WINDFALL PROFITS TAX STATEMENT
_— ———.-_... FOR PRODUCTION DURING 3/80  ___ —PAGE

.

OWNER NUMBER - 21395 OWNER NAME «~ ADALTA JANTZEN

TIER CODES 2 — UPPER TIER NOTE TO OWNER - VOLUMES PER THIS STATEMENT DO NOT INCLUDE LOWER TIER
3 - STRIPPER PRODUCTION AS IT IS EXEMPT FROM THE WINDFALL PROFITS
_ & - NEwLY DISCOVERED TAX.

D - OECONTROLLED UPPER TIER T T - T

5 . TIER . TIER SEVERANCE . __ wiNDFALL
LEASE T1ER T1ER GROSS BASE TAX WINDFALL TAX PROFIT
NO. SUB CODE VOLUME VALUE VALUE  ADJUSTMENT PROFIT RATE CTAX
- 310090 15 2 " 4e35 62.60 5933 23 3.06  SO0X  1eS2
D <70 27.90 9.5% 130 17.05 so0x 8.53
- - Tt T T Tt T T T T SuB-TOTAL 10.05
[
e R - YOTAL WINDFALL PROFIT TAX WITHHELD _ = $10.05
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‘ " Champlin Petroleum COmpany r.o. pox #55 ENID. OKLANOMA 73701 ronw ac-31e78)
owngne® paRM ¢ . SUANTITY YoraL TAR NET vALUS OWNERS INTEACST  me. e
JEL030 | 393 4( ‘3 0V 2e3 “le%0Q L e« 40
3tfol30 | IVIL 3 128,82 3izeV~ &€s00%020 291 e0d 303
YEH840 | 293N 1] /P TAX 1€1 .52~ 360
JEL630 ] 43384 1 +00 Sel2 cTely 2310 (-]
388630 | 4330 1 52,92 1e2e2d3 1sSv2eld $6.44 J80
185630 | 4334%¢ 11 WP fax 20069~ 80
f;‘
omoss SEPORE TAX s383.7¢ cntcxwo. 491 185 amount $234.38 S
s 1. CAVDE OIL 3 - DAY oas 3 - LEABE CONDENSATE 4 - PLANT LIQUID WY um.vu:.. Casinansa aas .
YRR PO T ] TATE AND PE !
AR AMD vOUS GWER HO. o . e CLOLCTED ANG PAID WHENEVIR WECSSSARY
Champlin Petroleum COmpany ».c. 80x 851 ENID, OKLANOMA 7370+ ronm aces te1s) ’
OWNER?  FARM-* . QUANTITY TOYAL TAX NEY vALUE OWNERS WTEREST v v e
1ETEIL | 447ad [} «00 1os 4 207.92 ‘26488 Xeo
ILE63L | 44740 ) . 190.¢8 32239 YR TPY -1} 863.09 90
JEL631 | 4aT4] (11 w/P TAX 300037~ [.1-]
.
’ GROSS BEFORE TAX $9%5077 cutcu no. 491 146 AMOUNT $588,00
es 1-CRUDE O 1 - ory aas 3 - LEASE CONDENSATE 4 PLANT LIQUID W .-

v P N RN

GTATE AND FEDECRAL TAXES MAVE BEEN
DEDUCTED AND PAID WHENEVER NECESSARY

WHEN WRITING REFER TO CHECK,
raru a0 vcu OWNEA NO.

.
=~ &
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Champiin Petroloum COMPANYy r.0. 80X 582 ENID, OXLANONA 73704

FORM AC-8D (6-70
OWNERS INTERESTY [ 4 8.

. ’;:'. . PARM ¢ L] QUANTITY YOTAL TAR NEY VALVE

c2152 | 4301 ' - .00 13,61

162152 | #301 i 178,28 49245 seol 3t rect: 3
vé2152 | 4301d [1a <20 | ptTax’ 6e460.31 138551 188

Champiin Petroleum COmpany ».0. 80X 882 4510, OKLANOMA 73701

FoRM AC-23 (67

PARM ¢ . QUANTITY TOTAL TAX RET vALUE

own -

1€2180 | 4301 : 00 OWNERS INTEREST w. w

V€216 | 4301 o0 13.61 17843

veziie | 93019 i 178.28 | _432.61 60660431 ,Js:é§ Ya
“0e - LI

Champilin Petroleum Company ».0. 80k 583 E810, GRLAHOMA 73701

FOARM AC-8) (&0}

OWNERS PARM ¢ (R ] QUANTITY

WHEN WRITING REFLR TO CHICK
PARM ANO YOUR OWNER NO.

AETAIN TRIS STATENERT FOR Tak PUAFOSES
BUPLCATE CARNST BE FURNSHLS

,

0: :89. 4301 1 .y 'ml.; ":‘ NET vALUE OWNEAS INTEREST MO, Te.
+€1994 | 4301 1 178028 P 176443 det2 ag
161994 | 4301 " . .’pa3§§¢| &e4c0e31 1339459 69
GLecis= )
Champiin Petroleum COMPAITY r.0. 801 881 ENID, OXLANONA 73701 o romM Ac? e.T0)
owNERY  PARM ¢ . QUANTITY TOTAL TAX NET VALUK OWNERS INTEREST &, TA.
232009 | 4301 ] «09 13.61 176,42 Sl -1
232009 | 4301 1 178,28 4r2461 04860431 153059 {00
732809 | a301 1 w/P TAX Sostive 2.
f Champiin Petroleum COMPany ».o. BOX 582 ENID, OKLANOMA 1370] roRM AC-2) (07
awWNER e . QUANTITY TOTAL TAXR NET VALUE OWNEAS INTERESY "o, V¢
281970 ] 13461 17643 Jetn [1E]
1€1970 1 17823 492,01 6e8C0.3L 1313.21) 4>
1861970 13 P TAX 37eTe" “
(3] 978 ) .go 13.61 17843 Pekt. 3
VEL97 ) L76+28 492,61 69400031 209 e b0 E]
V61970 1§ TAX SSe0 7= &
1¢1970 | »00 selc cl.18 210 e
1¢1970 13 Szet2 135495 Le90L a1l DY eub 42
VEL9TO 11 P TAX Vel v~ €
L€31970 1 «0 4485 €3.50 T oY% 1S
V61970 1 5045 13933 10827421 e cenl ¢
161970 11 P TAK Foees-| d:
1€1970 [} - Te 99e20 Cesyw [P
V61970 [} - 62474 173427 20272634 142402 3
11970 13 /7P TAX A b 3~ 1.
SROES SEPORE TAX 8904 1 cneck no. 489441 AMOUNT $557.00
e® 1 - CRUDE OIL 2 - oAy aas - LEASE CONOENSATE @ - PLANT LIGUIO MYDROCARBONS 8 - CABINGHEAD OR

STATE AND FEOSRAL TAXES HAVE BEEN
OEDUCTIOD ANO PAID WHENEVER NECESBARY



73

Mr, Boren. Our next witness is Nevelyn Tippit representing the
Eason Oil Co.

STATEMENT OF NEVELYN TIPPIT, EASON OIL CO.

Ms. TippiT. My remarks will be on Louisiana, Texas, and Oklahoma,

The Congress of the United States recently acted in haste without
forethought when they included the interest of the mineral owner as
eligible for windfall profit tax.

’%heir hasty eager action left no time to advise the royalty owner
how badly they would be damaged by this legislation and therefore
the bill passed without representation of royalty owner opposition.

The law itself is too complex. The Fedéral Government has imposed
on the integrity of the operator or some other person to advise the in-
terest owner of the provision of the Windfall Profit Tax Act and
certification requirements.

Worst of all the elderly royalty owners have not been given time to

yrepare,
! S?nce the forming of the Department of Energy the royalty owner
has been discriminated against. Oil wells which provided the fuel dur-
ing two wars and several police actions to kee{) this country free from
repression received as low as $6 a barrel while new oil wells produc-
ing in the same section of land can receive as much as $30 a barrel.

%nfortunately the bulk of the elderly owners own interest in the old
wells and they are taxed under the tier one bracket or the highest.

The windfall profit tax is ambiguous as to lower income energy as-
sistance. It has taken money from low incomes and never turned it
back to them. This assistance will not affect the status of the low-
income family food stamp program. Royalty from an oil well does not
necessarily make a royalty owner rich.

We receive letters annually from the Department of Welfare from
the States of Louisiana, Texas, and Oklahoma concerning royalt
interest owners who do qualify for welfare assistance. These are al-
ways owners receiving the lower price on the old wells and every dol-
lar to them means something.

A quick review of our files show cases where the royalty payments
are being ¥aid to a conservator or paid directly to a nursing home for
the care of the royalty owner. Letters and telephone calls to our office
tell us of monthly nursing home costs of up to $700 or more.

Changes of interest as a result of the death of a royalty owner of-
ten leaves the interest to the widow. This income provides them with
security and allows them to be independent of Government assistance.
Many elderly people are much too proud to ask for aid.

We had an 80-year-old woman in Canadian County that has within
this past vear received her first royalty checks. Some money was used
for repairs to her home, but a large portion was used to pay her nurs-
ing care during an illness this winter.

A {7-year-old rovalty owner who has contacted us said he had been
with a transportation service company for 18 years and has now been
laid off. This owner still has a family to support and his monthly
rovalty income is now his livelihood.

The royalty owner should be exempt from the windfall profit tax

68-742 0 - 80 - 6
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and most assuredly should have the right to any exemption that an
independent or anyone else has. '

Under the disguise of the Windfall Profit Tax Act the Federal Gov-
ernment was actually taking steps toward nationalization of a portion
of the royalty owners minerals. These minerals were legally awarded
to us by t.Ke CJ(;nsl:itution of the United States.

I shall not comment on the exemption of the Indian leases or
Alaskan oil.

For quite some time journalists have played with the minds of the
people and have written editorials about oil company’s exploitation
and ripoffs.

Our Congressmen are supposed to be able to separate facts from
fiction. Having worked for a major oil company and having held stock
in that company, I know for a fact that for a 2-year period the re-
ported profits were derived from their coal, uranium and copper.

This major company had also invested in research and development
of detergents, polyester, polyethylene and other plastic resins as well
as nitrogen, sulfates, and chemicals.

It is well within the realm of probability that these major companies
will recoup the money lost through windfall profit tax by increasing
the price of these products and the consumer will see an increase in the
cr])st of fabrics, fertilizer, soap, tires, and household items made from

astics.

P How is the royalty owner going to offet these losses ? He has no way
to recover. We are taking money from the elderly, the low-income and
middle-income families to maintain defunct businesses who have
perpetrated their very own bankrupcty.

he royalty owners of this Nation are being exploited. I will not go
into each one of our losses of our land. I know that if I had known then
what I know now about windfall profits I would have had no incen-
tive to allow the drilling of a well on my property.

I am sure many landowners feel the very same way I do, and this
cgunti' will see & large decline in the leasing of land and the drilling
of wells.

Thank you. -

Mr. Boren. Thank you for your very fine testimony.

If there are any case histories from your company’s records that you
would like to place into the record at a later time, we would be happy
to receive them.

Ms. Treprr. 1 have some additional statements that I would like to
put in,

Mr. Boren. We will put the entire statement in the record if you
will give it to them over here.

We will be happy to receive any other evidence that you would like
to give us.

Mr. Dore. Mr. Chairman, I want to thank her for an excellent state-
ment. I also want to note in the record at this point that I had a call
from Judge Osro Cobb of Little Rock, Ark., yesterday who wanted
to be here today but couldn’t make it because of transportation
difficulties.

He will be filing a statement on behalf of the Arkansas Stripper
Well Association. I think it is another indication that it is not some-
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thing that will just affect just Oklahoma or my State. It affects a
num%er of States as the last witness has just indicated.

Mr. Boren. His statement will be placed in the record.

-[The full statement of Ms. Tippit is as follows:]

SUMMARY OF PRINCIPAL POINTS

Proper notification was not given to the royalty owners before passage of the
Windrall Profits Tax Act.

Effective date of the Windfall Profits Tax Act did not allow time for all persons
to receive information as to the application of the Act or requirements for
certification.

Windfall Profits Tax Act discriminates against the royalty owners as to Race—
Creed, taxation at different levels and selective exemptions.

Windfall Profits Tax Act will increase the cost of some products and will
become inflationary in nature,

Windfall Profits Tax Act creates a lack of incentive for a mineral owner to
lease his rights to allow the drilling of wells.

Windfall Profits Tax Act appears to be the first step toward nationalizing
mineral rights.

The Congress of the United States recently acted in haste without forethought
when they included the interest of the mineral owner as eligible for Windfall
Profit Tax.

Their hasty eager action left no time to advise the royalty owner by how badly
they would be damaged by this legislation and therefore the bill passed without
representation of royalty owner opposition. In addition to this quick action ot
pasing the WPTA the effective date of the measure allowed no time to prepare
or obtain information concerning how the windfall profit tax would be applied.
Certification forms had to be devised and prepared, new employees had to be
hired to handle the crisis. Computer vrogrammers without benefit of knowledge
of the WPTA had to write programs which now we find are inadequate and in-
correct. The ineficient mail service had many independent producers concerned
as to whether their certification letters would reach their destination in time.
Penalties as to the misfiling of certification and using the wrong tier posting are
not understood. The law itself is too complex. The Federal government has im-
posed on the integrity of the operator or some other person to advise every inter-
est owner of the provisions of the Windfall Profit Tax Act and certification re-
quirements. Worst of all the elderly royalty owners who depended upon their
royalty check as their means of support found their income cut and they were not
given time to prepare for the change.

Since the forming of the Department of Energy the royalty owner has been
discriminated against. Oil wells which provided the petroleum during two wars
and a police action to keep this country free from oppression receive as low as
$6.00 a barrel, while new wells producing from the same section of land can
recelve as much as $39.00 a barrel.

Unfortunately the bulk of our elderly royalty owners own interest in the old
wells and are taxed under the tier one bracket—70 percent.

The WPTA is ambiguous as to Lower Income Energy Assistance. WPTA au-
thorizes the appropriation of funds to assist lower income individuals. This as-
sistance will not affect their status as to the Food Stamp Program. Royalty from
an oil well does not necessarily make a royalty owner rich.

We receive annual letters of inquiry from the Department of Welfare from the
States of Louisiana, Texas and Oklahoma, concerning a royalty interest owners
qualifying for welfare assistance. These are always owners receiving the lower
price on old wells, Every dollar to these owners means something. -

A quick review of our flles showed cases where royalty payments are being made
to a Conservator or paid directly to a Nursing Home for the care of the royalty
owner. Letters and telephone calls to our office tell us of monthly nursing home
cost of $700.00 or more,

Changes of interest as a result of the death of a royalty owner often leaves the
interest to the widow. This income provides them with security and allows them
to be independent of government assistance. Many elderly pcople are too proud
to ask for aid.

We have an 82-year-old woman in Canadian county that has within the past
year received her first royalty checks. Some mony was used to make needed re-
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pairs to her home and a very large portion was used to pay for her nursing care
due to illness.

A 47-year-old royalty owner who had 18 years of service with a transportation
company has been laid off. This owner still has a family to support. This modest
royalty interest which comes from old wells under tier 1 posting is his only
means of livelikood.

The royalty owuner should be exempt from the WPTA, and most assuredly
should have more right to the 1000 barrel exemption than any otlier interest
owner. Under the disguise of WPTA the Federal Government is actually taking
steps toward nationalization of a portion of the royalty owners’ minerals. These
minerals were legally awarded to them by the Constitution of the United States.

I shall not comment on the exemption of the Indian leases or Alaskan Oll

I am well aware of the cost that has heen encountered by the company I work
for in trying to set up the personnel and staff to handle the WPTA, I am won-
dering if Congress has taken into consideration what the cost will be to supply
extra personnel and Office space to handle this newest segment of bureaucracy
(soon to be deficlent in initiative and flexibility).

For quite some time journalists who do not know from whence they speak,
have been allowed tu play with the minds of the people and have written edi-
torials about oil companies’ exploitation and ripoffs. Had these charges been
rendered through a court of law the case would have most likely been declared
a mistrial for lack of evidence and pretrial publicity. Our congressmen are sup-
pose to be able to separate fact from fiction. Some have fallen into complacency
and belleve everything they read.

Having worked for & major oil company and having held stock in that com-
pany I know for a fact that for a 2-year period the reported profits were derived
from their development of coal, uranium and copper. These major companies
have also invested in research and development of detergents, polyester, poly-
ethylene, polystyrene and other plastic resins as well as nitrogen, sulfates, and
other chemicals. It is well within the realm of probability that these major com-
panies will recoup the money lost through WPTA by increasing the price of
these products and the consumer will see an increase in the cost of fabrics, ferti-
lizer, soap, tires and household items made from plastic, etc.

How is the royalty owner who is taxed as the large corporation going to offset
his loss. He has no way to recover. We are taking money from the elderly, the
low- and middle-income families to maintain defunct businesses because those
businesses perpetrated their very own bankruptcy. The royalty owners of the
nation are being exploited. The royalty owners are not given a tax hreak as are
the larger corporation or the bankrupt business.

All royalty owners suffer the loss of usable land because of the dritling of
these wells, I personally have lost income from wmy land by the drilling of a well
due to the fact that egress to the well could not be made by entering from the
closest point. The state would not allow widening of the culvert to the existing
drive. Encrouchment of the city limits upon my property brought in the actions
of the Metropolitan Area Planning Commission (MAPC). The location of the
lease road had to be placed so further development of the area would comply
with MAPC recommendations. This lease road divided the 40 acres of land and
has made it next to impossible to farm or harvest with modern farming
machinery.

For conservation purposes I try to farm the land even though it is not eco-
nomically feasible to do so.

Had I known then what I know now about windfall profits, I wonld have had
no incentive to allow the drilling of the well onn my property. I am sure there
are many land owners who will feel the same way and this country will see a
large decline in the leasing of land and the drilling of wells.

I am requesting that these thirty-sevesn (37) cases handed herewith be in-
cluded into my testimony.

You will note that these cases show evidence of royaliy owners over the age
of eighty; several are under nursing liome care, one legally blind, and another
still working for an irrigation company. T'wo royalty owners are concerned as to
whether they will have enough savings for their burial. Other cases show owners
unemployed, disabled, recipients of Welfare or receiving social security.

You will also note royalty interests of less than $30.00 a month and wells
which produce less than ten (10) barrels a month. I have forwarded an addi-
tit;nal one hundred and fifty (150) cases to Senator Boren’'s office for further
reference.
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1 sa the ovoer of a Overrtde O interest vhich {s being taxed by the
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Windfall Profit Tax Act.
‘I sm betveen the ages of
20-3s O »-0 O se-s0 O 61-75® older O
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.
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'p Un-Employed . O voder Nursing. Homs Care
O Dissbled + [ others

Couments: 71\; < ad WCQQ/IM w-o.:ot\)&-\»fa /‘"‘/"‘/ A
M&qumﬂd L4667 acres. GG‘MWMM’Q‘é:: !!?
'ttﬂ‘é}u MWM&‘@‘%.,AIJZ; elocly Mo

CanD alfud Weid fulf Towes, Fors 3
My check before Windfall Profits Tax $

My check after Windfall Profits Tax $

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by Qasx 0 sox o 702 O More
"I am being Taxed on O I receqve § per barrel of 0il
0
Ter 1 / O 1 30 not know price per barrel of 011
0O Tier 11
0 tier 111
Do ot Xnow

Did you realize that Windfsll Profit Tax would effect your interest? \’eaa No o
Deocs Uin appyly T 2 ) 7

PLEASE RETURN THIS FORM TO REVELYN 'I:UPIT. in care of ON OIL COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 73112. Your help is
urgently nceded,
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038/0
onre w.07 3.5 7 F WMM

Royalty ,ﬂ .
I sa the ovner of a Override O tnterest vhich s being taxed by the
Small Working O

Windfall Proff{t Tax Act.

.

.1 am betwesn the sges of

20-33 O 00 608 84 o ©
1lea , . )
::n Widow "-O Receiving Velfars Assistance
. Divorced '_“ Receiving Social Security
f.u Un-Eaployed -_l,'l Under lur:lu! Home Care

-0 Diesdled O others

My check before Windfall Profits Tax 8 22, 8&
- My check after Windfall Profits Tax 8 3& s éz

{IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by D{SI T _psox 0 702 O More
. 1 am being Taxed on -0 1 recetve § per barrel of 01l
-0 T
Tier 1 ﬂ 1 30 not know price per barrel of 0il
- 0 Tier 1 - ’
_ Drter 111
. DPo Not know

Did you realize that Windfall Profit Tax would effect your imterest? YelD No X

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in carc of EASON OIL COMPANY
. 2601 Northwest Exprcssway, Oklahoma City, Oklahoma 23112, Your help is
. urgeatly needed. ' .



Royalty a

1 an the ovner of a Override @ interest which is being taxed by the

Saall Working O
Windfall Profit Tax Act.

1 am between the ages of

20-3s O 3%-47 O w0 B 613D Oldu;&
I am .
p Widow ~ D Receiving Welfare "Assistance
© . Divorced B Recetving Socfal Security
o 0 Un—hpioyed - O ynder Nursing Home Care
i U Disabled * 0 others

My check before Windfall Profits Tax _.$ (2%
My check after Windfall Profite Tax $ 53 ..

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by 0 2s5x [ sox 0 702 0 More
1 sm being Taxed on O 1 receive § per barrel of 0il
D
Tier 1 [ I do not know price per barrel of 0il
O Tier 11
0 Tier 111
QDo Not Xnow

Did you realize that Windfall Profit Tax would cffect your interest?

PLEASE RETURN TRIS FORM TO NEVELYN TITPIT, in care of EASON OIL COMPANY

2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is
urgently necded.

Yes

No Q
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OWIR 0. ' MAXE Lena B, Mize

Royslty

1 oa the owner of a Override iaterest wvhich {s being taxed by the
Saall Working O

Windfall Profit Tax Act.

I sm betveen the ages of

20-35 O 36-47 O sg-60 B 61750 Oldch
I1a : ‘ .
K widow D Receiving Welfare Assistance
O bdivorced K Receiving Social Security
o Un-Esployed - O under Nursing Howe Care
O Dpieabled * [J others i
Comentss_Z_dpy £ G LB osd oN A ﬂ‘(‘ o (NComes,

I_ﬂ!;’k ;Z o8 t(/“t&l

/
My check before Windfall Profits Tax $ Zéz é‘
My check after Windfall Profits Tax $_ JUGo6S

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decressed by 325X 3ofe 0502 0 702 {J More

1 am being Taxed on ﬂ I receive $_36 per barrel of 0il

(a]
o T:" t 0O I 3o not know price per barrel of Oil
Tier II

O tier 111

#LDo Not Know

Did you realize that Windfall Profit Tax would effect your interest? Yea*, No D

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, i{n care of EASON OIL COMPANY

260) Northwest Expressway,. Oklahoma City, Oklahoma 73112, Your help is
urgently nceded.
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o w0. 000 KI#F MMW p
Royalty B '

1 am the owner of a Override D interest which {s being taxed by the
Sasll Working O

Windfall Profit Tax Act.

1 am between the sges of
o 0

20-3s D -4 0 4s-60 61-75 Older g7
s - . ————
1 am - . .
‘O Widow D Receiving Welfare Assistance
© .0 Divorced ' ﬂ Receiving Social Security
0 Uu-hpioyed - O under Nursing !!o-e Care
® Disabled * X others
Commentsi - DR - -
My check before Windfall Profits Tax $ =~ -
My check after Windfall Profits Tax §

(IF YOU DO NOT CARE TO STATE A MONEY F/IGURE PLEASE USE NEXT PARAGRAPR)

My Check has been decreased by Oa2sx Jisoz 0 702 O Morxe
1 am being Taxed on O 1 receive § per barrel of 01l
]
Tier 1. N I do not know price per barrel of 0il
0 Tier 11 .
0O rier 111 Co-
_ W00 Not Know

Did you realize that Windfall Profit Tax would cffect your interest? YelD Ne N

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help s
urgently nceded.



m”. (/e &
FaleresT—

' Royalty D/

1 an the ovner of a Override O interest vhich is being taxed by the
Small Working O :

Windfall Profit Tax Act.

‘1 am between the ages of

o o

. 20-35 O 647 O e O s Older
I -
_a’ﬁu D pecetving Welfare Assistance
' .3 Dpivorced ' mu Social Security
) Un-Employed . er Nursing Bo-q Care
- ARRRETESAAEpE —
O pisabled t Do:bcn
Comments: y = Qo vl Becvs S A~
Lros foyetlyh |~ el on Simhps o T2 Z Lok
pe » —Z s = fa s

are” 7 -),. asciv Fpk ISYJ ,4-/ sTherofrob rn ff’“ﬂhe-“';//”"d.
MytheckSbefore Windfall Profits Tax $ a Ze‘ FCcnrnnol ﬂ/’,/ Owa W

My checkgafter Windfall Profits Tax $ 55887 A.wre/t4, 302 Ta X
« (IF YOU DO NOT CARE TO STATE A MONEY FICURE PLEASE USE NEXT PARACRAPH)

My Check has been decreased by O2s2 {0502 o 702 0 More
I sm being Taxed on O I receive $ per barrel of 0il
(w0} ) ’ -
Tier 1 0 I 2o not knov price per barrel of 0il
D Tier 11 -

* DTier 111
Wm oL
0. o

Did you rcalfze that Windfall Profit Tax would cffect your intercst? Yes No

PLEASE RETURN TUIS FORM TO NEVELYN TIPPIT, in carc of EASON OIL COMPANY
2601 Northwose Expressvay, Oklahoma City, Oklahoma 73112, Your help is
urgently necded. : .



o , o

. onal:y
1 an the owner of a Overrtde ¥  1interest which is being taxed by the
Small Vorking O

Windfsll Profit Tax Act.

‘Y am batveen the sges of

20-35 O 36-47 O 48-60 o

61-25

o Older

Iam . . ' =
:Q/ Widow DO Receiving Velfare Assistance

<. .00 Divorced rucdvtn; Social Security

m/blubled t O others & ﬂau/ 470 ”‘ny

Cé-tnn: .

’3
m‘/lh-bployed \ther Nureing Eowe Cuu noe 3?’ )f i
L
l

My check before Hlndhll Profits Tax réi + rrn.d:)

My check after Windfall Profits Tax 2§
’

- (IP YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased. by 0252 osoz 0 702 [ ¥orxe
I an being Taxed on O I receive § per barrel of 0il
O —_—
Tor 1 P 1 do not know price per barrel of 0il
0O Tier 11
O Tier 111 |
ODbo ot Know .

Did you rcalize that Windfall Profit Tax would cffcct your interest? Yola No E"ﬂg

.

PLEASE RETURN THIS YOKM TO NEVELYN TIPPIT, in care of LASON OTL COMPANY
2601 Northwest Expressway, Oklahoma Clty. Oklahoma 73112, Your help is
urgently nceded.
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o mfz’éa&'m-géa MM&?M%@

Leweatls 00 J3BE

Royalty %
T an the owvner of a Override O interest vhich is being texed by the
Saall Working O

Windfall Profit Tax Act.

‘I sm betveen the ages of

20-35 O %47 O 48-60 D_ 61-75lx o1der &
lan
. ‘O Widov O Receiving Welfare Assistance
J
P/ Divorced o Receiving Social Security 17822
'0 Un-Employed D under Nursing Home Care
O pieadled ¢ O others
cé-eauJW Lhos a9y Coke Liaiditd s 29ecy Proitlots FY spacs
V4 v K4
’ »—
Z
JMﬂ */ _ e ((‘-.&,g,/ W ""‘&/

‘ My check before Windfall Profits Tax $ -P

My check after Windfall Profits Tax $ '7

+ (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has becn decreased by 025x Qsox 0 02 O More
I u being Taxed on ‘0 X recedve § per barrel of 04l
8] .

Tor .. ——— - 740 1 do not know price per barrel of 01l
QTier 11 - - .
D 1ter 11

7@!’0 Kot Know
Did you realize that Windfall Profit Tax would effect your intercst? Yes

PLFASE RETURN THIS FORM TO KEVELYN TIPPIT, in care of EASON OIL COMPANY

2601 Northwest Expresaway, Oklahoma City, Oklahoma 73112, Your help is
urgeatly needed.

68-742 0 - 80 - 7

No

(&)




oarx w. 2 ' MW

Royslty R
I an the owvner of a Override O {nterest vhich {3 being taxed dy the
Small Working O

Windfall Profit Tex Act,

I sm batveen the ages of

20-35 O s%-47 O w0 9 arsD order ®

e ‘ .

‘D Vidow O Recetving Welfare Assistance

- 0] Divorced w,hcdvlng Social Security

is) Un~Esployed : Rtlndor Buraing Hoss Care

O Diesdled * O others
Comments!
My check before Windfall Profits Tax $
My check after Windfall Profits Tax $
(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)
My Check has been decreased by Q252 0osn 0 702 3 More
‘I am befng Taxed on O 1 receive 3' per barrel of 0f1 ’ -4
Orter . K]} T 30 not knov price per barrel of 01l
0O Tier 1L
D Tier 112
(Do Not Know

Did you realize that Windfall Profit Tax would effect your interest? Yum No o

PLYASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
. 2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is
urgently nceded.
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omaw, 255 -»-au.._éngmm
: Soyalty ) .

1 am the oweer of & Override O fnterest vhich is being taxed by the
Small Working O

Windfall Profit Tax Act,

‘T sm betveen the ages of

2035 D 3%-42 O 48-60 D_ m-nK order O
Iem .
o 0. Widow D Receiving Welfare Assistance
N& ﬁ _Divotc«l ylleuvtng Social Security
e B va-Esployed O voder Mursing Home Care
O blesdred t O others ) -
. Oa.ut'. tse -
1 allebds N- ™
- 1/- %

L .
Qi WY wu— Rt "ol WlaR Lom&&—“%&
o ANIE G- Y- PPSAP_E

.{M,& an ‘g“”* YT ME%MMN&'STM

~Xbo W&\ M‘“&\ i_j

- -

A,; Wt Lo Lo 2940 - M
7 -—

Did you realize that Windfall Profft Tax would cffect your {nterest? Yes

-t

NoD

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, fn carc of EASON OIl, COMPANY
2601 Northwest lxprcss\uy. Cklahoma City, Oklahoma 73112, Your help is
urgently nocdcd.
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m—n

Aeynlno _
oNER 4O, %J‘V O 7S wu %&Lg W

Royalty 5‘ .
1 sm the ovner of a Override O interest vhich is being taxed by the

-— -

$mall Working O
Windfall Profit Tax Act.

20-35 O 3-47 O w0 B gD Older L

1 am between the ages of . Q

l R N . ) . . \
1y vidow Dnssetviog Velfars Aasatancs
D Divorced o Receiving Social Security '
D Un-Employed - Dunder Nursinz Home Care
(o] Disabled ' [ others
— r3

coments:___V Aol [l [l pn s A Al

~Dhisagy Laon. o b L o ad rure el R

1) *

ellfrople: quglLs. Qho/ T 22 ST EANS M ML
Has %.z(\ o 4 ¢ ZET) V YINAL. v, Mm Q
check before Windfall Profits Tax $ huef § nmm

My check after Windfall Profits Tax _ . § J /W‘“ ”WZ-

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE KEXT PARAGRAPH)

My Check has been decreased by Qasz Qsox 0 70x ) More

-~

- T am being Taxed on D I recetve § per barrel of 011

D Tier 1
D Tier 1T
2 Tier 111

dpoﬂot Know :

Did you realize that Windfall Profit Tax would effect your interest? Yelu No 0

~.

@vl do not know price per barrel of 0il

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is
urgeatly nceded.
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Gocound # 26387 -
OWNER MO, Ly WE___3ved Eudom
Royalty o
T an the owner of & Override O interest which is being taxed by the

Sasll Working O
Windfsll Profit Tax Act..

‘Il am between the agu.ot - : m/
o o

(m}
20-35 3%-47 O 48-60 61-75 Older
1en
‘O Widow O Receiving Welfare Assistance
.D Dbivorced Receiving Social Security
'a Un-Employed ) - Dunder Iiluuing Howme Care ~
' O Dpissbled ' B{me:n IR

My check before Windfall Profits Tax $ l —
My check after Windfall Profits Tax s. ———

- (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by (125X ‘Dsox 0 702 D ¥ore
T au being Taxed oa O I rcceive § per dbarrel of 0il
D ) —_——

Ter 1 [B”1 do not know price per barrel of 01l
0O Tier 1T - .
0 Ticr 111
0o Not Know

' (m] Q
Did you rcalize that Windfall Profit Tax would effect your interest? Yes No
PLEASE RETURN THIS FORM TO REVELYN TIPPIT, in care of EASON OIlL COMPANY
2601 Northwest Expressway, Oklaloma City, Oklahoma 73112, Your help ia
urgently necded, ' )

-~ t-9-90

L Z X -



94

OUWNER ¥O._2£ 40N M_ﬁ&hal—-l-uhﬁ-yéf--—-—- L {

’ Royalty o

1 sa the ovner of a Override O interest vhich is being taxed by the
Small Working O

Windfall Profit Tax Act.

‘] sam between the ages of

20-33 @7 364 0 48-60 D’ 61-750 order @
I am ’ .
:D widow 0 Receiving Welfare Assistance
.0 Divorced O Receiving Social Security
‘0 Un~Enployed O vnder Nursing Ho_u Care
D Dissbled + B 0thers
Comments: . s ~ i ;
l I A Ay, v

i ] a« d Se ect 72 th, Reps),
! C Ve li 2’1’900/“‘")‘4 crmv. J:{ cdloh)’ :}vD/{ /.;ﬁ?a,(

VJQﬁ'éc{"be ore Hindfnu?l’ro ts Tax wi~dfall Toy ha_g Kver

hort my lwaa’ I/

My check after Windfall Profits Tax S

- (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by 02sx psox 0 702 O More

1 an being Taxed on O I receive § per barrel of 04l

v Ter 1 ﬂ I do not know price per barrel of 01l

O Tier 1I

D tier 111 .
Do Not Know

0

Did you rcalize that Windfall Profit Tax would cffect your interest? Yeln No

PLEASE RETURN TUIS FORM TO NEVELYN TIPPIT, fn carc of EASON OTI1, COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 23112, Your help s
urgently nceded.
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oemw. F220 oo flsey £, Heil
. Royalty 8

1 aa the owner of a Override O interest vhich is being taxed by the
Small Working O

Windfall Profit Tax Act. .- ’

‘I am between the sges of

20-35 O 36-47 O se-c0 B 61-7504 order O
1 an
W vidov 'O Recesving Welfare Assistance
.o .0 Divorced

" O pecetving Social Security
‘D Un-Eaployed O vnder Nursing Home Care

O pissbled ' B Others - ‘Qéd/wk/w?

My check before Windfall Profits Tax s ?

My check after Windfall Profits Tax . § 5220

S

- (IP YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPYH)

My Check has been decreased by 0252 § 27 Os02 O 702 O More
I am being Taxed on O 1 receive § per barrel of 011
o .
Tder 1 ) B T 3o not knov price per barrel of 05l
O Tier II :
D rier 11
Do Not Know
Di¢ you realfze that Windfall Profit Tax would cffect your intercst? YecB No o

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in carc of EASON OIL COMPANY

2601 Northwest upreuvay. Oklahoma City, Oklahoma 73112, Your help is
vrgently nceded,
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onm o, 10 5" (0100 WM&AM ,,,ﬂ
Royalty {

I am the owner of & Override J interest which is being taxed by the
Small Working O

Windfall Profit Tax Act.

1 an between the ages of

20-35 O 36-47 9/ w0 O 1150 order O
Iam
‘0 Widow D Recetving Welfare Assistance
.0 Ddivorced 8] Receiving Soclal Security
‘0 Un~-Employed - O under Nursing Home Care
D bisabled * O others
e - -
Comments: )
My check before Windfall Profits Tax $
My check after Windfall Profits Tax $

(IF YOU DO NOT CARE TO STATE A MONEY PIGURE PLEASE USE NEXT PARACRAPH)

My Check has been decreased by ﬂlZSZ 0 50 0 702 [0 More
I am being Taxed on D I recedve § per barrel of 01l
0
Her 1 B/li!o not know price per barrel of 01l
O Tier II
O Tier 111
Do Not Know

Did you vealize that Windfall Profit Tax would effect your interest? Ye.o No @
PLEASE RETURR THIS FORM TO NEVELYN TIPPIT, {n care of EASON OIL COMPANY

2601 Northwest Expressway, Oklahoms City, Oklahoma 73112. Your help is
urgently needed.
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onER 4O, ‘ we ~-[;I;lm 7= MeDonald

Royalty ﬂ
1 am the owvner of a Override O interest which is being taxed by the
Small Working O :

Windfall Profit Tax Act.

I am between the ages of

20-35 O w2l w600 61150 o1der I
Iam : ’ - ) oo
O Widow O Receiving Welfare Assistance
0 Divorced * [ Receiving Social Security
ﬁ JUg-Esployed - Ounder Nursing Home Care
o Disabled t O others L
Comments: _. . - — = T~ T
My check before Windfall Profits Tax © $ —~~ g
My check after Windfall Profits Tax s __ T
(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE I{SE NEXT VPARAGRAPB)
My Check has been decressed by. O 252 . p{soz 0 70! 0 MYore
1 am being Taxed on O I recetve $‘ " " 'per barrel of 0il
O tter 2 ' ﬁi'ao not know price per barrel of 0il
0 Tier 11
O Tier
\.ﬁbo Not Know . .

Did you realize that Windfall Profit Tax would effect your interest? YuD Noﬂ’

- -

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in carc of EASON OIL COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is
urgently nceded.
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o . _FP-22162 we__S7Eayens A. Dovécs
k)
Royalty -]
1 sa the ovner of a Override O faterest vhich is being taxed by the
Small Working O
Windfall Profit Tax Act.
‘I sm betwvesn the ages of .
20-3s O -7 8 460 l:l‘ 61-750 otder 0
1am
‘D Widow -[J Receiving Welfare Assistance
D Divorced " D Receiving Social Security
"B us-Enployed - Dunder Nursing Homa Care
- ‘
D pisabled + O others
Coments: =
' My check before Windfall Profits Tax $
My check after Windfall Profits Tax $

* (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by 0O2sx osoz ﬂ 702 0O More
T sm being Taxed on O I receive § per tarrel of 01l
{a]
Ter 1 K 1 d0 not know price per barrel.of 01l
D Tier IX
D rier 111
n:» Not Know

Did you realize that Windfall Profit Tax would effect your intercst? Yean No N

PLEASE RETURN TH.IS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Korthwest Expressway, Oklahoma City, Oklahoma 73112, Your help 1o
urgently needed,
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: BT e —

Seonle 2. Lvtoind
OeeltRo. ' ) R S , ’
OWNER N0, PES 780 we_A4. b;a z @M(MJ)
Roysiy @ o
T an the owner of a Override (J intercst which is being taxed by the
Small Working O
Vindfall Profit Tax Act. '
‘I sm between the ages of
20-35 O 36-47 O ss-60 O 51-159/ order 2
™ )
:n/sudou D geceiving Welfare Assistance
) -0 bivorced ' Receiving Social Security
‘0 Un-Exployed - D ynder Nursing Home Care
B Disabled © + O others
Wﬂt!:iw » ._‘—. =l V] 7t _,___- - A .__, gt pagsO
./ 4 {/ , N / ) RN y N =
7 7 .22 Bt aot e g/ D  Leltted (D é—“ Al £ /_l Z
/9y oreaeidir Dekn g ey loqesoen i Fasl

74

My check before Windfall Profits Tsx  § ///f :;_aﬂu',z Cott)
« My check after Windfall Profits Tax $ 79s.s0 M bt

- (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

Hy Check has been decreased by 0251 D sox 0 70x 0O More
I an being Taxed on D I receive § per barrel of 01l
0
Tier 1 81 o not know price per barrel of 01l
0 Tier II
0 rier 111

B{oNot Know ' .
9/ (@]

Did you realize that Windfall Profit Tax would cffcet your interest? Yes No

PLEASE RETURN TIIS YORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwese Expressway, Oklahcma City, Oklahoma 73112, Your help is
urgently necded.
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i =Pl Juffuins

Royalty
1 am the owner of a Override D interest wvhich is being taxed by the
Small Working O

Windfall Profit Tax Act.

I an betwveen the ages of

o

20-3s D 36-47 O 48-60 61-75‘ order O
Iam . C.
‘O Widov O Recetving Welfare Assistance
.0 Ddivorced nucclvin; Social Security
'A’ Un-Exployed - Dvader Nursing Home Care
O pisabled ¢ O others

My check before Windfall Profits Tax $

My check after Windfall Profits Tax $

(IF YOU DO NOT CARE TO STATE A MONEY FIGUPE PLEASE USE NEXT PARAGRAPH) ‘

Hy Check has been decreased by 0O2s5x asox ﬂ 702 0 More
‘T am being Taxed on O I receive § per barrel of 01l
o . ——
Her 1 ﬁ I do not know price per barrel of 0il
{0 Tier 11 .
Tier III
xbo Not Know

Did you realfze that Windfall Profit Tax would effect your interest? Ye:ﬁ"No o

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY

2601 Northwest Expressway, Oklahoma City, Oklahoma 73112. Your help is
urgently nceded,
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oz ¥o. P 30505 RAHE Mme?ie L. GarreTT

Royalty a

I am the owner of a Override O interest which is being taxed by the
Saall Working O .

Windfall Profit Tax Act.

‘I am between the ages of

20-35 O 36-47 D 48-60 B/ 61750 otder 7
Ian ' :
\ ‘O Widow O Receiving Welfare Assistance
.m/Pivorced D Receiving Social Security
18’ Un-Employed - O vnder Nursing Home Care
ﬁ Disabled ¢ O others
Comvents: > 4o 2

Crgatls)

" My check before Windfall Profits Tax  $22.87
My check after Windfall Profits Tax $ /7 /0
- (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARACRAPH)
Hy Check has been decreased by D252 0502 D 702 0O More
I am being Taxed on O I receive § per barrel of 04l
(]
Tor 1 [T do not know prico per barrel of 0il
D Tier II .
O Tier 12
[060 Not Know

Did you rcalize that Windfall Profit Tax would cffecct your intcrest? Yes No o

PLEASE RUTURN THIS FORM TO NEVELYN TIPPIT, in carc of EASON OIL COMPANY

2601 Northwest Expressway, Oklahoma City, Oklalioma 73112, Your help s
urgently necded, ’
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oner w0, O3/4FA0 WW

Royalty &
I am the ovner of & Override O interest vhich is being taxed by the
Small Working O

Windfall Profit Tax Act.

1 am between the ages of

20-35 O %470 ags0 B 61250 o1der O
Iem . .
.0 widow D Recetving Welfare Assistance
D Divorced D) Receiving Social Security
‘D yo-Esployed - O Under Nursing Home Care
O ptesbled " O others

m“"’M&%‘a‘M_&M‘_
UL
i 4
My check before Windfall Profits Tax $ J 3‘ 22
My check after Windfall Profits Tax $ [55.74

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by 025z 0 sox 0 70x [ Morxe

. T em being Taxed on O I recetve $ per barrel of 011
~

8] L ~

. Ter 1 2 I do not know price per barrel of 0il

0O Tier 11

O Tier 11

ﬁbo Not Xnow

Did you realize that Windfall Profit Tax would effect your interest? \'ecD No n

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
260) Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is
urgently nceded.
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p—— wa v, Anck-
b P T

Royslty
1 am the owner of a Override O interest vhich is being taxed by the
Small Working O

Windfall Profft Tax Act.

1 am detween the ages of

20-35 O 36-47 O 860 O 61-1s% order ©
Iam .
‘O Widow O Receiving Welfare Assistance
.0 Divorced D Receiving Social Security
‘0 Un~-Eaployed - Dunder Ruuing Home Care

ﬁ Disabled t O Others A

Cosments?

*Wcﬁb&%.ﬂ*ms ] Rogatby Rk

ATy e
My check after Windfall Profits Tax $ w . P
(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)
My Check has been decreased by 25% {502 przr . O More
. 1 sm being Taxed on O I recetve § per barrel of 0il
a
Tier 1 \B I do not know price per barrel of Oil
O Tier II
0O Tier 12

\ﬂbo Not Know

Did you rcalize that Windfall Profit Tax would effect your interest? Yun rlox

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY

2601 Northvest Expressway, Oklahoma City, Oklahoma 73112, Your help s
urgently needed.
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CUER ¥O. 4/' 2,

Royalty 9/ ) C, - -

L on the ovner of & ommon fnterest vhich {s befsg taxed by the

_ Small Working O ) i
Windfall Profit Tax Act. : -
‘I am betwveen the sges of : / .
w350 %470 ise0 6-150 otder O
I o
‘0 Widow O Recesviag Velfare Assistance
.0 Divorced D pecetving Social Security
‘0 Un-Employed - D Under Mursing Home™ Care
D pissbles t O Others .

My ebeck before Windfall Profits Tax $

My check after Windfall Profits Tax ¢
T -
- (IF YOU DO NO_T CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)
My Check has been decreased by Dasx Dsoz o 78 0 More

I am deing Taxed on O X receive $ per barrel of o1
o ee—

Tier 1 b/l 30 not knov price per barrel of 0il
0 Tier 11
D Tier 1112

Not Know ' . .
' o] b/

Did you rcalize that Windfall Profit Tax would cffect your intercst? Yes No

PLFASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is
urgently nceded.
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ZEFE . &7 A

Royalty B/

I am the ovner of a Override O interest vhich is being taxed by the
Small Working O

Windfall Profit Tax Act.

1 an between the sges of 59 '
20-35 O 3-47 O 48-60 617150 o1der 2 .
laem . B
‘0 Vidow " O Recetving Welfare Assistance
3 Divorced . * O Receiving Social Security
- ‘D Un-Eaployed . O under Nursing Home Care
0 Disabled ¢ Bothere W

Ky check before Windfall Profits Tax ws ,é,’éz
My check after Windfall Profits Tax $ 1723 o 3 / /‘ °

(IP YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by  (125% 0 sox Q7% Q More
- 1 am being Taxed on D I receive $ per dbarrel of 01l
a .
Tier ) 0 130 not know price per barrel of 0il
0O Tier 11
0 Tier 111
pbo Not Know

o

Did you realize that Windfall Profit Tax would effect your interest? YalD No
A AP oo coloa - JWMW,WM

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is

urgently nceded. 7
b 2y} L omiwrin o1 g it

68~742 0 - 80 - 8
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oar w. 0003267 wa_LMMA_HAZEL FANT
1 am the owner of a :I:t:c’lcg ianterest which 1is Ecin; taxed by the

Small Working O
Windfall Profit Tax Act.

I am between the ages of

20-35 O 36-47 D 48-60 n 61-75H' o1der O
lam
‘O Widow D) Receiving Welfare Assistance
.0 Ddivorced -] Receiving Socisl Security
'ﬂ Un-Employed O ynder Nursing Home Care
O biesbled ' t_0O others

3 . . - J, & /. o dd I d s . e
“uy e%eck before wmdnn Profits Tax s «o05’ - []Lﬁ, / o 4'7«-)
My eheck after Windfall Profits 'hx ,z %Z}

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by 0252 050z g 702 ) 0 More
- .40 :

1 am befng Taxed on O 1 recetve $ D9~ _ per barrel of 0f1

‘"" } 0O 1 do not know price per barrel of 01l

O Tier I

D Tter 112

O Do Not Know

Did you realfze that Windfall Profit Tax would effect your interest? YeaD No x

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in carc of EASON OIL COMPANY

2601 Northwest Expresswvay, Oklahoma Clzy. Oklahoma 73112. Your help is
urgently nceded.



107

OMNER NO. 028.5:?/21 NAME, (/9'.97, L. dfl.nu/uo
B ' Royalty ®

1 an the owner of a Override O interest vhich is being taxed by the
$mall Working O -

" Vindfall Profit Tax Act.

‘I am betveen the ages of

20-35 O 36-47 8 48-60 D 61-752 o1der O
I
= ‘O Vidow O Recefving Welfare Assistance
: N | Divorced V O Receiving Social Security
‘D Un-Eaployed O ynder Nursing Bonf Care
o] Mubled\ - ¢ U Others

My check before Hlndh;i Profits Tax $

My check after Windfall Profits Tax $

- (IP YOU DO NOT CARE TO STATE A MONEY FICURE PLEASE USE REXT PARACRAPH)

My Check has been decreased by 0Oa2sx g 502 0 702 0 More
. \ h
I am being Taxed on D I recetve $_7 per barrel of 0il
o .
Tier 1 . O I do not know price per barrel of 04l
O Tier 1I
O Tier 111

@ Do Not Know

Did you realfze that Windfall Profit Tax would cffect your iatcrest? Ycoa No |

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY

2601 Northwest Expressway, Oklahoma City, Oklahoma 73112, Your help is
urgeatly needed, . -



108

Royalty K : i

I aa the ovmer of a Override O interest which is being taxed by the
Saall Working O

¥indfsll Profit Tax Act.

I am betveen the ages of

20-35 O %410 4s-60 O 61—75% order O —_
Ian .
I, widow - D Recetving Welfare Assistance
Divorced ' ?leceivius Soch; Security
.'¢Un-hployed - D under Nursing Home Care
D Disabled ) ¢ O othere

My check before Windfall Profits 'l'xk $

My check sfter Windfall Profits Tax $
(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH) J
My Check has been decreased by  [J25% Xm o0 O Hore
1 am being Taxed on O I recetve § per barrel of Ofl
(]
Tier 1 I do not know price per barrel of 0il
0O Tier 1T
O Ter 111

ﬁ\bouot Know ) . i

Did you realize that Windfall Profit T;x would effect your interest? \’euD No §<

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwest Exprcasway, Oklahoma City, Oklahoma 73112, Your help is
urgently nceded,
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onea wo._Z L34 IAE wwe,_ Aé £ ﬁm%/d‘

Royalty o
I em the owner of a Override O interest which i{s being taxed by the
Small Working O

Windfall Profi{t Tax Act.

I am between the ages of

20-35 O 36-47 O is-60 O P order O -
Ian
‘o Widow 'O Recetving Welfare Assistance
.0 Divorced O Recetving Soctal Security
D Un-Employed O under Nursing Home Care
o Disabled " O others

~

Comments: JA‘ /ﬁ,«lﬁ, “’“/JJM Maf JOYW%A’@M&.‘,

At 21 d Rxs2i

.-/,, mfa/mau/z..,, vome &
4 "Ro2.2 <% Jaiwd'm
2% 2bacret/s

My check before Windfall Profits Tax $

209, 43"
My check after Windfall Profits Tax $ J st
"‘M?-f’?%

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by  [J25% xsoz 0 70% * [ Hore
. 1 am being Taxed on O I receive $ per barrel of 0il
0
Tier 1 A I do not know price per barrel of 01l
0 Tier 11
0O Tier 11

XDo Not Xnow -
D1d you realize that Windfall Profit Tax would effect your interest? Yeln Nol&

PLFEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwest Expressway, Oklahoma City, Oklahoma 73112. Your help is
urgently nceded.
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James F. Bennett

OWVNEZR NO. RAME
1020 Main, P. O. Box 1566
Duncan, Oklahoma 73533
Royalty g
I sm the owner of a Overridel interest vhich is being taxed by the

Sasll Working ¥)
Windfall Profit Tax Act.

I am between the sges of

20-35 O 3%-47 O w0 B s older &
I an
‘O Widow D Receiving Welfare Assistance
D Divorced Receiving Social Security
0 Un~Employed - Ounder Nursing Home Care
6 Disabled * O ochers

Comments: I am an attorney. For many years I have bought minerals and

_invested in various ways in the oil business, and am an small independ-

..ent producer. My son and I operate three small leases which combined
produce about 25 T:rbls oF oil per day =

My chcek before Hindfull Profits Tax $

My check after Windfall Profits Tax s~

(IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

My Check has been decreased by D2s5x D sox & 70% O More
. 1 e being Taxed on O I receive § per barrel of 041
o .
Tier 1 {3 1 30 not know price per barrel of 04l
6 Tier II :
O Tier 111
Do Not Know

(n]

Did you realize that Windfall Profit Tax would effect your interest? Ye:a No
but didh't know what to do about it.

PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, {n carc of EASON OIL COMPANY
2601 Northwest Exprcssway, Oklahoma City, Oklahoma 73112, Your help is
urgently nceded.
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e EY AT 'a?;:m*:;.“ '

ﬁﬁ'O) Yoy
/""‘ gawco ;oe paL  Lful TN - _’ﬁ—————i;&,,, r“——-
NCERA sovL 1yr2.13 82450 /”3 g
OWNER ¥O., MAME R AW‘ . "::.“
- [ 7;, o
102 W!I.DERN
foystty O ESS DR 2 2117

NAPLES, FLO ie
T sm the ovner of & Override O interest vhlch 1is lnz taxed by the

Small Horklngx %@7«(
XY Windfall Profit Tax Act. '

‘I am betveen the ages of . 6//5 5

t {’ 20-3 O w4 O ats0 O sx-nh' oraee & o
e A ———— .
' 1am 7'%«$

ﬁ? ‘3 Widow D Recetving Velfare Assfstance - et fae
g . ‘0 Divorced . K Receiving Socfal Security * ’J‘;‘?
( V}‘ ‘D Un~Zmployed . D vnder Nursing Bome Care N

’ x Disadled ¢ O ochers ) ' : o »
§ Comaentss ! by o, - s A d

~ 3 Hy check before Hhﬂlfnu Profits Tax ) 23477 3 1

i?{" My check after Windfall Profits Tax s /5725 M&..a
! - (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARAGRAPH)

'l 2 My Check has been decreased by Dasz nsox 0 702 . [ Yore
' 1 en being Taxed on 0 I recefve § per barrel of OL1

? : .
\ Xﬂn 1 é— k"d ~ K! o not knov price per barrel of Ofl
i € Tier IX
| O 1ter 11
i 0o Mot Kaow
:b D14 you realtze that Misdfall Profit Tax would etfece ¢ your x,;m::l Ye

MeX

& PLEASE RETURN THIS FORM YO NEVELYN TIPPIT, in care of EASON OIL COMPANY

2601 Northuest Expressway, Oklahoma City, ohlahon 73112, Your help is
urgently needed.
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OWNER NO._P - 02050 we_sl i /) /)»rm:f-n é)
A v
Royalty d
I an the owner of s w:::xdeD interest which {s being taxed by the
Small Working O .

Windfall Profi’ Tax Act.

‘1 am between thc ages of .

20-35 O 36-47 B 48-60 _0_ ce-s? | oer O
I s -
',g Widow o Receiving Welfare Assistance
-D Divorced O ecetving Social Security
.D‘ Un~Employed O pader Nursing Home Care
O Disadled ' Hothers
cé-entu

_aa‘” frrps 2 ’mbnt'u&. é/r-u f/’c; toy T/ ies
¥ v

gu}eu iog _flo#.:?d—'

My check before Hindhll Profits Tax $

My check after Windfall Profits Tax $ ‘
- (IF YOU DO NOT CARE TO STATE A MONEY FIGURE PLEASE USE NEXT PARACRAPH)

My Check has been decreased by ( 0Oasx psox Q 702 D More
1 sm being Taxed on O I receive $ per barrel of 0i1

o .

Tier 1 I 30 not know price per barrel of 0il

O Ter 11 oy

D Tier 111

¢Do Not Know

. ' o g
Did you realize that Windfall Profit Tax would cffect your intercst? Yes No /
PLEASE RETURN THIS FORM TO NEVELYN TIPPIT, in care of EASON OIL COMPANY
2601 Northwest Expressway, Oklahoma cuy, Oklahm 13112, Your help is
urgently needed.

-

~
~
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BasoN OmL Co.,
Oklahoma City, Okla., June 18, 1980.
Attentlon : Nevelyn Tippit.

Instead of returning your questionnaire regarding the effects of the “Windfall
Profits” Tax Act, Nevelyn, I am taking this opportunity to let you and others
know how I really feel about this act of robbery by my Government.

As Eason Oil Company records will show I have participated for many years
with a small working interest in a couple of leases in Logan County, Oklahoma,
which—to this date—have failed to pay me the amount of money I have invested
in the drilling program,

I have had similar experience with Champlin Oil Company and when the price
of oil and gas began to rise in 1978, I cautioned the person who prepares my tax
returns to be sure and take the depreciation so as to allow some income, or
profit. I was shocked when he told me ‘‘your profits this year are nil and, in fact,
you had a net loss of $407.00 over operating expenses!”

In 1979 with the price of natural gas and oil increasing a bit, it looked like 1
would recover expenses and, for a short while, the results were very gratifying. .
I was encouraged so much that I went in on another program to help drill five
additional wells and. long before I learned the results of these wells, I was hit
with this huge “excise tax’’ deduction which was withheld as if it were to be
prepaid income taxes and before I would know whether or not I made or lost on
the venture during the year.

It is interesting to note that of the five wells mentioned, it looks like three of
them will be totally dry and the other two might be marginal producers, but
under existing excise withholdings, it will be impossible to recover losses from
this venture.”

I think my opinions of government regulations on the independent producer,
who actually drills most of the wells and produces most of the low volume pro-
duction which our Country so desperately needs, are very well explained in an
editorial I wrote to go out with our little house organ in an issue last Septem-
ber. Copies are enclosed.

Fortunately, Nevelyn, I do not have to depend on my income from the oil and
gas properties for a living as a lot of people who are widowed, disabled or unable
to work, and I think these people certainly deserve relief as soon as possible in a
repeal of this unjust tax. Personally, drilling oil wells is the only gambles I en-
gage in since quitting the farming business many years ago. Since I want a little
better than 50/50 odds on any bets I would make, you may be sure I won’t be
risking more of my hard earned money in trying to help find oil when our ill
informed legislators enact unjust tax laws to insure I don’t even get my money
back. Maybe the time will come when our lawmakers who try to buy votes by
picking on anyone who is associated—in any way—with the oil industry are
voted out of office!

Very sincerely yours,
FraNk W. MUrPHY, Sr.

Mr. Boren. I would like to call to testify now Ms. Gwynne Gazza-
way, representing a group called Widows on the Warpath.

STATEMENT OF GWYNNE GAZZAWAY, WIDOWS ON THE WARPATH

Mrs. Gazzaway. Thank you very much. I would like to thank every-
one here first and tell you last summer I got mad watching this thing
going on and what was happening to us.

My father happened to have been an Independent. He was one of the
small ones so I ended up to be one of the very small royalty owners
with an income of about $16,000 a year.

I am dependent on my royalties, and I found other people in the
same bracket. I called them widows, and so that is where we got our
name in the paper.

We have finally decided to refuse to sign leases. The teachers and
the truckers strike. Why not the royalty owner. We decided not to do
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it long enough to hurt anything, but just long enough to get a bit of
attention,

But thank God we did. Thanks to press coverage, and I do thank
the press, we received many calls from royalty owners. I suppose I
can’t tell you the number. .

I actually assembled 1,200 royalty owners and the majority refused
to sign leases. '

Now I found one thing. I started this thing out because I was mad.
Iended up really hearing stories that were awful.

Royalty owners are taxi drivers, librarians, minorities, schoolteach-
ers. I found an average to be in their sixties and seventies and were all
widows. A good many of us got it through inheritance through hus-
bands or family.

I found one thing this last summer and this came over the network.
A TUnited Auto Worker makes approximately $26,000 a year. You
compare that to a small royalty owner that gets a check—say she is in
her seventies and there are many this way—who has approximately
$350 a month divided between social security benefits and royalty
payments.

ow that woman told me she couldn’t go to the doctor because she
didn’t have the money to take care of her rent. -

I know one thing, this summer I called Mr. DeArmet, one of your
aides, and they are wonderful. However, I ran into some in the Far
Eastern States and the Far Northern States and I would like to tell
other royalty owners how they feel about us.

We do not own the oil according to them. The oil belongs to the
people of the United States. If it were not for OPEC prices, they
would have all of usin court. ,

‘What do you think of that 4

When we talk about people in the East needing to pay grocery bills,
I have talked to enough royalty owners—we all have to pay grocery
bills. There are some that are really in a serious state—and you have
to decide and I am quite sure that Oklahoma and Kansas as well as
Texas—we get awfully cold. So next time they say something tell
them that.

And then I would like to ask every royalty owner here go to your
division course. Mark off every citizen you can find in every other
State, you know, the people in Illinois, New York, Ohio. You go right
down the line. You can do this where the companies can’t.

Then send them to you. Senators Boren and Dole, and let them take
them to the Senators in the East. If you have a chance, drop a letter
to some of them. It helps.

Anyway I would just like to thank you for having me here. The
average royaltv owner that I saw out of more than the 1,200 that I saw,
they are a middle income to lower income bracket. The remainder of
them are divided into two income brackets, lower and upper.

There are minority royalty owners in east Texas, Louisiana and T
am quite sure this goes throughout this country.

I have many figures that I am not going to take the time to give
them. I thank you very much. .

Mr. BoreN. Thank you very much.
We appreciate your testimony very much, and we know that you
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came some distance at difficulty to yourself. We appreciate your being
with us today.

Any additional items that you would like to put into the record we
would be very happy to receive them.

Mr. Dore. Could I just say that Mrs, Gazzaway has been very help-
ful. I am certain everyone knows what a division order is. Mrs. Gaz-
zaway sent us division orders and she circled those on the division order
that tive outside oil-producing States.

That is where we have to find the votes in Congress.

In addition she sent other lists of hundreds and hundreds of names
of people who live in Texas and people who live outside of Texas who
have interest in this issue.

I can only say that it is an indication of her determination. I know
she has been hospitalized ; and as Senator Boren said she came here

today at great personal sacrifice.
It is the kind of initiative that we think will help turn this thing

around so we appreciate her efforts very much.

Mr. Boren. I want to second what Senator Dole has said and say
that seriously when you do have names and addresses of those in other
States, particularly beyond the boundaries of the southwestern part
of the United States, it is very very helpful if you would take the time
to write them and encourage them to write their Congressmen and
Senators from these States because we do need to try to win those
people over and let them know that out of 2 million royalty owners
they don’t all live in three or four or five States in the southwestern

part of the United States.
So that is very important help each one of you could give us.
[The full statement of Mrs. Gazzaway is as follows:]

My name is Gwynne Gazzaway and I am a widow. I'm 53 yearsold and Tam a
mother and a grandmother. I'm a royalty owner and I own rovalties in several
states though my holdings are small. The majority of my royalties are in Texas,
Oklahoma and Louisiana.

In June of 1979, I contacted friends who were in positions similar to my
own . . . widowed, dependent on their royalties, and of a middle-income bracket.
Each of us contacted others. I released a statement to the press that we were
refusing to sign leases in opposition to the Windfall Profits Tax and as a result
of press coverage, I was contacted by many Toyalty owners.

A coalition of royalty owners was formed to fight the Windfall Profits Tax.
Our number eventually reached 1200 and we agreed to oppose this tax. Among
those I talked to I found the average royalty owner to be between the ages of
65 and 70 years of age, female, single or widowed and of a middle-income bracket.
Three-fourths of the royalty owners, I found, were middle income; the remainder
divided between lower and upper-income brackets.

As opposed to the average United Auto Worker who makes $26,000 a year, one-
fourth of the royalty owners I spoke to of the lower/middle-income bracket re-
ceived approximately $350.00 a month and this amount of income was divided
between Social Security payments and royalties. These were, of course, people
of an older age. .

There are minority royalty owners in East Texas and Louisiana and one woman
1 spoke to, a black woman, told me of her mother's position, Her mothir was
90 years old and dependent, I quote, “on her royalties and Medicaid”.

Now there are 400,000 royalty owners in Texas; 1,600,000 to 2,000,000 royalty
owners in the United States. In Texas we have 167,504 producing oil wells and
85,000 gas wells. At the very least, there are 4 royalty owners to each well. In
Texas we pay an ad valorem tax and there is a severance tax taken from our
checks before we receive them. The majority of royalty owners are in Tiers I



116

and II old oil and stripper oil. As stated in the Windfall Profits Tax, when old
oil reaches a base price of $12.81 (Tier I) or $15.20 (Tier II), we will be taxed
70% for anything in excess of these base prices.

Now with inflation and all prices tripling, I believe that we are still going to
find ourselves in very poor shape. We will receive some profit but that will place
us in a higher income bracket and therefore our income taxes will be increased.

I found that many royalty owners are in nursing homes, some of them in poor
health. I, myself, have cancer and find that I need every cent to pay my medical
bills. This is not a sob story but truth which can be verified through study. If I
can find out these facts, I'm quite sure the government can,

The royalty owners have been pictured as very wealthy people, all of them,
This {8 not true. Actually, the upper-income royalty owners are a very small part
of a very large picture. We have to pay heating and grocery bills just as the people
of the East and we have our elderly and we get cold also. In West Texas, Okla-
homa, and Kansas, we suffer from the blizzards just as those in the Northeast.
It has been said that we are wealthy people and don’t have the same needs or-
worries. This is just not true in any way.

I have found through study of Division Orders, my own and others, that there
are royalty owners in New York, Ohio, Indiana, Mississippi, Alabama, and
Georgia. Actually, there seem to be royalty owners in most every state in the
United States. We have received our royalties from inheritance, property, or in-
vestment on our own part. You don’t put a windfall profits tax on an investment
in American Telephone and Telegraph nor do you place a windfall profits tax on
a home that has tripled in value. .

As a royalty owner who has talked with many, T ask you please, give us a break.
There are many royalty oiner stories, many far more interesting than those I
have told you, but these people do not like to virfually bare themselves to the
public as I have done or as does anyone who has to give testimony. They are there,
so help us please.

FACT SHEET FOR ROYALTY OWNERS

014 ofl (Tier I)

Base price (May 1979) o e ee $12.81
World price o e e 41.00
TAX (Percent) - o e 70

Instead of $41 a barrel, you'll get $21.27 and pay $19.73 tax per barrel.
Stripper oil (Tier II)

Base price (December 1979) o oo e $15. 20
World price. . e 41.00
Tax (percent) . . emmme e mc e ————— 60

Instead of $41 a barrel, you’ll get $25.52 and pay $15.48 tax per barrel.
New oil (Tier III)

Base price (December 1979) _ o ool $16. 55
World Price oo e 41. 00
Tax (percent) .. ceccmcccmac—m—mmemcmm—eme—m—— 30

Instead of $41 a barrel, you'll get $33.67 and .pay $7.33 tax per barrel.

NoOTE : This is figured by taking the difference between the base price and the spot price,
computing the tax on that figure, and subtracting it from the spot or world price. These
figures are approximate, and should be used only as a rule of thumb. The IRS has a new
180-page explanation {f you need some fine print legal and accounting detalils.

Mr. Borex. Our next witness is Mr. S. G. McLaurey of Sayre, Okla.
He is also the president of the Oklahoma Mineral Owners Association.

STATEMENT OF S. G. McLAUREY, PRESIDENT, OKLAHOMA MINERAL
OWNERS ASSOCIATION

Mr. McLaurey. Senator Dole, Senator Boren, it is certainly nice
to find a Republican and a Democrat sitting side by side with a bipar-
tisan attitude.

We certainly appreciate you gentlemen, believe me.
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May I take this opportunity to thank the people of OCC for their
fine facilities.

Mr. Boren. I want to answer that. We certainly should thank them.

When we realized that we were going to have more than 200 or
300 people than we expected at first, we began to look all around the
entire area to try to find a place to move the meeting, and they were
extremely cooperative and very helpful. We really do appreciate
it.

Mr. McLaurey. May I say that as State chairman of the State of
Oklahoma’s Oklahoma Mineral Association also in conjunction and
as the president of the Western Oklahoma Mineral Owners Associa-
tion we are glad you are here.

We are also appreciative of all yuu fine people that turned out today.
I don’t know what we would have done without you.

Also we would like to state at this time tﬁat we appreciate our
State legislators, our Governor and you the committee for all these
fine speeches that have been made at tfl'e hearing today.

In fact we have had no one oppose us in any direction. They have
beer. complimentary and receptive to what we are doing.

We want you to know that, as Oklahoma mineral owners, we cer-
tainly appreciate that.

Also I would like to mention one thing, it seems like we are a little
bit reluctant to bring forward. This could be one of the most sophis-
ticated and discreet terms or methods of nationalizing our oil and
mineral rights.

We should be aware of that. :

Mr. Beeby from Marshall gave an excellent presentation because
every time that taxes rise in the direction of the producer or the
mineral owner so much of your mineral is absorbed through taxation
probably will never be recovered.

Therefore, they can use that as a weapon. And as Mr. Beeby said:
we will never get to fire a shot.

So let me alert you to an extent that we will help you on the com-
mittee. We will help you as far as Senate bill 2521. We want you gen-
tlemen to feel free to call upon us. )

So may I say at this time, we thank you.

Mr. Borexn. As you know we are going to continue these hearings.
We have five more witnesses which we will hear this morning before
we conclude, but we are going to be commencing again shortly after
noon in Great Bend, Kans. Senator Dole is going to have to go ahead to
be sure that he is in Great Bend and we are able to start there on
time. ‘

We are going to sort of leapfrog so that I can complete the hearin
here. He will go on to be able to start that one on time in Great Bend,
and I will be joining him there this afternoon.

1 want to again express appreciation to him for being here and for
being such a leader in this effort.

I want to share one thing with you. Again this is offered in the
spirit of bipartisanship because we are not talking about party poli-
tics. We are talking about individuals who try to represent the people
who send them to Washington.

During the entire windfall profit debate—and it has been alluded
to here—Senator Dole during that particular point in time was an an-
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nounced Presidential candidate. He has been the Vice Presidential
nominee of his party in the past.

There were a lot of people in the Senate who were involved in
Presidential politics. Many of them were gone—not on the Senate
floor. They were out campaigning. ,

I happen to know dozens of times before key primaries—times when
Senator Dole, if he was going to have a chance for the Presidential
race, needed to be in those States—be it New Hampshire or whatever
State it happened to be—Iowa or wherever—campaigning. And time
and time again we said to him we need you on the floor. We are going
to try another amendment. We need you in the committee for a key
vote.

Without exception every single time Senator Robert Dole E&;ve up
his own personal ambitions and his own personal campaign to be there
in committee and to be there on the Senate floor during the—doing
the people’s work.

1 want to tell you that while we can’t vote in Kansas and it is prob-
ably not appropriate to get too bipartisan about this, let me say
that there are a lot of people here who have relatives in Kansas and
I imagine that a few of them might write some letters across the
State line to express appreciation to Kansans for what you have done
for all'of them in the U.S. Senate. )

Mr. Dock. T did not write that. No one trusts politicians these days,
but I did not write that. I only suggested that he say it.

Seriously it is a pleasure to have been here. Now I really believe as
I said at the outset that this will demonstrate the concern about this
issue to our colleagues on the Finance Committee, as we have tried
to do in the past in the best tradition of American politics. This issue
affects Democrats, Republicans, Independents, and people who don’t
care about politics at all, They are farmers, schoolteachers, and what-
ever else has been pointed out before.

This is not & mutual admiration society. I would just add one point
to what Senator Boren has been kind enough to say on my behalf, I
may have been the first victim of the Windfall profit tax, at least my
Presidential campaign effort.

That is beside the point. The point is that there are a number of us
in the Congress who do not like this tax. Senator Boren is one of those
and I am one of those. That is our responsibility. It is our duty to de-
fend the people in our States from what we feel is an unfair and an
unjust tax.

If we are not doing that, we ought to be. We can be replaced. We
understand that.

I meant “we” in the broad sense, I don’t want too much applause
on that line. :

As I have already stated this is an official hearing of the Senate
Finance Committee. It is the first step. I am going to Great Bend,
Kans., now, but certainly we won’t have this many people. We are
just not quite as big as Oklahoma.

We have 43.000 wells. You have about 77,000. But our people are
just as mad as Eddie Chiles.

Mr. Boren. Thank you very much.

We do appreciate Senator Dole being here. We will move ahead and
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we will plan to—with the aid of our last five witnesses—we will be
concluding about 12,

We have five other important witnesses to hear from. Our next wit-
ness is Mr. Kenneth McFall representing the Oklahoma Farm
Bureau—the executive director. He is the top man there in terms of
its permanent staff.

STATEMENT OF KENNETH McFALL, OKLAHOMA FARM BUREAU

Mr. McFaLL. I am not going to read my statement. I would sa
that we talk about how bad this windfall profit tax is. It shouldn’t
come as any surprise because in 1957—Congress has been fiddling with
the oil and gas industry.

They didn’t deregulate natural gas. They removed the depletion al-
lowance. It seems that Congress has an unlimited capacity in the field
of energ{' to do the wrong thing.

I would like to point out that nobody said it better than Jim Beeby
on the matter of confiscation. I don’t see how this tax could possibly
be held to be constitutional.

It certainly seems to me to be divesting people of property without
due process of law. It would seem to be discriminatory. There is no
such tax on gas. There is no such tax on coal. No such tax on lead, zinc,
aluminum, gravel, limestone—nowhere else.

I would make one point, Senator. I think one point has not been yet
made today, so I will,if I might.

Under the regular Federal income tax system these people would
have paid substantial taxes anyway. In many cases it would throw
them into a higher income bracket. They would have been paying sub-
stantially more taxes, it would have been on the basis of their ability
to pay.

o in reality it should be noted that there are taxes to be paid even
if you are successful in repealing the windfall tax entirely—which is
not possible I suppose. But these people would pay additional taxes
through the regular income tax channel.

Thank you very much.

Mr. Boren. We will put your full statement into the record.

OKLAHOMA FARrRM BUREAU,
Oklahoma City, Okla., May 23, 1980.

Senator DAvip BOREN,
Member, Senate Finance Commitiee,

Senator BOREN AND MEMBERS OF THE COMMITTEE: Oklahoma Farm Bureau
appreciates the opportunity to appear before this committee and relate the view
of the organization on the Windfall Profits Tax.

The so-called Windfall Profits Tax Is a misguided and unfair tax in the first
place, and possibly will be declared unconstitutional in due time. .

: The tax is especially unjust and unfair applied to the owner of the mineral
nterest.

These people have absolutely no way to pass the added cost to the buyer,
because they have no control over the product being sold. They are simply being
- lpaid a royalty on a product coming from land on which they have mineral
nterests,

The tax amounts to conflscation of revenue simply because it is generated by
ofl. The tax seems to violate the constitutional prohibition of taking property
without due process of law.

No other mineral interest is 80 taxed by the federal government, so the tax is
very discriminatory.
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The argument may be advanced that the royalty owner exerts no effort and
the rising income from oil truly is a windfall. The fact is the owner may have
paid a high price for the mineral interest when he purchased the land, in antici-
pation of the possibility of an oil or gas find.

It would make as much sense to confiscate 30-70% of the value of a bushel of
wheat because the government thinks the price of wheat is too high.

Under the federal progressive tax system, the federal government would have
already been the major beneficiary of price increases in the oil industry. Assum-
ing that most royalty owners do have other sources of income, any royalty
income received by these individuals would cause this primary income to be in a
higher tax bracket. Following this idea, say & farmer is in the 20 percent income
tax bracket irom regular farm income, then add royalty income to his regular
taxable income, the entire income from that farmer would be in a higher tax
bracket. In reality, the total additional tax, both on the royalty income and farm
income, must be charged against the royalty income.

Respectfully,

JaMES L. LOCKETT, President.

Mr. Borex. The point which you make is a good one. The income tax
collection resulting from decontrol over the next 10 years—additional
income tax collected—will run an estimated $600 to $700 billion in-
crease over the next 10 years without the windfall profit tax.

When we talk about additional taxes that will be levied over the
next decade and additional tax collection, we are not talking about.
only $227 billion in windfall profit tax but added on top of it addi-
tional income taxes that will be paid.

We are talking about close to $1 trillion additional tax collection
over the next decade. As it has been indicated the tragedy of that is
that very, very little of that will end up going into energy production
here in tﬁe United States where we so badly need it.

I think that is a very good point that has been made.

Our next witness is Mr. Bud Stewart, president of the Energy Pro-
ducers and Consumers Association which is headquartered also in a
very good community, Seminole, Okla.

STATEMENT OF BUD STEWART, PRESIDENT, ENERGY CONUMER.S
AND PRODUCERS ASSOCIATION

Mr. Stewarr. Thank you very much, Senator Boren. We certainly
appreciate the fact that you and Senator Dole and one or two others
carry the ball for our industry in difficult negotiations on this tax.

I do represent the Energy Consumers and Producers Association.
We are made up of some 500 independent oil and gas operators and
“00 mineral owners. '

_ As you recall we are the ones responsible for the march on Wash-
ington in the oilcade with all the equipment at Senator Bellmon’s
suggestion,

nfortunately we didn't have that much impact at the time, but I
can assure you that if all these folks had lmrd{mts on and come with
us the next time maybe we will be in a little better shape.

Our organization actually came into being to form a nucleus to file
lawsuits against the Federal Government back in the Federal Energy
Administration days.

We are very pleased that the day after President Carter signed this
legislation we filed a suit against the Government in the eastern dis-
trict of Oklahoma.
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We filed this suit on primarily two grounds. First, of all the non-
uniformity which has been mentioned before; and I might add that
if a windfall profit tax were placed on the fishermen in Massachusetts
and on timber in Washington, I venture to say Senator Kennedy and
Senator Javits would have a little bit different idea about what wind-
fall profit is. ,

Also—and I am not an attorney, but our attorney seriously ques-
tioned whether this, in fact, is an excise tax. It may be a direct tax
which of course is unconstitutional.

That is one reason we fought the revolution and this country was
born so maybe we will have to be reborn.

Also someone pointed out that energy, which was the beginning of
this tax, doesn’t have anything to do with it.

I would like to point out to you and your colleagues this week’s
issue of the “Oil and Gas Journal.” Without any tax on newly
discovered oil we have almost broken the record for the number of
wells drilled in any given era, 56,000.

If we get the 57,000 in 1980 that will break the record—more wells
drilled than any other time,

I think that 1t is interesting to note that the more wells you drill the
more oil you find and the more reserves you find. We have found the
highest number of reserves in 1979 than any year since 1971, and the
highest number of new field discoveries since 1954.

%o we can prove that increased drilling will find more oil for those
that might_be interested, and hope that certainly you and Senator Dole
can get your colleagues in the House to start thinking of this as an
energy program,

" Let’s do away with the tax, and we will support any exemption
whatsoever for any group. We hope the Congress of the United
States will come to their senses aiid repeal the whole bit.

Thank you very much.

Mvr, Boren. Thank you very much.

[The full statement of Mr. Stewart is as follows:]

STATEMENT OF ENERGY CONSUMERS AND PRODUCERS ASSOCIATION, BY E. I. Bup
STEWART, PRESIDENT

Senator Boren, Senator Dole, welcome to Oklahoma City. We certainly

appreciate your interest in the consequences of the “windfall” profits tax on the
economy of this area and on the thousands of citizens who must bear the burden
of this unfair tax. Had it not been for the effort expended by the two of you in
our bfehlalf. this tax could have been much worse. For that, we will be eternally
grateful,
~ The ECPA is an association based in Seminole, Oklahoma with 500 producer-
operator and 400 royalty owner members residing in 30 States. As you both know,
our organization headed the last-ditch march on Washington in March of this
year to defeat the tax. Some have criticized us for sending our ollfield equipment
and hard-hatted workers to Washington at such a late date with a slim chance
for success. Irrespective of the lateness of the hour and the hopelessness of the
cause, I am very proud our group fought to the bitter end. However, we were
successful in bringing national attention to the fact that the consumer would
ultimately pay the tax—either at the pump in higher gasoline prices or in the
failure of the energy industry to have enough capital to do its job of finding
increased supplies.

The most disturbing thing about the whole history of the “windfall” profits
tax is that President Carter initiated the proposal as a part of his energy plan.
Once announced, the Congress and the administration accepted the concept ofa

68-742 0 - 80 - 9 -
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tax but not as a part of any energy plan but solely to raise Federal revenue.
Many people feel badly used by their Government and its representatives. This
is especially true of royalty owners. The Washington press agents worked
diligently condemning the profits of “big” oil all the while the tax proved to be
a bonanza for “big” oil and a disaster for independent producers and royalty
owners. Aunt Minnie, the widow living on a black jack covered 40-acre tract of
clay, has some difficulty understanding why her small royalty share is consld-
ered to be as evil as the Exxons or Texacos of the world! Many thousands of
American citizens depend upon a small royalty check for their living. Through
absolutely no fault of their own, it is cruel treatment indeed for their Govern-
ment to suddenly take 30 to 40 percent of their income.

I have observed that the general belief in Washington is that royalty owner-
ship is a passive fact and the mineral owner contributes nothing to energy
development. While mineral owners in modest economic means will accept lease
terms generally favorable to both lessee and lessor, there are many others, per-
haps a majority of mineral owners, who have hecome extremely negative to
leasing their mineralS as long as the tax is placed on their potential production.
It is a fact in the oil business that the productive process starts with the land
and with the oil lease. Obviously, the refusal to lease will adversely impact
future production. Therefore, our Association fully supports any relief or exemp-
tion for royalty and mineral owners.

I would like to make two additional points concerning the effect of the tax
on energy production, In previous testimony before the Congress, representatives
of our association and most other oil and gas groups, testified to the relationship

_between the number of wells drilled and increased production.

It is interesting to note thut the increased drilling activity of recent years has
almost closed the gap between oil reserves discovered and oil produced. Under
market pricing for newly discovered oil, the drilling rate of ;16,000 wells per year
is approaching a record. New reserves discovered are the highest since 1971 ! New
fleld discoveries are the highest since 1954! What more proof does Government
need to turn the industry loose to find oil?

Also, the industry testified that any punitive tax would cause marginal wells
to be plugged. Since enactment of the tax, I am aware of instances where that
is happening. With the current prices of used pipe and equipment most operators
will plug and abandon wells losing money rather than await the future tax
adjustment provided for in the legislation.

It is obvious the “windfall” profits tax is a national disaster and should be
repealed. Failing that, the law should be generously amended to grant exemptions
to independent operator and royalty owner alike.

Mr. Borex. Our next witness is the president of the Stephens County
Mineral Owners Association. It is my understanding that this county
has the largest number of royalty owners.

STATEMENT OF BUDDY SPURGIN, PRESIDENT, STEVENS COUNTY
MINERAL OWNERS ASSOCIATION

Mr. Spurain. Last but not the least. .

I guess we are the largest_organization 1n the State. Everything
that 1 had prepared to say has already been said. It has been said three
or four times and it has been well said. _

T want to thank these two gentlemen for the opportunity for us to
express our opinions and thanks to ex-Senator Wayne Holden for get-
ting me on the program. I would not have made it had he—because I
wasn’t aware of it in time. - o

I am going to suggest that the only way that we can do anything is
by representation. Go back home and form an organization. I don’t
care whether you call it a county or a State organization or what.

Ours will bé known as the Southern Oklahoma Royalty Owners

Association.
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Don’t think you can’t get results. You can get results. For instance
back in 1947, 1948, 1949 and 1950, and 1951, they discovered oil east
of Stephens County. :

They tried to get one spacing order of one well every 80 acres. Then
they thought they were going to have some opposition so they asked
for spacing of one well every 40 acres.

We talked to some reservoir agents and they said a well every 10
acres will never adequately drain the reservoir.

So what did we do? We formed a royalty owners association, got a
bunch of money together and fought it.

When they saw they were whipped hands down—when we started
the royalty was worth about $2,000 an acre and at best at 10-acre
spacing it was worth $8,000 an acre.

There is your difference.

Now before this tornado hits us—an by the way Duncan has had
ion%e bad ones, but this is the worst tornado that ever hit Oklahoma

ar. ~o
yYou can insure against a tornado, but vou can’t insure yourself
against socialistic—I am not so cottonpicking sure it is not communistic
activity.

And thanks to Mr. Holden for suggesting that I do not use my barn-
yard language. “Cottonpicking™ sounds much better.

I know we are squeezed for time, but let me suggest that you go back
home and get organized and do some good. You can belong to our
organization. 4

To give you an idea, I have been in the inincome tax business—
connected with it since 1936.

I have been retired approximately 10 years. My son-in-law is con-
tinuing the office. I have seen income tax all the way through—possibly
before you were born.

Everybody admits that the income tax is nothing but a political
football. That is all it has ever been. ]

In my office we do an'awful lot of returns from people just like you
right here—about 1,500 returns. Three or four hundred of them are
self-employed and ranchers, farmers, and the balance are medium
salaried people.

Now I have letters in my pocket which I don’t have time—and
neither do you—to listen to. As high as 51 percent taken out of their
check.

I am going to show you how much of a graft this is. It is the biggest
money graft in history.

In the lower salaried people—of course they don’t pay much income
tax. They pay very little income tax.

In the middle salaried people and the higher this royalty income is
right on top of their income from other sources.

What rate do those people pay? They pay from 30 to 50 percent
Federal and 6 percent State tax. Now that is on what is left, and that
is what you are going to pay after the big boys take out 50 to 70
percent.

So what have you got left ?

I would like to leave one thought with you. Get home and get orga-
nized and show these people here that we are behind their movement
100 percent and we will stay behind them.
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Mr. Bore~. Thank you very much.

Our next witness is Anna Belle Weidman from Piedmont, Okla.
Anna Belle is a former member of the State house of repre-
sentatives. We served together and she also has been president of the
Cowbells and is very active in the agricultural organizations of the
State. We are glad to have you here.

STATEMENT OF ANNA BELLE WEIDMAN, PIEDMONT, OKLAHOMA

Mrs. WemMAN. Thank you, Senator Boren.

- Senator Dole and the Finance Committee, and I want to go a bit
farther and say President Carter and the U.S. Congress, as I opened
my royalty check yesterday, yes, it was a bit bitten—a lot less you
would say.

In this check was a card and it says, “Dear Interest Owner, As you
immg an excise tax known as Windfall Profit Tax has been passed into

aw,

As you heard Harvey Gardner say an excise tax is not right for
only one segment of people.

It goes on to say that “as first purchaser we are required by law to
withhold this tax from your payment and remit it to the Federal
Government unless you are an integrated oil company or exempt from
the tax.”

Then  follows the phase one and two and of course the major pro-
ducer and the royalty owner is in the 70 percent bracket. Right here
is the evidence out of your check.

So speaking of windfall profit tax is the most highly overrated
heading to say the least. It is not a profit tax. This is confiscation of our
property.

The royalty we own has been purchased. We have legal title to it
as you would have legal title to your home. We have legal title through
contract of deed as any other business person that purchases their
property does. -

We paid for it by no other means than by our jobs and hard earned
cash out there on the farm by working.

The Government did not give us the royalty and minerals, The
Government did not develop these minerals. It is no one else except
for one who holds the fee simple title to these minerals and royalties.

The windfall profit tax is the U.S. Government redistributing
wealth. It isnot fair. It isno good. -

If this is good for us roysﬁty owners, why was foreign oil exempt?

We are still dealing with foreign oil free to them, but we buy it as
American people.

Why was Indian land exempt? Why was school land exempt ? Why
was city and State?

No. They put the 70 percent on us royalty and mineral owners.
I call that so unfair and unjust, Senator Boren, that I~ feel like that
I would like to address to President Carter and the U.S. Congress—
if 70 percent is fair, then I ask President Carter and Congress to take
their holdings that they put in trust when they became President and
Congressmen to distribute 70 percent to the American people.

If 70 percent is fair to mineral owners, then President Carter I ask



126
you to give 70 percent of your peanuts off the top before—just how
long do you think they will stay afloat giving the first 70 percent
before any of our expenses are taken out ?

We give 70 percent to Federal plus 7 percent gross production State
taxes which is 77 percent tax plus our Federal and State tax. How
long can we do this?

Almost 90 percent goes to taxes of our investment.

American citizens, we are not going to let this happen. This is the
first step toward nationalization. We must wipe out this windfall
profit tax. It must be taken off the books. I beg of you and I plead
with vou., Mr. President.

Yes; we must be given the right of our property back, back to the
people now.

I am not trying to be cynical. I believe in private property rights.
This gives the Government 70 percent title to our royalty property.

It 1s wrong. It is wrong. Yes, we citizens must wake up. Whether
you be a royalty or mineral owner it makes no difference. Who will
next be the victim that the long arm of Government will reach out and
say, “Yes, I must have 70 percent of your business.”

I tell you people—I willl tell you, Senators, it is scary. We must
act now. We are farmers and ranchers, How can we make it work
with $300 a ton fertilizer and $3.50 wheat.

If T shut my eyes tonight and my well is left to my child, will the
70 percent tax come off the top or will the next 7 years be taxed full of
that well? It is something to think about.

We have a serious problem, and we certainly, Senator, appreciate
you taking your time to come to us with these hearings.

Mr. Borex. Thank you very much. y

Our next witness is Mr. Joe Lawter of the Farmers Union Co-
operative Royalty Company.

STATEMENT OF JOE LAWTER, FARMERS UNION C0-OP ROYALTY CO.

Mr. Lawter. I would like to thank Senator Boren and Senator Dole
for having these hearings. They are terribly important to us.

I am going to tell you a story of a broken dream. Since you have
heard everything today, you haven’t heard the story of the broken
dreams. I would like to tell that story to you.

Some 52 years ago, 1.200 farmers got together and decided that they
wanted to pool their mineral interests. Most of them were not too good
at that time. That is true.

And then they would eventually as years go by—they would eventu-
ally share and share alike and they all shared.

If one well hit, they all shared and so on and so on. That carried on
through all these years.

Well, this is a great dream, but the first thing that came along some
several years ago was the IRS who said to us, Senator Boren, that
we are not a cooperative even though our title says we are a cooperative.

They say we are going to tax you like a corporation. So what do
they do? They wipe out 50 percent to start with right off the top. Just
wipe it out. We lose 50 percent from the day we start all the oil.

The State of Oklahoma, and I don't regret this particularly, takes
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7-plus percent of our oil money, and we get what I consider to be a
conservative average of 45 percent of our money.

With this “I am mad as hell, Eddie Chiles” windfall profit tax—that
is the only way I can describe 1t 1n the language 1 wouid like to.

So where are we now ? They actually—from the time they produce a
barrel of oll and we get it to our stockholders and we pay our stock-
holders all the profits of the company—we try to operate on nothing.

We end up paying our sharenoluers less than t8 percent of the
original revenue because of what the Government is taking out.

Now 18 percent isn’t that interesting—on a dream that they had
they would share.

1 can’t imagine what we would be paying in dividends today if we
didn’t have 50 percent corporation tax and 7 percent to the State and
now 25 percent to the windfall profit tax.

You say, “Well, maybe we can live with it if they will somehow
forget about the gas.”

Mr. Boren, don’t bring it up. If you don’t mention it, maybe they
won'’t think about it and maybe we can survive. I don’t know.

The irony of the whole thing comes down and it has been mentioned
so many times. We pay this little 18 percent out to our shareholders
and you know what they have to do? They have got to pay income tax.

So we have about 15 percent left that you can say that really is
nationalization. I don’t know. I really think as manager of this com-
p}any I am going to get tarred and feathered and I really don’t blame
them.

I would like for one of those bureaucracies up there to write some
sort of grant that would tell mne how to be tarred and feathered because
I think that is the next step. I don’t think I am to blame.

The Federal Government got the 82 percent. I didn’t get it.

Anyway that is my story.

One thing I did want to correct. Some of the mineral owners have
said they are going to withhold their minerals. Well, in the State of
Oklahoma they have got you there because you can’t withhold your
minerals,

They have a law that says if they want to drill your place they will
pool you or have you heard about that ¢ '

If you think you are going to withhold, you are not because they are
going to pool you especially 1f they think it is there,

I hate to mention this but they have got a State law here—not a
Statelaw but a policy that the Oklahoma School Land Commission to
start with for royalty owners they have to pay them three-sixteenths.

You know what the State law is for us other royalty owners? The
minimum—I mean the minimum they have to pay is an eighth.

The school land commission which is a government entity—they
have to pay them three-sixteenths.

I hate to mention the Indians because the Indians are exempt. But
when you sell a royalty to the Indians, you have got to get a permit.

If you are just a poor old royalty owner without all these exemp-
tions out here, you are in trouble before you ever start.

Thank you.

Mr. Boren. I would mention one thing. The Indian lands that are
not in trust are not tribal lands because there are some here today that
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are paying the tax. I would mention that that they restricted that
pretty closely. )
[The full statement of Mr. Lawter is as follows:]

FARMERS' UNION CoO-OPERATIVE RoyArry Co.,
Oklahoma City, Okla., May 23, 1980.
Hon, Davivp BoreN (Democrat of QOklahoma),
Hon. RoBertT DOLE (Republican of Kansas). - ,

Whereas the Farmers' Union Cooperative Royalty Company Stockholders
meeting of May 17, 1980 recognized the unusual burden of taxation placed on in-
dividual Royalty Owners and the assets of the 1200 stockholders do support
and offer whatever individual efforts deemed necessary to pass S 2521 which
exempts Royalty owners from the Windfall Profits Tax.

Farmers' Union Cooperative Royalty Company was formed as a pooling co-
operative over fifty years ago during the Great Depression. At that time it was
felt that individuals could share alike in the total assets of the company. During
the first forty years of our existence there proved to be a very limited monetary
gain for the stockholders. Recently, the dreams of the original stockholders be-
gan to be partially realized.

One of the first set-backs was the determination by the federal government
that we would be required to pay taxes as a corporation when w2 were and al-
ways have been a cooperative. This determination takes 509, of the earnings of
the company. The State of Oklahoma presently taxes the hydrocarbons that are
produced from our minerals at 7(4) %. The tax that will break our spirits
is the Windfall Profits Tax which we conservatively estimate at an average
of 259, of the runs on oil. 'The total taxation stockho.ders from both the State
of Oklahoma and the Federal Government would be angd is 829,. Our stockholders
will receive about 18% of the runs on oil for the company to pay profits, which
incidentally is paid on a profit sharing basis. ThHe irony of the taxation that
makes it almost inhumane is that the stockholders must then pay personal in-
come taxes of an average of 15 to 20%. The stockholders, who by the very nature
of the company are not high income persons, will receive less than 15% of the
market value of the otl sold in the pool.

We submit that although we are technically listed as a corporation, we can
not write off our costs as a large oil corporation, because we are not a producer
as is permitted within the Windfall Profits Act. We are in the same position as
all Royalty Owners who when the facts are known are the victims in the effort
of the U.S. Congress to tax the large oil corporations.

By order of the Stockholders
JoE H. LAWTER, Pregident.

Mr. Boren. We appreciate all of you being here. I think there was
one gentleman who wanted to say a word.

STATEMENT OF MARVIN EASLEY

Mr. EasiEy. There is one way I think that all of you who are royalt
owners can help Senator Boren and the Senator from Kansas—I thin
there is one way that this group can really be of service to both Senator
Boren and Senator Dole and the entire country.

If you will go home and every Monday morning write a letter to the
White House saying, “We want 2521” and don’t you quit writing until
that law has been passed.

Thank you.

Mr. Boren. Thank you very much.

It would be a good idea for people to write to the President because
if we are successful in getting this done of course we will have to talk
him into si%ning the bill.

I think he needs to know that there weren’t a few hundred lar
international oil producers who were taxed by this bill, That there
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were 2 million average American citizens who ended up getting a real
wallop out of this bill.

Let me say this to you as we are getting ready to quit. I wish that
I could stay and visit with many of—the many friends of mine that
I see here, and I would like to see all of you individually.

I am going to have to leave out the back door because I have to go
right to the airport to get the plane to get to Great Bend, Kans,, In
time to begin our afternoon hearing that Senator Dole has already
left to start.

He has been so kind to come here and be with us in the Oklahoma
hearing that I want to be able to be there in Kansas with him this
afternoon.

It means a lot to me that you would turn out and turn out in these
numbers. I think we have had excellent testimony today. Each one
of the witnesses have contributed to making a good record for us in
the hearings that.will be published for the members of the Finance
Committee and the entire Senate. -

As T said before if any of.you would like to submit written testi-
mony, do bring it up to the front or find one of my staff members who
will ge here after the hearing concludes.

We are going to do our very best with this bill. I think you all
realize that a big mistake has been made as I said at the beginning
with this passage of the windfall profit tax.

You know I had a lady stop me the other day, and she said she was
l\;ery concerned about the situation in the Middle East, as we all should

e.

When you think about the fact that 40 percent of all the oil we use
in this country every day, and that is equal to the amount that we
use to move everything that moves in this country. We use 40 percent
of our oil every day for transportation. airplanes, boats, tractors, cars,
trains, buses—everything. About 40 percent of our oil goes to that
purpose. That is how much we get from the Middle East.

When you think about the Soviet Union taking Afghanistan 200
miles away from the narrow straits through which all this oil passes,
you begin to realize what a great threat that is to our national
security. 3

She was very concerned about it. She said to me, “Please, Senator,
do everything that you can to see that our children don’t have to go
over there and risk their lives fighting to have to preserve our oil
supplies.” '

I certainly sympathize with her fear and her desire to keep our
young people out of a war zone.

When we sit back and we know that to increase energy production
here in this country—I don’t care if we are talking about drilling an
oil well, a gas well, opening a coal mine, building a new kind of
powerplémt, developing synthetic fuels, solar energy—whatever it hap-
pens to be, '

We know that you can’t do that for free. You can’t dig a coal mine
for free or drill an oil well or build a solar panel. It all takes money.

If we are going to become energy independent and for the sake of
the peace of the world and our Nation’s security and our young people
coming on, we must become energy independent.
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Think about this. Here we need more investments in all forms of
energy in this country and what have we done with the windfall profit
tax on top of this income tax ¢

It is not only just a matter of your interest—your property being
unfairly taken. Think about it. We have drained off almost $1 trillion
of badly needed funds to be invested through private enterprise to
produce all kinds of energy for this country so that we could become
energy independent.

e have drained that off. As it has been indicated here we are talk-
ing about spending 15 percent of it at most for even anything related
to energy. The rest of it is all going to go into more government, more
bureaucracy—the last thing we need.

So when we get together like this and we talk about it and you let
us know firsthand what it has done to you and what it has done to your
royalty check. We know firsthand that it is hurting a lot of people
who simply can’t afford it.

Congress fired at a target and hit a lot of small, middle, and lower
income people instead.

While we are talking about your interest we are talking about some-
thing here that ought to concern—I don’t care if they live in New
Jersey or New York and do think that royalty means something to
do with the King and Queen—we are talking about what is good for
the entire United States of America. That is what our fight is all about.
We have got to do something about it.

I want to say this. That we are simply going to make this pledge to
you. I can’t promise you that we can pass this bill this year. I don’t
know. We got 36 votes out of 100 on our motion to send the bill back
to committee to exempt royalty owners.

We have got to get 51 votes for it to pass through the U.S. Senate.

I can’t promise you today that we are going to get 51 votes before
this year ends, but what I will promise you is this. That it is going
to be a heck of a fight to get 51 votes. If those votes on the other side
succeed in beating up, they are going to know they have been in one

- big scrap before it is over.

Thank you very much.

[The committee recessed, subject to the call of the Chair.]

[By direction of the chairman the following communications were

made a part of the hearing record :]

STATEMENT OF FRANCES S. HALEY

Our National Security is at stake with this so called “Windfall” Profits Tax.
When the independent oil man, whom we know, drills most of the new wells can
not make a profit, then why should he take such a risk? How many of these
brilliant Senators and Congressmen would be willing to sign a note at the bank
for two million dollars to drill a hole in the ground? Sure, if the well hits, this
means a big income, or did mean—a risk was worth taking if the stakes were
high enough.

With the depletion allowance being knocked out for all practical purposes,
and now this “Windfall” Profits Tax, we are completely at the mercy of our
neighbour for energy—after we use up what we have now. Personally, I have
heard a dozen independent oil men say to me that they are not going to bother
drilling any more. This may be a contrived plan of the Liberal Congressmen to
put us at the mercy of the Communists.
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Before the depletion allowance was wiped out, I had the priviledge of spend-
ing an entire day on the Senate floor, watching a debate on this subject. The
sides were clearly divided as to Liberals versus Conservatives. The Liberals,
down to the last man, were wanting to strangle the oil industry. Recently, I
have begun gathering notices from three different counties in Texas of new real
estate evaluations—County and School—all of the royalty involved has doubled
in evaluation. Meaning, taxes are twice as high as last year! At the same time
the income is getting smaller.

Together this leads to complete disaster and destruction of the free enterprise
system. Take from the haves, and give to the have nots.



SMALL ROYALTY OWNERS EXEMPTION FROM
THE WINDFALL PROFIT TAX

FRIDAY, MAY 23, 1980

U.S. SENATE,
SuBcoMMITTEE ON TAXATION AND DEBT MANAGEMENT
oF THE COMMITTEE ON FINANCE,

Great Bend, Kans.

The subcommittee convened at 2 p.m., in the municipal auditorium,
Great Bend, Kans., the Honorable Robert Dole and the Honorable
David L. Boren presiding.

Present: Senators Do%e and Boren; and their staff respectively,
Rod DeArment, Minority Counsel to the Committee on Finance, and
Denise Bode; and David Jacobson, counsel to the Committee on
Finance.

Senator DoLE. Let me say first of all that Senator Boren is on his
way. We had an overflow crowd at the Oklahoma City hearing and so
many witnesses that I left early to start this hearing on time. Senator
Boren stayed there to wind tKat hearing up. He should be here in
about 30 minutes. I am very pleased, and I'll say in advance before
Senator Boren comes, that he’s going to be here this afternoon. It
indicates a couple of things. First of all, that this hearing is not a
partisan effort. I'm a Republican and he is a Democrat. We are both
toncerned about the unjust and unfair discriminatory windfall profit
tax as it affects the independent producer and royalty owners. And, 1
can say right now with a group like this in attendance it’s going to
strengthen our case with Senator Long and hopefully with the Presi-
dent and others who can help us pass the bill that we’ve introduced
to give each royalty owner a 10-barrel exemption.

his is an official hearing of the Senate Finance Committee. I'm
the ranking Republican on that committee. Senator Boren is a new
member of the committee. He’s been on the committee about a year,
having just come to the Senate.

At the outset, I would like to relate a story that I.also mentioned in
Oklahoma. During a recent survey one of the fellows taking a poll
door to door came to a particular man’s home. A fter the pollster asked
the man three or four questions, he was asked, “What is America’s
greatest problem—ignorance or apathy ¢ The man thought about it for
awhile and then said “I don’t know and I don’t care.” Now, that may
be the reason we get taxes like the windfall profit tax, too many people
don’t know and a lot of people don’t care, but that’s obviously not the
case with this group. There are a lot of people here who both know and
care about this tax.

(131) -
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I want to get right on with the hearing, but first of all, I would ask
that a statement 1 prepared be made a part of the record. I will briefly
summarize that statement before I call on the first witness.

I think this hearing represents & momentous first step in trying to
right a grievous wrong that was done by enacting President Carter’s
so-called windfall profit tax. I want to thank Senator Boren for his
participation and I will introduce him later when he arrives.

I believe the windfall profit tax as finally enacted by the Congress
was a cruel hoax on the American people. It is not a tax on profits at
all, but an extremely complicated excise tax imposed at the wellhead
on crude oil produced in the United States. It is not energy legislation,
rather it is the largest single revenue bill ever enacted by Congress.
It is clear that the principal beneficiary of any windfall is the Federal
Government which will receive $227 billion—that’s billion dollars—
over the next 11 years from the windfall profit tax and another $400
billion for the so-called industry and royalty owners in increased in-
come taxes. That makes nearly $600 to $¥00 illion from one segment
of our economy over a period of 11 years.

It’s going to reduce, rather than increase, domestic oil production.
It will greatly lessen the economic incentive to undertake risky ex-
ploration. I think there are many people who felt that we were going
to pass this tax to punish big oil companies. A lot of people were for it
for that reason. But as it turned out, the big oil companies, which
produce the oil, refine the product, and sell the gasoline at the pump,
can pass the tax on. The independent producers and royalty owners
cannot pass the tax on. They pay the full amount.

Finally let me say this. As many of you found out in letters that you
received from your purchasing companies, royalty owners pay the
same tax rate, whether it’s 70 percent or 60 percent or 30 percent, as
the major oil companies are paying. The justification for that, and I
was on a conference that took several months, by those who advocated
a tax on royalty owners was as follows: “Royalty owners do not do
anything but go to the bank. They do not put up any money or risk
anything, thus they ought to pay a heavy tax.” Now, that was the jus-
tification, but let me point out just a few examples of how this tax is
working. There may be better examples right in this room. These are
just examples of some of the letters we have received. I heard from an
80-year-old couple from El Dorado who have not had to pay income
taxes in years and they depend on their royalty income to supplement
social security. Nevertheless, this couple was dismayed to find their
royalty check cut by one-third by this tax. I received similar accounts
from a divorced mother of two children from Wichita, a disabled vet-
eran from Hutchinson, a civil service retiree from McPherson, and
countless small farmers who are also victimized by high interest rates
and low farm prices. :

We now have 24 cosponsors on our legislation, 9 Democrats and 15
Republicans. Some of those in each party are those who voted for the
windfall profit tax. That indicates to me that while some may have
voted for the overall bill, they are sympathetic to the proposal we are
working on to provide a 10-barrel exemption for small, royalty
owners.

So, I would ask my entire statement be made a part of the record
and I will now call on the first witness, B. E. “Bernie” Nordling, from
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Southwest Kansas Royalty Owners Association. Your entire statement

will be made a part of the record. We have, I think, adequate time.
You may proceed in any way zrou wish,

[The prepared statement of Senator Dole follows 1]

THE FULL TEXT OF SENATOR DOLE'S REMARKS

This hearing represents & momentous first step toward righting a grievous
wrong that was done by enacting President Carter's so-called g“Wingdl'allg Profit”
Tax. I want to thank Senator Boren for his hospitality and cooperation in making
:ggaarrangements for these hearings and to all of you who have shown up here

y.

The “Windfall Profit” Tax has turned out to be a cruel hoax on the American
people. It is not a tax on profits at all, but an extremely complicated exclse tax
imposed at the wellhead on crude oil produced in the United States. It is not
energy legislation. Rather it is the largest single revenue bill ever enacted by
Congress. It is clear that the principal beneficiary of any “windfall” is the Fed-
eral Government which will receive $227 billion in new revenues from this tax
over the next 11 years.

1t is also clear that the Windfall Profit Tax will reduce, rather than increase,
future domestic oil production. It will greatly lessen the economic incentives
to risky exploration, and more importantly, will greatly reduce the capital avail-
able to those who would look for new oil. Already I have received reports of
wells being plugged and future drilling plans being scrapped. I hope that some
of those who speak today will focus on, and perhaps quantify, the effect that this
tax is having on oil production in this region. Ironically, this tax applies only
to oll produced in the United States, so it merely encourages the big oil com-
panies to explore overseas, rather than here at home,

Although the Windfall legislation was sold as a means of punishing big oil
companies, it will principally penalize millions of small royalty owners, small
producers and ultimately all American consumers. The big oil companies, with
their integrated refining and retailing operations, have the market power to
pass on the full cost of this tax to all consumers of petroleum products. This tax
has not repealed the laws of economics. Thus, I believe it foolish to expect that
the big oll companies will not treat this tax as a normal cost of business ang shift
the lion’s share of the $227 billion tab for the tax to consumers.

In this Senator's view, the gross inequity of the “Windfall Profit” Tax is
nowhere more apparent than in its treatment of royalty owners. Royalty owners
are subjected to the samec rates of tax as Exxon and the other giant international
oil companies: 70 percent on upper and lower tier oil, 60 percent on stripper oil
and 30 percent on newly discovered, incremental tertiary and heavy oil. As many
in this auditorium are painfully aware, this tax has dramatically slashed royalty
owners' checks. On stripper oil, for example, the tax has reduced royalty checks
by about 38 percent.

This tax has caused a great hardship among the approximate 2 million small
royalty owners throughout this Nation. I have received hundreds of letters and
telephone calls from royalty owners who are suffering as a result of this tax.
For example, I have heard from an 80 year old couple from El Dorado, Kansas
who have not had to pay income taxes in years and who depend on their prop-
erty income to supplement their Social Security. Nevertheless, this couple was
dismayed to find their royalty check cut by one-third by this tax. I have also
received similar accounts from a divorced mother of two children from Wichita,
a disabled gentleman from Hutchinson, a civil service retiree from McPherson,
and from countless small farmers who are also victimized by high interest rates
and low farm prices.

Both Senator Boren and I warned our colleagues that passage of the Wind-
fall Bill would produce this kind of hardship on individuals. We tried in vain to
have the final version of the bill referred back to the Senate Finance Committee
to consider its impact on royalty owners, on independent producers and on future
domestic oll production. Nevertheless, Congress was too intent on delivering this
new tax to an eager President Carter to stop to hold hearings on the plight of
the royalty owner.

On that black day—April 2, 1980—when President Carter signed the "“Wind-
fall Profit” Tax into law, Senator Boren and I struck back by introducing S: 25621,
a bill to exempt small royalty owners from the new tax on their first 10 barrels
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per day of royalty interest. This 10-barrel-a-day exemption, which applies to
both overriding and landowner royalties, should exempt the vast majority of
small royalty owners in the U.S.

S. 2521 does not deal directly with the problems of independent producers.
Nevertheless, we are also here today to listen to producers to determine how this
legislation is affecting them and how the tax might be improved short of total

repeal. .

While I am optimistic that we will eventually prevail in our effort to secure
equitable treatment for royalty owners and to address other defects in the tax,
I do not want to raise false hopes. This fight will not be easy. Nor is it likely to be
quick. Already, the Federal Government is hooked on the revenue from the
Windfall Tax. However, at least in this Senator's view, we must find some better
way of balancing the Federal Budget than squeezing the last measure of tax
from retirees, struggling farmers and other small royalty owners.

STATEMENT OF MR. BERNARD E. NORDLING, SOUTHWEST
KANSAS ROYALTY OWNERS ASSOCIATION

Mr. NororiNg. Thank you very much, Senator Dole. Senator Dole,
honorable members of the Subcommittee on Taxation and Debt Man-
agement of the Senate Committee on Finance, U.S. Senate, ladies and
gentlemen, my name is Bernard E. Nordling of Hugoton, Kans. I am
executive secretary of the Southwest Kansas Royalty Owners Associa-
tion. I am appearing on behalf of our association to report on the im-

act of the windfall profit tax on royalty owners and to support Senate

ill 2521, providing for more equitable treatment of royalty owners
under the windfall profit tax bill,

Our association is a nonprofit ansas corporation, organized in 1948.
We have a paid up membership of over 2,000 members. Our member-
ship is limited to landowners owning mineral interests in the Kansas
portion of the Hugoton Field—lessors under oil and gas leases as dis-
tinguished from oil and gas lessees, producers, operators, or working
interest owners. While membership in our organization is voluntary,
our members own mineral interests in approximately 1,200,000 acres,
not quite half of the producing acreage in the Hugoton Field.

For several months, our association has expressed opposition to the
windfall profit tax. On January 16, 1980, our board of directors
adopted a resolution setting forth the reasons for opposition of the
tax. A copy of the resolution is attached to my statement.

The resolution was mailed to all Members of Congress and to the
President of the United States. We requested comments and help in
opposing the bill or exempting royalty owners. Disappointingly, less
than 10 percent of the Congressmen responded as did the White House.
Little encouragement was given on exempting royalty owners from the
oil tax. Even more disturbing was the failure on the part of some
Con%ressmen to recognize the difference between a producer and a
royalty owner,

The most encouraging note is the strong stand Kansas Senator Bob
Dole has taken to exempt royalty owners from the windfall profit tax.
Recognizing that royalty owners were unjustly treated under the tax,
he attempted to remedy this inequity but without success.

In further recognition of the plight of the royalty owners, on the
day President Carter signed the wind fall profit tax bill into law, Sena-
tor Dole, with Oklahoma Senator Davicf L. Boren, Kansas Senator
Nancy Kassebaum, and seven other colleagues, introduced a new bill,
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Senate bill 2521, to entirely exempt small royalty owners from the
windfall profit tax up to 10 barrels per day of royalty interest. I will
speak to the merits of this bill later in my statement.

According to the Kansas Geological Survey, there were 56,921,000
barrels of oil produced in Kansas 1n 1979 from approximately 43,500
oil wells, Of these wells, 41,000 to 41,500 wells are in the “stripper” well
category, producing less than 10 barrels of oil per day. Last year,
Kansas ranked seventh nationwide in oil production.

In the past few days, we have conducted a survey to determine the
approximate number of oil royalty owners in Kansas. The survey was
conducted by contacting primary first purchasers of domestic oil pro-
duction. A suflicient number of first purchasers were contacted to ob-
tain a fairly accurate projection of the number of royalty owners
rece’i\"in§3 royalties from oil production in Kansas. Our projected total
is 215,543 royalty owners.

Senator DoLe. That is much higher than the figure we have,

Mr. NorbLING. Yes; now, this is a fairly accurate projection. We've
contacted at least 80 percent of the first purchasers and projected
from there.

Of these 215,000 royalty owners, approximately 66 percent, or
slightly over 142,000, are Kansas residents while the remaining 73,000
roialty owners live in other States throughout the country.

might make one further comment that’s not in my statement.
There’s no duplication of these royalty owners. These are individual
" royalty owners without duplication, in other words, there might be
royalty owners who own royalty interests in several wells but all
duplications have been eliminated so the count is fairly accurate that
there are over 215,000 royalty owners who are receiving royalties on
Kédnsas production.

The o1l tax is inequitable and unfair to royalty owners for the reason
they must pay the tax on the same basis as major oil companies. Under
the windfall profit tax, royalty owners are paying on the same basis,
70 percent tax rate on the upper tier. You have covered that in your
earlier statement, so I’ll skip that portion of my statement because
it’s a duplication. There is no justification for this arbitrary treat-
ment of royalty owners compared to independent producers who pay
5Q percent on the upper tier, 30 percent or half the rate on the second
tier.

The oil tax paid by royalty owners is confiscatory in nature. Qil is
a wasting nonreplaceable natural resource. As each oilfield is ex-
hausted, the landowner royalty owner will have a valueless capital
asset in a specific location, whereas the oil producers can move to new
locations for exploration and development of new oil and gas fields.

While the theory behind the tax is to use revenues raised for income
tax reductions, low income tax assistance and energy and transporta-
tion programs, the obvious end result of the tax will be that the con-
sumer will pay the tax as a “pass on” by the producers.” Royalty
owners, as you pointed out, cannot pass on that tax.

Many of the 142,000 Kansas oil royalty owners are elderly persons
receiving social security benefits. According to information furnished
?g the social security offices, there are a total of 372,317 persons in

ansas _receiving social security benefits as of this date. I have a
breakdown of the classification but I will not repeat it to save time.
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It is fair to assume that many of these persons depend on oil royalty
income to supplement their social security benefits. It has been a
shock to many retired royalty owners to have their royaity income
reduced by as much as 35 percent from the windfall profit tax. For
example, & widow in Stevens County received her royalty check last-
month. The gross royalty of $139 was reduced by $48 in windfall
profit tax, or by 85 percent. Another social security recipient received
gross monthly royalty of $118.23, with a reduction of windfall profit
tax of $40.47, or a 34.2 percent reduction of her monthly income.

It seems rather strange for the Federal Government to take this
money fwmirl from such individuals and then, under the revenue pro-
visions of the windfall profit tax law, give a portion of the tax reve-
nue back to them in the form of income tax reductions and low-income
assistance.

It is my understanding that aside from our association, few royalt
owners throughout the United States let their cpposition to the wind-
fall profit tax be known to Members of Congress prior to its passage.
This is understandable, All advance publicity about the so-called
windfall profit tax bill led one to believe that the Federal Govern-
ment wanted to prevent large oil companies from making huge profits
when oil was decontrolled, and that under the proposed legislation,
the major oil companies were paying the bulk of the tax. The tax
came as a shock to many small royalty owners when they received
their April royalty checks, with their monthly income being greatly
reduced by the tax. -

Our organization urges the passage of Senate bill 2521 to exempt
royalty owners from the windfall profit tax up to 10 barrels per day
of royalty interest, or to exempt royalty owners completely from the
tax.

We project with the 10-barrel-per-day exemption of royalty owners,
that would eliminate say 95 percent of the royalty owners, although
we have no accurate figure on that.

In addition to the reasons given above, millions of dollars in admin-
istrative costs each year would be saved by such an exemption, both
in costs to the Federal Government, to the producers, and to the first
purchasers of the oil subject to the windfall profit tax.

: tTIlank you for the opportunity to be here on this important legis-
ation.

Senator DoLe. Do you have extra copies of your statement, Bernie?

Mr. NorprLine. I furnished 100 copies.

Senator DoLe. I know the press would like to have copies of your
statement. I guess they are available now.

Mr. Nororing. We can make more copies available, if you want to
hand some out.

. Senator DoLe. It's an excellent statement. I think there may be some
in the audience who would like copies. I would like to ask several ques-
tions of the audience so the press would understand without any doubt
who most of the people are who have royalty income. How many in
this audience are landowners or have an interest in farming? Just
stand up. Let the record show that nearly everyone—but at least 30
percent stood up. You can sit down. How many in this audience are
retired? Let the record show that at least one-half of the audience
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stood up. You can sit down. How many in the audience reEresent big
oil? No one stood. Well, there's some standing in the back, but they
couldn’t find a chair. ’

Senator Boren asked these same questions this morning of the Okla-
homa audience. About the same percentage, I would say 60, 70, 80
percent of the people impacted by this unjust, discriminatory, unfair
tax are farmers, landowners, and retired people. There are also
others—small businessmen or women—who may have bought some
royalty as an investment. I think it is an indication, as Bernie
Nordling said, that there may be more than 142,000 royalty owners in
Kansas plus 73,000 more who live outside the State who are getting
rovalty checks from production in Kansas.

Mr. Nororing. That’s correct, and it’s a fairly accurate projection,
the best one we could possibly make, and it’s fairly accurate.

Senator DovE. One of the witnesses suggested this morning that if
you know royalty owners who live out of the State, perhaps in a non-

roducing State, they might contact their Congressmen or Senators to
et them know in New York and Massachusetts and other States that

ou do not have to live in an oil-producing State to have royalty
income. Royalty owners are paying the same tax in New York that
you’re paying here.

We were estimating this morning that in the first year this tax will
take at least $400 million out of Kansas and in Oklahoma that much
more,

Excuse me, I thought that was Rod seated next to me. I want to
introduce my fgood friend and, as I said before he came, one of the
real friends of royalty owners and landowners, one who has worked
very closely with me in a truly bipartisan effort to do something about
what we consider to be an unfair tax. I'd like to have all of you give
Senator David Boren a good Kansas welcome. Senator Boren, do
you have an opening statement you want to make?

Senator Boren. Thank you very much, Senator Dole. I'm real glad
to be with you this afternoon. I'm sorry I’m a little delayed but the
reason I was, at our hearing this morning that Senator Dole partici-
pated in in Oklahoma City, we had the same kind of turnout as we
have here. I think we signed in 1,700 people this morning.

I heard him polling the audience when I came in. We had the same
results there. Most of the people who have been impacted as royalty
owners are people in the middle income, lower income, farmers and
ranchers, people who are retired and have counted on that royalty
incoms to get along through some pretty hard times. So, the Congress,
as usual, has fired a gun and hit the wrong target, and I think that’s
been amply demonstrated.

These hearings are very helpful for us because they will help prepare
a :g,cord for the committee that will improve our chances of taking
action.

I want to say that I’m really pleased to have joined with Senator
Dole in sponsoring this bill which will exempt the first 10 barrels a
day of royalty production. It will take care of a very large portion
of royalty owners.

We had one company do a study and you may have mentioned this,
that out of 31,000 royalty owners involved with their particular com-

68-742 0 - 80 - 10
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pang, only 21 of 31,000 had more than 50 barrels a day of royalty
f)ro uction and the vast majority, over 90 percent, had 10 barrels or
ess of royalty production. 1 stress royalty production because you
might have a well that might be making 100, 200 barrels a day, but
the royalty shared, the fractional interest to tile’royalty owner would
not ex 10 barrels, so in this bill we’re talking about royalty owner’s
share and I hope we can do something to remedy the injustice which
has been perpetrated.

I might mention that your Senator made the motion the last day that
the windfall }n:of.it tax was being voted on, he made the last ditch
effort, which joined him in, to send that bill back to committee for
the purpose of taking the royalty owners out from under this tax, and
he made a very very strong effort on the Senate floor to do it. The
railroad was already going down the track, unfortunately at that
point, or the steam roller, and we were onl{ able to get 36 votes but
already among the 24 who cosponsored this bill are several who voted
against us on that occasion who are already changing their position.
So, this gives us encouragement and I woul say that this is something
I hope we can carry out.

This is a bipartisan effort. Your Senator and I are from different
political parties but we have certainly joined together in this effort
and are determined to see it through.

He doesn’t know that I'm going to say this but I said this in Okla-
homa today and I hope he'll forgive me if I say it here, but as you
know at one particular point in time there were several members of
the Senate who were involved in Presidential campaigns, one of them
is here with us today. And, during this same time we were considering
the windfall profit tax and at times there were real reasons if you were
a Presidential candidate that you needed to be someplace else other
than the U.S. Senate. The day the primaries were held and the days
before and I don’t know how many times I and others went to Bob
Dole and said look, this is a crucial vote, we need you here, you’re the
only person that can swing a certain number of votes on the Senate
floor and the Finance Committee on this particular issue. I can tell
you that for 5 months he sacrificed his personal ambitions to be there
in the Senate, in the Senate committee. When the others involved were
out someplace else, he was there and in the Senate committee doing
the work that you sent him up there to do, and I can tell you my respect
for him went up tremendously. As a Democrat, I said to my citizens
in Oklahoma this morning that I hoped they’d all write their Kansas
relatives and let them know about it and it’s a privilege to work with
you on this bill.

Senator DoLE. I appreciate those kind comments very much. Senator
Boren made the same comments in Oklahoma. I said that T hadn’
written it for him but I did urge him to say it. But, I think it indicates
that friendship and what is right is more important than party labels.
That is why Senator Boren has agreed to come here this a fternoon, and
I hope he will have time to read your statement, Mr. Nordlm%

I would like to point out that we relied on Bernard Nordling a lot
during the course of the consideration of the windfall tax hecause, as
he indicated, there is no national royalty organization. There is not
even a Kansas Royalty Owners Association, which covers all the State,
and there was not one in Oklahoma. Thus, we relied on certain indi-
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viduals we knew had that expertise. I want to thank Bernard Nordling
for his assistance.

As Senator Boren said, we did fall short of votes needed to send
the bill back to committee. However, there are some Senators now who,
if we can properly persuade them and make them understand who is
really hit with this tax, will help us on this exemption.

Now, Jack, do you have a separate statement ¢

Mr. Nororing. He has a statement relative to elderly people.

[The prepared statement of Mr. N. ordling follows:]

For those people who are not on the witness list, who may have
lettex:s, written statements, or some document that indicates how the tax
applies to you, we would be very happy to receive them. They will be
made a part of the official record. They will be made available to
other Senators on the Finance Committee. If you have a statement

with you today, if you’ll just take it to this table it will be made a part
of the record.

STATEMENT OF BERNARD E. NORDLING, EXECUTIVE SECRETARY, SOUTHWEST KANBAS
ROYALTY OWNERS ASSOCIATION ~

To the Honorable Members of the Subcommittee on Taxation and Debt Man-
agement of the Senate Committee on Finance, United States Senate.

INTRODUCTION

Gentlemen: My name Is Bernard E. Nordling of Hugoton. I am Executive
Secretary of the Southwest Kansas Royalty Owners Assoclation. I am appearing
on behalf of our Assoclation to report on the impact of the windfall profit tax
on royalty owners and to support 8. 2521, providing for more equitable treatment
of royalty owners under the WPT bill.

BACKGROUND INFORMATION

Our Assoclation is a non-profit Kansas corporation, organized in 1948. We have
a paid-up membership of over 2,000 members. Our membership is limited to land-
owners owning mineral interests in the Kansas portion of the Hugoton Field—
lessors under oil and gas leases as distinguished from oll and gas lessees, pro-
ducers, operators, or working interest owners. While membership in our orga-
nization is voluntary, our members own mineral interests in approximately 1,200,-
000 acres, not quite half of the producing acreage in the Hugoton Field.

SWKROA HAS VOICED OPPOSITION TO WINDFALL PROFIT TAX

For several months, our Assoclation has expressed opposition to H.R. 3919. On
_January 16, 1980, the SWKROA Board of Directors adopted a resolution setting

forth the reasons for opposing the tax. A copy of the resolution is attached,
marked Exhibit “A,” and made a part of this statement by reference, .

The resolution was mailed to all members of Congress and to the President of
the United States, We requested comments and help in opposing the bill or
exempting royalty owners. Disappointingly, less than 10 percent of the Congress-
men responded as did the White House., Little encouragement was given on
exempting royalty owners from the oil tax. Even more disturbing was the failure
on the part of some Congressmen to recognize the difference between a producer
angd a royalty owner.

The most encouraging note is the strong stand Kansas Senator Bob Dole has
taken to exempt royalty owners from the windfall profit tax. Recognizing that
royalty owners were unjustly treated under the tax, he attempted to remedy
this inequity but without success.

In further recognition of the plight of the royalty owners, on the day President
Carter signed the windfall profit tax bill into law, Senator Dole, with Oklahoma
Senator David L. Boren, Kansas Senator Nancy Kassebaum, and seven other col-
leagues Introduced a new bill, S. 2521, to entirely exempt small royalty owners
from the windfall profit tax up to 10 barrels per day of royalty interest. I will
speak to the merits of this bill later in my statement.
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OIL PRODUCTION IN KANSAS IN 1979

According to the Kansas Geological Survey, there were 56,921,000 barrels of ofl
produced in Kansas in 1979 from approximately 43,5600 oil wells. Of these wells,
41,000 to 41,500 wells are in the “stripper” well category, producing less than 10
barrels of oil per day. Last year, Kansas ranked seventh nationwide in oil
production.

NUMBER OF OIL ROYALTY OWNERS IN KANSAS

In the past few days, we have conducted a survey to determine the approxi-
mate number of oil royalty owners in Kansas, The survey was conducted by con-
tacting primary first purchasers of domestic oil production. A sufficient number
of first purchasers were contacted to.obtain a fairly accurate projection of the
nuniber of royalty owners receiving royalties from oil production in Kansas., Our
projected total is 215,543 royalty owners.

Of these 215,543 royalty owners, approximately 66 percent, or slightly over
142,000, are Kansas residents while the remaining 73,000 royalty owners live in
other states throughout the country.

THE TAX I8 INEQUITABLE AND UNFAIR TO ROYALTY OWNERS

The oil tax is inequitable and unfair to royalty owners for the reason they must
pay the tax on the same basis as major oil companies. Under the WPT law,
royalty owners are paying at a 70 percent tax rate on upper and lower tier oil.
They pay at a tax rate of 60 percent for stripper oil and 30 percent for newly dis-
covered oil, incremental tertiary oil, and heavy oil. These are at the same rates
paid by the major oil companies, being some of the largest corporations in the
world. On the other hand, independent producers are taxed at a reduced rate
of 50 percent on the first 1,000 barrels per day on production of lower tier and
upper tier oil and at a reduced rate of 30 percent on stripper well oil and Na-
tional Petroleum Reserve oil. There i8 no justification for this arbitrary and
‘unfair treatment of royalty owners.

The oil tax paid by royalty owners is confiscatory in nature. Oil is a wasting
nonreplaceable natural resource. As each oil fleld is exhausted, the landowner-
royalty owner will have a valueless capital asset in a specific location, whereas
the oil producers can move to new locations for exploration and development of
new oil and gas fields.

CONSUMERS WILL ULTIMATELY PAY THE TAX

While the theory behind the tax is to use revenues raised for income tax
reductions, low income tax assistance and energy and transportation programs,
the obvious end result of the tax will be that the consumer will pay the tax as a
“pass-on” by the producers. In other words, the tax will logically be passed on
by the major oil companies and independent producers to the consumers, thus
causing double taxation for the royalty owners, who are consumers but who
have no available means to pass on their portion of the tax.

THE WINDFALL PROFIT TAX RESULTS IN REDUCED INCOME TO ROYALTY OWNERS

Many of the 142,000 Kansas oil royalty owners are elderly persons receiving
social security benefits, According to fnformation furnished by the Social Secu-
rity offices,-there are a total of 872,317 persons in Kansas receiving social security
beneflts as of this date. The classification of such persons is as follows:

Number of

Age group: persons
Under 65 years of 48€ - cee oo e ———— ——mmmm——————— 96, 923
Between ages of 65 to 71, inclusive. o oo . 112, 988
Persons 72 yearsof age and over. o e coccccccc e -——- 162, 400
Total persons in Kansas receiving social security benefits_.____-- 372, 317

It is fair to assume that many of these persons depend on oil royalty income
to supplement their social security benefits. It has been a shock to many re-
tired royalty owners to have their royalty income reduced by as much as 85 per-
cent from the windfall profit tax. For example, a widow in Stevens County
received her royalty check last month. The gross royalty of $139.00 was reduced
by $48.40 in windfall profit tax, or by 35 percent! Another social security re-
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cipient received gross monthly royalty of $118.28, with a reduction of windfall
profit tax of $40.47, or a 34.2 percent reduction of her monthly iticome,

It seems rather strange for the federal government to take this money away
from such individuals and then, under the revenue provisions of the WPT law,
give a portion of the tax revenue back to them in the form of income tax re-
ductions and low income assistance!

MISLEADING INFORMATION ABOUT THE WINDFALL PROFIT TAX

It is my understanding that aside from the SWKROA, few royalty owners
throughout the United States let their opposition to the WPT be known to mem-
bers of Congress prior to its passage. This is understandable. All advance publi-
city about the so-called “windfall profit tax" bill led one to believe that the
federal government wanted to prevent large oil companies from making huge
profits when oil was decontrolled, and that under the proposed legislation, the
major oil companies were paying the bulk of the tax. The tax came as a shock
to many small royalty owners when they received their April royalty checks,
with their nionthly income being greatly reduced by the tax.

Another factor to consider is that the hundreds of thousands of royalty owners
throughout the United States have no national organization to keep them in-
formed of pending legislation or to protect their rights as do other groups.
Thought has been given to organize such a group, but it seems an almost insur-
mountable task. Because of the lack of proper information, it is often too late
for royalty owners to express their opinions to their Congressional representa-
tives on legislation affecting their correlative rights.

THE BWEKROA URGES THE PASSAGE OF 8. 2821

Our organization urges the passage of 8. 2521 to exempt royalty owners from
the windfall profit tax up to 10 barrels per day of royalty interest, or to exempt
royalty owners completely from the tax.

In additien to the reasons given above, millions of dollars in administrative
costs each year would be saved by such an exemption, both in costs to the federal
glfl)ve‘gm}lgnt, to the producers, and to the first purchasers of the oil subject to
the WPT.

Thank you for the opportunity to be heard on this important legislation.

Attachment.

SouTHWEST KANSAS ROYALTY OWNERS ASSOCIATION

RESQLUTION

Whereas, the Southwest Kansas Royalty Owners Association is a non-profit
Kansas corporation, organized in 1948. Its membership is limited to landowners
owning mineral interests in the Kansas portion of the Hugoton Gas Field, i.e.,
landowner-lessors under oil and gas leases as distinguished from oil and gas
lessee-producers, operators and working interest owners. The Association has
a wmembership of over 2,000 landowners, and its primary objective is to protect
the rights of landowners in the Southwest Kansas area; and

Whereas, the Hugoton Field comprises a substantial portion of nine Southwest
Kansas counties, extends through the Panhandle of Oklahoma into Texas, and
adjoins the large East and West Panhandle flelds of Texas. The Hugoton, East
and West Panhandle flelds of Kansas, Oklahoma and Texas cover approximately
33,000 square miles and over 21 million acres. Underlying the area are about
15 percent of the known natural gas reserves of the United States producing from
shallow formations and 99 percent of the nation’s helium reserves. Lying within
the confines of these fields are millions of acres of partially developed oil and
gas producing formations at deeper depths; and

Whereas, there are more than 30,000 landowners living throughout the United
States owning mineral interests in these fields, who have millions of dollars in-
vested in these valuable natural resources. There are hundreds of thousands of
additional small landowners owning lands in other areas of the United States
covered by producing oil and gas leases; and

Whereas, there is legislation pending before Congress to impose a ‘‘windfall
profits tax’ on domestic crude oil (H.R. 3919) ; and

Whereas, in the struggle between those opposed and those favoring the “wind-
fall profits tax”, the landowner seems to have been overlooked and forgotten.
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The imposition of such a tax will materially hurt the landowner more than the
lessee-producer for the reason that as each oil or gas field is exhausted, the land-
owner will have a valueless capital asset in a specific location, whereas the
lessee-producer can move to new locations for development and production of oil
or gas; and

Whereas, the proposed legislation is aimed at only domestiec oil production and
does not affect other minerals such as coal, sand, gravel, magnesium, aluminum,
sulfur and uranium, and such legislation is grossly unfair, arbitrary and dis-
criminatory ; and

Whereas, thousands of small mineral and royalty owners, including widows
and retired persons, depending on small monthly royalty checks to supplement
their social security benefits and other retirement income, will be deprived of
income In reduced royalties as a direct result of the tax ; and

Whereas, the nation is already faced with an energy crisis. When more do-
mestic oil production is needed and should be encouraged, the obvious impact
of the “windfall profits tax" will be to significantly reduce domestic exploration
and development; and

Whereas, any tax or restrictions imposed on an industry which will obviously
reduce the development of the domestic energy sources is tragic and detrimental
to the best interests of all of the citizens of this country.

Now, therefore, be it resolved by the board of directors of the Southwest Kansas
Royalty Owners Association, on behalf of its members and on behalf of hundreds
of thousands of small mineral and royalty owners throughout the United States,
that it hereby opposes any Congressional action to impose a ‘“windfal] profits
tax" on oil for the reasons stated above,

Be it further resolved that in the event H.R. 8919 is passed by Cocngress, all
mineral and royalty owners be exempted from the provisions of such Act.

Be it further resolved, that the Secretary of this Association is hereby di-
rected forthwith to transmit a copy of this Resolution to the President of the
United States, to the Senate Conference Committee meimnbers, to the House Con-
ference Committee members, and 1o all other members of Congress.

Adopted this 16th day of January, 1980, by the Board of Directors of the
Southwest Kansas Royalty Owners Association. ‘

ROBERT LARRABEE, President.

STATEMENT OF L. F. STANLEY, MEMBER OF SOUTHWEST KANSAS
ROYALTY OWNERS ASSOCIATION

Mr. Stancey. To Hon. Robert Dole, Hon. David L. Boren, members
of the Subcommittee on Taxation and Debt Management of the Senate
Committee on Finance, U.S. Senate, and all you other people who are
here today to participate and hear this meeting, my name is L. F.
Stanley of Satanta, Kans. I am a member of the Southwest Kansas
Royalty Owners Association and have been actively working with
people who own mineral interests in Kansas and other States. From
my experiences, I am deeply concerned about the effect the windfall
})roﬁt tax is having on-the elderly. I might add that 30 years a realtor
ets me see who actually owns the minerals and where they’re scattered.

In a recent survey of companies who purchase Kansas produced
crude oil and remit royalties to royalty owners, it was estimated that
about 130,000 royalty owners receive less than $600 a year in royalty
anments. Now, I want to emphasize this because I think that we’ve

een operating under an assumption that here is a group of people
who can stand the tax and who can well pay it. The facts te}l)l you
otherwise,

When you consider that nearly all of the original royalty interests
have gone through two or three estate settlements, and in each estate
the rovalty interests are divided among the heirs, very few persons
own all the royalty from a single oil well. Now, the figure that Mr.
Nordling gave you, 215,543 royalty owners in Kansas is a sizable
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figure, but more important, every State in the Union has people living
in it that receive royalty from oil-producing States. . .

I submit that for the person who receives $600 a year in total in-
come, it really doesn’t make any difference whether they live in Great
Bend, Kans.; Brooklyn, N.Y.; Anchorage, Alaska; or Atlanta, Ga.;
the effect is the same. .

The average oil well in Kansas produces only 3.8 barrels of oil per
day, and it 18 calculated that if an individual owned all the royalty
interest in an average well, his or her oil royalty would approximate
$15 per day. The windfall Eroﬁt tax is computed at an average of
about $4.50 per day. Thus, the royalty owner would net $10.50 a dagr
before the Kansas ad valorem taxes on oil production are assessed.

Now, we talk about people who have made a sacrifice to do some-
ching for themselves and this reminds me of the social security cate-
gory. People in Kansas have an average of $271 per month from social
security, so if you take a person that is on social security, add this
figure of income for oil, you're saying that the total income Lefpre the
- windfall profit tax thut is going less than $600 a month to live on.

This, to me,isan astounding figure. )

Now, I'm also concerned about another aspect of who is a royalt
owner. First of all, there’s probably more royalty owners taking all
the divisional interest than there is surface owners given production
areas so that the filter down of the dollar income is wide in producing
areas. I think this means somethin% to everybody that is in the areas,
so far as basic livelihood is concerned.

I also would like to say something about the dignity of the person.
I know we’re all concerned about the moral fiber of the country and it
seems to me like when a person has worked to accumulate something,
then all of a sudden finds that they have to sell off the surface of their
land to live on, then they have the royalty income left to live on, then

" they have an oil tax that takes 85 percent, that the dignity of man is
stressed and perhaps snapped. I submit this is a serious thing.

T've enjolged making this statement today. Thank you.

Senator DoLe. One of the witnesses this morning made the point that
on his quarter of land he now doesn’t own a 160 acres of royalty, he
owns 104. The Government took the other 56 acres without even notifi-
cation. That’s the way he divided it up, that’s the same 35 percent you
discussed.

I don’t have any questions. We thank you for your excellent state-
ment and appreciate your efforts in the past.

Mr. SranLEY. Thank you for the opportunity.

[The prepared statement of Mr. Stanley fo]ﬁ)ws :]

SUMMARY OF STATEMENT MADE BY I.. F. STANLEY

Of the 215,543 persons receiving olkroyalty from the 43,500 oil wells in Kansas,
about 130,000 of these persons receive less than $600 in royalties. Since many of
the owners of mineral interests are living on their social security benefits and
their royalty payments, the windfall profit tax is creating a new class of welfare
recipients. The royalty owner should be exempt from the windfall profit tax.

STATEMENT OF L. F. STANLEY, MEMBER OF THE SOUTHWEST KANSAS ROYALTY
- OWNERS ABSOCIATION, SATANTA, KANS.

To Honorable Robert Dole and Honorable David L. Boren, Members of the
Subcommitee on Taxation and Debt Management of the Senate Committee on
Finance, United States Senate. :
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INTRODUCTION

Gentlemen: My name is L. F. Stanley of Satanta, Kansas. I am a member of
the Southwest Kansas Royalty Owners Association and have been actively work-
ing with people who own mineral interests in Kansas and other states. From
my experiences, I am deeply concerned about the effect the windfall profit tax is
having on the elderly.

In a recent survey of companies who purchase Kansas produced crude ol and
remit royalties to royalty owners, it was estimated that about 130,000 royalty
owners receive less than $600 a year in royalty payments.

There is a misconception that the average royalty owner is rolling in wealth.
When you consider that nearly all of the original royalty interests have gone
through two or three estate settlements, and in each estate the royalty interests
are divided among the helrs, very few persons own all the royalty from a
single oil well. This is confirmed since there are at least 215,543 royalty owners
receiving royalties from about 43,500 oil wells in Kansas, and about 60 percent
of these are residents of Kansas. The average oil well in Kansas produces only
3.6 barrels of oll per day, and it is calculated that {f an individual owned all
the royalty interest in an average well, his or her oil royalty would approximate
$15 per day. The windfall profit tax is computed at an average of about $4.50
per day. Thus, the royalty owner would net $10.50 a day before the Kansas ad
valorem taxes on oil production are assessed.

Many royalty owners are elderly persons who are dependent upon their social
security benefits and oil royalty payments for their total support. Quite a num-
ber of royalty owners no longer own an interest in the surface of the land, having
sold the surface and reserving a life estate in the minerals.

According to the Social Security offices, at the present time, the average social
security payment in Kansas to widows is $271 per month and the average retired
person receives $289 per month in soclal security benefits. Thus, the total income,
before taxes, for a person having a full royalty interest in one stripper oil well
after the windfall profit tax is removed, is less than $600 a month. When one
considers that the basic care in an average nursing home for a person, not on
Medicare, is $24.48 per day, or $764.40 monthly, this is creating a new class
of welfare clients, and the windfall profit tax is compounding the problem.

The removal of the windfall profit tax from the proceeds of the first 10 barrels
of oil per day as proposed by S. 2521 would greatly improve the situation. I
respectfully request that this Committee recommend to Congress that royalty
owners be exempted from the WPT completely, or at least be granted an exemp-
. tion from the tax of up to 10 barrels per day as provided by S. 2521.
Respectfully submitted,

L. F. STANLEY.

Senator DoLE, Is Paul Simpson here? Do you know whether Paul
is going to be heret
1. NororiNg. No.
Senator DoLg. Gilbert Rundell, Kansas Farm Bureau. Your state-
ment will be made a part of the record, Gilbert. You may proceed in
any way you wish, summarize your statement in its entirety.

STATEMENT OF GILBERT RUNDELL, SEVENTH DISTRICT DIRECTOR,
KANSAS FARM BUREAU

Mr. Runpern. Senator Dole, we appreciate the opportunity to
appear today to make brief comments regarding the legislation you
and some of your fellow Senators have introduced to correct one of the
inequities of the so-called windfall profit tax legislation on behalf of
the Kansas Farm Bureau.

You and Senator Kassebaum from our great State, and Senators
Bellmon and Boren from Oklahoma, and your other colleagues in the
Senate are to be commended for attempting to get the windfall bill put
back in conference to correct some of the problem areas of it before
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g: e:er went to a vote in the Senate. We know you tried. We appreciate
1at.

We like always to say something good about a person or circum-
stance, where that is possible. And it usually is. It's even possible to
say something good about H.R. 3919, In fact, there are five things to
commend in regard to the Senate and House of Representatives finally
acting on the conference committee report on the so-called windfall
profit tax measure. No. 1, carryover basis was repealed. No. 2, there was
provided an incentive for savers. No. 3, the legislation provided incen-
tives for gasohol production and use. No. 4, the legislation provided
tax credits for energy conservation, and No. 5, action on this measure
allowed the Congress to get on to more important considerations.

Repeal of the carryover basis rule had been a top priority item for
those of us in Farm Bureau. :

Senator Dole, we appreciate your work in the Senate Finance Com-
mittee to persuade your colleagues of the merits of repealing the carry-
over basis rule. We put that at the top of the list of things that were
beneficial in the passage of the so-called windfall profit tax bill.

We have policy positions that follow, but I’ll not take the time now
to read them. I'm hoping that you will.

The final benefit to the Nation as a whole of the Congress finally
acting on H.R. 3919 is this: You put behind you a legislative package
that had occupied your time for far too long. We have needed for years
decontrol of the oil and gas industry. We have needed for years for
oil and gas prices to find the appropriate level through the market-
place. They have not. They have not and they will not for so long a
time as the sword of the windfall profit tax hangs over the head of
the industry. It affects not only the so-called big oil companies, it
impacts adversely on independent producers and it will be the financial
ruination of Smaﬂ royalty owners or owners of small working interest
in oil properties.

And, we still have future policy statements that, here again, I’ll not
take time to read.

Make no mistake about it, the consuming public is going to pay
what the administration felt was going to be a tax on an unexpected
gain, a windfall, for the major oil companies. Those companies are

uite capable of passing on their tax. And it will be passed on. And
those of us who are consumers will pay it.

What we are really here today to talk to you about is your own legis-
lation, Senator Dole. You and your colleagues have introduced Senate
bill 2521 to correct yet another inequity of the so-called windfall profit
tax. In that legislation, the Congress decided, or the conference com-
mittee did because the House would not buy the more reasonable
Senate approach to windfall profit tax, decided to have old oil and
new oil subject to a horrendous tax.

The rate follows and that’s been given, so I'll not go over that, but
hopefully you will read all this. i

Royalty owners were lost and forgotten when the so-called windfall
profit tax legislation was being shaped and passed. We hope vou can
use your legislation, Senator Dole, to bring about some equity. We
hope your colleagues in this subcommittee and in the full Senate
Finance Committee will assist you to repeal the provisions of the wind-
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fall profit tax law affecting the royalty owners. We urge them to join
ggélland your cosponsors. We urge early consideration for Senate bill

Since it is unlikely you can go back to Washington and introduce
and get passed a bill to repeal the whole of the windfall profit tax
measure and leave only those beneficial ingredients such as repealing
carryover; since it is doubtful you can go back and introduce the
authorization for a Department of Energy; since it is doubtful that
legislation would pass which would totally decontrol and/or deregu-
late the oil industry and other industries and deregulate business and
agriculture, then we would ask you to do what is possible. And, we
believe it’s possible for your co?'leagues to recognize the futility of
extracting 60 Eercent or 70 percent in taxation from small royalty
owners or working interest owners. We ask you to correct that. And,
we will appreciate you and your colleagues for it. :

My final comment, Senator Dole, is that this tax will be particularly
hard on Kansas independent operators because the big percent of oil
in Kansas is from small wells. It will result in the abandonment of
those wells, leaying reserves in the ground, and it will keep operators
from doing remedial work on wells to keep them in production. Thank
you, Senator Dole, for the opportunity to speak here today.

Senator BoreN. I appreciate your statement very much. You made
a reference to some wells that might be abandoned, and, of course,
we found that when we decontrolled the stripper production a-few
years ago that the abandonment rate went down about 500 percent
and there was a real incentive to keep those wells in production.
You mentioned the new danger because, of course, with the windfall
tax, stripper production which has been at the world price previously
will now, in effect, it will roll back the price and the royalty owner
with the stripper production will be even harder hit.

Do you have any idea what proportion of the production in Kansas,
or what proportion of the number of wells in Kansas would fit into
this stripper catogory?

Mr. RuNDELL. g:nat,or, a large percentage of the wells in Kansas are
10 barrels or less. -

Senator Boren, More than half?

Mr. RunpiLr. Yes; much more than half. I'd say in the 90-percent
area.

Senator BoreN. I appreciate your comments and I think they high-
lighted some of the problems with this tax bill.

Mr. Ru~npeLL. Thank you.

Senator Dork. Qur figures indicate that Kansas produced 156,000
barrels a day, 108 of which are produced by stripper weils. Gilbert,
thank you very much. Is the press being supplied copies now ¢

[The prepared statement of Mr. Rundell follows:]

STATEMENT BY KANSAS FARM BUREAU

Senator Dole, we appreciate the opportunity to appear today to make brief
comments regarding the legislation you and some of your fellow senators have
introduced to correct on of the inequities of the so-called windfall profit tax
legislation. )

You and Senator Kassebaum from our great state, and Senators Bellmon and
Boren from Oklahoma, and your other colleagues in the Senate are to be com-
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mended for attempting to get the windfall bill put back in conference to correct
some of the problem areas of it before it ever went to a vote in the Senate. We
know you tried. We appreciate that.

We like always to say something good about a person or a circumstance . . .
where that is possible, And it usually is. It's even possible to say something
good about H.R. 3919. In fact, there are five things to commend in regard to the
Senate and House of Representatives finally acting on the Conference Committee
report on the so-called windfall profits tax measure:

Carryover basis was repealed.

There was provided an incentive for savers.

The legislation provided incentives for gasohol production and use.

The legislation provided tax credits for energy conservation, and

Action on this measure allowed the Congress to get on to more important
considerations.

Repeal of the carryover basis rule had been a top priority item for those of us
in Farm Bureau. We appreciate:l the fact that implementation of the carryover
basis rules of the Tax Reform Act of 1976 had been delayed by Congress. We were
concerned that outright repeal would be difficult or impossible, given the fact that
the present President had said he would veto a measure of that nature. So,
Senator Dole, we appreciate your work in the Senate Finance Committee to per-
suade your colleagues to the merits of repealing the carryover basis rules. We put
that at the top of the list of things that were beneflcial in the passage of the
so-called windfall profits tax bill.

We have in our policy positions in Farm Bureau, adopted by voting delegates, &
short statement that says:

Tax incentives should be developed to encourage savings and capital investment.

An important step was taken when a provision was added to the windfall profits
tax bill to exclude from income taxation up to $200 in interest on savings and
dividends. We understand the amount is double that for a joint return. Well,
that's a start to encourage savings. We commend the Congress for acting favor-
ably on that ingredient.

There has been a great deal of talk about alcohol production for use in blending
with refined gasoline to make the product known as gasohol. The production and
use of gasohol received a boost when our Kansas Senator and his colleagues pro-
vided tax incentives through the windfall profits tax bill. We think this is
altogether appropriate. We recognize that our energy needs will not be met totally
in this way, but it is a significant contribution. .. grain alcohol is, ethanol and
methanol production will be...and agriculture is very much a part of this. We
commend the Congress for incentives to stimulate development in this vital
alternative energy source.

You provided tax credits for energy conservation. Our resolutions and policy
positions have sought that. Have sought increased reliance on solar, geothermal,
wind, coal, and YES nuclear energy.

The final benefit to the nation as a whole of the Congress finally acting on H.R.
3919 is this: You put behind you a legislative package that had occupied your
time for far too long. If you had done so un a cost/benefit ratio, you would have
discarded the idea long ago. But you did act on the measure, hand it to President
Carter, and move on to important legislative considerations.

What you left in the wake with enactment of the windfall profits tax is going
to be contrary to what many had hoped when the buzz words ‘“windfall profits”
were handied about for years. We have needed for years decontrol of the oil and
gas industry. We have needed for years for oil and gas prices to find the appro-
priate level through the marketplace. They had not. They have not. And they will
not for so long a time as the sword of the windfall profits tax hangs over the head
of the industry. And it affects not only the so-called big oil companies. It impacts
adversely on independent producers. And it will be the financial ruination of
small royalty owners or owners of small working interest in oll properties.

Another one of our policy statements, adopted by farmers and ranchers, says:

Tax policy should be designed to encourage private initiative, help stabilize the
dollar, promote employment and economic growth, and distribute the tax_burden
equitably.

The windfall profit tax does none of those things. It destabilizes. It is a dis-
incentive to investment, It does not promote employment. It does not provide for
economic growth. Our energy policy statement js perhaps more tothe point than
that particular tax policy statement. In the area of energy our farmers and
ranchers sald:
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To provide positive incentives for increased domestic exploration and develop-
ment of ofl and gas by the free enterprise’system, we must encourage capital
investment in the development of domestic energy of all types. To achieve this
end, Congress should encourage exploration and development through appro-
priate incentives and avoid punitive taxes on the energy industry such as the
so-called windfall profits tax. Also. consideration should be given to protecting
these enterorises against the risk of price manipulation by foreign energy sources
which could stop development.

WINDFALL TAX A DISINCENTIVE AND UNFAIR

Make no mistake about it, the consuming public is going to pay what the ad-
ministration felt was going to be a tax on an unexpected gain . .. a windfall . ..
by the major oil companies. Those companies are quite capable of passing
on their tax. And it will be passed on, And those of us who are consumers will
pay it.

What we are really here today to talk to you about is your own legislation,
Senator Dole. You and your colleagues have introduced S. 2521 to correct yet
another inequity of the so-called windfall profits tax. In that legislation, the
Congress decided . . . or the Conference Committee did hecause the House would
not buy the more reasonable Senate approach to windfall profits tax . . . decided
to have “old oil” and ‘‘new oil” subject to an horrendous tax. The rate is, we
understand, 70 percent. This tier one, old oil (lower tier) and new oil (upper
tier) is going to be subject to a 70 percent tax. You have a 60 percent tax on
stripper oil. And royalty owners are going to be paying through the nose.

What Mr. Carter apparently wanted to do was to tax the giants in the oil
industry. What became of his proposal as it worked its way through the legis-
lative process was to add that same high tax of 70 percent or 60 percent on roy-
alty owners and stripper well oil to effectively do away with a 14 to 40 percent
or more of the income of these royalty owners. -

Royalty owners were lost and forgotten when the so-called windfall profit
tax legislation was being shaped and passed. We hope you can use your legis-
lation, Senator Dole, to bring about some equity. We hope your colleagues in
this Subcommittee and in the full Senate Finance Committee will assist you to
repeal the provisions of the windfall profits tax law affecting the royalty owners.
We urge them to join-you and your cosponsors. We urge early consideration for
S. 2521,

Tell your colleagues in the Senate that most of these royalty owners are small
farmers. Tell your colleagues in the Senate what the economic conditions are for
the family farmer in 1980. Tell your colleagues in the Senate what the export
opportunities are since the President embargoed our grains. Tell your colleagues
in the Senate that domestic oil production is going to be adversely affected if
landowners postpone leasing until the termination date of the windfall profits
tax law. Tell them that landowners have waited out a number of plagues. They
may be able to wait out another one. We hope they don’t have to.

Since it is unlikely you can go back to Washington and introduce and get passed
a bill to repeal the whole of the windfall profits tax measure and leave only
those beneficial ingredients such as repealing carryover ; since it is doubtful that
you can go back and introduce the authorization for a Department of Energy;
since it is doubtful that legislation would pass which would totally decontrol
and/or deregulate the oil industry and other industries and deregulate business
and agriculture, then we would ask you to do what is possible. And we believe
it’s possible for your colleagues to recognize the futility of extracting 60 per-
cent or 70 percent from small royalty owners or working interest owners. We ask
you to correct that. And we will appreciate you and your colleagues for it.

Senator DoLE. The next witness has come a long distance, Is Clyde
Robbins here? Clyde comes from Springfield, Ill., where he is a State
representative. Ho was so interested in these hearings that he drove
that distance. This is another indication that this is not just a Kansas
problem or an Oklahoma problem. We had a witness this morning
testifying from Louisiana, Texas, somebody else sent a statement from
Arkansas, and now we have the State of Illinois represented by the
Honorable Clyde Robbins from Springfield, Ill.
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Mr. RosBins. I'd like to make & statement before I start in
on my prepared text. About a month ago I talked to Senator Percy
and put out a news release 3 weeks ago asking people affected to send
me their copies of their oil tax returns, and I didn’t ask for any com-
ments. At the end of my statement, in 2 weeks, I have 1,500 of these
letters that I would like to be read into the record for your people in
Washington so that they will know how it is. If you wish, they are in
this box and I will leave them with you.

Senator Dore. Maybe we will just take the box. I am not certain
that we can put them all in the record. The Government will be
broke from the printing cost, but I guess we are broke anyway. But,
they will be available for inspection by the committee staff and by
members.

Mr. Roseins They are available, they are all authenticated and there
are no duplicates. -~

Senator Dore. Good.

~—[The material referred to follows:]

CLYDE W. ROBBINS,
ILLiNoIs HOUSE OF REPRESENTATIVES,
Springfield, I111., May 23, 1980.
CLYpE W. RoBBINS,
Illinois State Representative,
54th District

Principal Points—S. 2521 : - -
1. Taxes to landowner and/or royalty owner:
a. No deduction or exemption ;
b. No return on investment ;
c. Loss of planned retirement funds and medical assistance.
2. Damage to land:
a. Equipment: wells, roads, pipe lines, rod lines;
b. Salt water damage.
3. Cost of reclamation:
a. Length of time til farm production;
b. Only partial success;
) c¢. Expense—high cost per acre.
4. Loss of incentive to lease for future oil development.

SENATE BILL 2521

e

Mr. Chairman, members of the Senate Finance Committee, ladies and gentle-
men. My name is Clyde Robbins, Illinois State Representative, 54th District.

I am appearing here on behalf of the landowners in southern Illinois on the
subject of the windfall profits tax on oil. Most, if not all, of the landowners of
southern Illinois presumed that the windfall profits tax would be just that, a
tax on the profits of large oil companies.

Instead the land owner bears the brunt of this tax. The landowner is taxed
at the highest rates applicatle according to their tier with no deduction or ex-
emptions. Major oil companies have the exemption of terce or third recovery
that they can establish a windfall profit tax fund and pay NO tax at all.

The landowner or royalty owner has to be out the most. They must put up with
the wells, the lease roads, the pipe lines, the rod lines and the extensive salt
water damage. This damnage can be very costly. Sometimes it takes 20 years or
longer to return a piece of land to farm production after a salt spill and the
procesy is costly with only partial success. It takes about $1,500 per acre for
the average cost of reclamation.

When ofl drilling in our area of Illinois began in 1938, land was selling for
$10 per acre. Land today will now bring about $2,000 per acre. In 1938, oil in
our area sold for $2.10 per barrel. Using the same value per inflation, oil should

_be worth $42.00 per barrel to break even.

The increase in the value of oil has made it possible to produce stripper wells

_in our area and expand water floods that were not being produced. Also, some
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new leasing had been done, but as the people see the results of the windfall
profits tax on oil, the leases have dried up. The farmer cannot afford to lease
valuable farm land to be developed if the government gets the most of the money
and the farmer gets theé land damage and nothing in return.

The man who worked and saved and bought a little royalty interest is being
eaten up. About all of these were to be used for planned retirement. The tax
on these people, people in their 60's, 70's and 80's, are causing. hardships that
you had not thought would exist.

I have asked people to send me copies of their oil stubs. In the past two weeks,
I have received over 1,600 of these stubs and they are still coming in at the
rate of over 100 per day. I will present to you the stubs that I have processed
and the letters that came with them for you to read into the record at your
convenience. -

Dear Mr. Robbins: We hope you can help reverse this thing the government
is doing with our oil checks. We need it so badly with our mounting doctor bills.
My wife has been unable to work for 3 years, due to a heart problem. She has
had to work for us to make (try) ends meet. My mother died in May of 1979,
leaving this oil interest to me. We were hoping for it to relieve the great pressure
of doctor and medicine bills. We feel it is wrong to take our money and give it to
people who won't work or even try to do right. We need help badly. Sincerely,
Stanley R. Schroeder (signed)”.

Most of the check stubs that you will look at are $200 or less. I want the
Senators and Congressmen to know the amount of money that they are stealing
from the people.

The royalty owners and override owners are crying for relief. Must the
government continue to confiscate this money from the small landowner and
royalty owner to place in its give away programs and pay-the cost of a ‘‘do.
nothing” energy program with these dollars?

The people are at the point of tax rebellion now and the tempers in our area
are white hot, We must be honest and fair with our people. Almost all of the
oll production in southern Illinois is stripper wells of less than 10 barrels. Give
them the 10 barrel per day exemption, try at least to be fair.

Pass this bill, give the people what is rightfully theirs. They must pay State
income tax, county oil tax, Federal income tax and land tax. After paying all
this tax and other land costs, the windfall profits tax should be renamed the
“Landowners Loss Tax”.

Thank you for your time. The people of Illinois will be expecting a favorable
report.
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Fairfield, Ill. State Representative Clyde Robbins (R-34) of Fairfleld, is
launching an all out effort this week to help bring about a repeal of the Wind-
fall Profits Tax on oil as far as it applies to the small royalty oswners,

Robbins stated, “In recent weeks since this (ax became effective the public
has learned what an abuse this is to the small royalty owner. Property owners
everywhere are up in arms about it.”

“I had a conference with Senator Charles Percy in Springfield last week and
he has agreed to lead the fight in Washington to accomplish this objective,”
continued Robbins,

“In fact, the Senator is co-sponsor of bill, S. 2521, which would entirely
exempt small royalty owners from the tax on oil amounts of ten barrels per
day of royalty interest. This ten barrel per day exemption should cover the vast
majority of the small royalty owners who will be severely impacted by the
imposition,” Robbins added.

Robbins is asking every oil royalty owner in his district to have a copy made
of the stub from his last royalty check and mail it to him at once, at his Fair-
fleld office (30214 E. Main). If a copy cannot be made, mail the stub directly
to Robbins and he will have the copy made and will mail the stub back.

Robbins said these stubs will show exactly how much of the royalty owner's
interest is being withheld for the government in windfall tax. The lawmaker
said he will forward the copies of the stubs to Senator Percy in Washington
and these will be his evidence for passage of his bill and the repeal of the tax.

“I hope to have five mailbags full of these stubs within the next two weeks,”
concluded Robbins. “We've got to act promptly !”

WINDFALL PROFITS TAX HEARING

Why should any operation be taxed before expenses? Our operaiion Is a
stripper production. The equipment is old and will need much repsir if we con-
tinue to produce. If we have any more breakdowns, we could -be operating at
a loss. The following is the actual expenses on Lee-Prier A-1 Division Order
#676532:

LEE-PRIER A-1

Operating expenses from December 8, 1979 to December 20, 1979 :

Electr eIty oo e $689. 11
PUmPer’'S WARe - e e 600. 00
General maintenance—Longs Electric Invoice Numbers 4881, 5001,

5016, 4582, 2601, 2639, 2825, 5744, 47— . oo 534. 68
Hogoboom Invoice Nos. 2740, 3602, 8684 ______________________ 265. 10
Hizey Involice Nos. 28220, 32878, 32295 s 96. 47
Towanda Nos. 1876, 1987. . e 774. 78
Chem G0 o e e 250. 26
Prairie Insurance e 43.83
Rock and spreading. .. 20. 00

O] e e e e e e e 38, 274. 22

The following bflls are for the work described above:

Counter Invoice No. 10107 478.55
White & Ellis Drilling Invoice No. 4934__________ . ________ 3,478. 655
Hizey Involice Nos. 38264, 88265, 38277 e oo 3, 298. 41
Pulling tool and mileage from Great Bendo oo oo eoeaeooo o 876. 00
Subtotal o e 7, 618. 51
—_—
b1 7 ) 10, 0273
f~— ]

Projecte% income for 1980 before Windfall Profits Tax—440 barrels
00 e e e e e e 16, 940
After Windfall Profits Tax (approximately) - e occoeeoooeeos 12, 100
Les8 @XPenSes o e 10, 892



153

This is only 2 percent for the investment.

I believe if excessive profits are made on large operations, the small producer
should be exempted. 1f we make a profit, we pay income tax. It is my under-
standing we need more oil in the United States and not less production, so why
kill the incentive?

LYMAN DAviD.
LENORA, KANS.

KANSAS—WELL PLUGGING SUMMARY BY YEARS

. Input and
Year D.&A. 0il Gas SWD  water supply Total yearly
282 162 0 0 136
489 236 0 0 1,241
206 143 [ 0 621
- - 198 163 3 1 705
515 202 1 2 ,228
534 161 8 11 , 360
699 153 10 1 , 650
528 176 4 2 - 1,404
568 111 2 4 , 629
512 41 7 0 , 510
535 53 4 6 , 394
963 146 5 k] ,914
1,325 206 13 30 , 650
1,218 319 8 85 , 076
697 202 19 29 , 422
876 159 22 20 , 964
1,143 212 19 50 3,516
1,171 9 U 55 , 693
955 79 27 25 3, 607
972 79 3l 76 3,685
1, 162 67 23 6} 3,946
1,545 83 37 94 4,372
, 462 83 2 75 3,928
, 462 61 40 128 3,742
, 414 9% 45 118 4,026
, 273 93 33 155 3,564
. 590 93 49 197 3,678
, 836 109 43 262 4,035
, 598 104 270 54 3,839
, 558 125 52 23 3,938
, 114 283 4,014
182 252 97 3,813
, 122 1 3% 931

68-742 0 - 80 - 11
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INTRODUCTION

The Interstate Oil Compact Commission is pleased to publish its
annual National Stripper Well Survey. This survey reinforces thetrend

to a continuing growth of America's marginal wells,

This year's 8,380 abandonments areless than half of the annual
abandonments in 1971, As a corollary, the average production per

well has also declined to 2.86 barrels per day.

What this means is that the free market price being extended to
these marginal wells is extending their economic life with the beneficial
result that everybarrel of oil produced bya stripper is a barrel which
isnot imported. Thus, although the priceis the same, a contribution is
made to America's balance of payments by the extension of the economic
life of these wells.

Ww. TIMOTHY DOWD
Executive Director
Interstate Oil Compact Commission

September 30, 1979
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FOREWORD

By Charles E. Bowlin
Director of Technical Services
Interstate Oil Compact Commission
and
Director, National Stripper Well Survey
The data presented in the National Stripper Well Survey as of
January 1, 1979, represent a compilation of information from various
contributors in the oil-producing states of the United States. The states
of Alaska, Florida and Nevada have no wells in the stripper well classi-

fication.

The stripper wells included in this survey were selected by two
principal methods, depending on the nature and kind of dataavailable to
each contributor. Insome instances, the selectionwasnecessarily made
on a field or pool basis. The number of wells and production for each
field or pool within a state determined whether each one, as a whole,

was classified as a stripper or non-stripper well, field or pool,

In some states, it was possible to readily classify stripper wells
within all fields or pools on the basis of individualwell or lease produc-
tion. Asan example, Louisiana production is classified in this manner.
Production from other states, suchas Missouri, New York, Pennsylvania

and Virginia, is derived entirely from stripper wells.

A stripper weli, for the purpose of this survey, is one capable of
producing ten barrels of oil per day or less during the year under con-
sideration. A stripper well field is- one in which the daily average per
well production is ten barrels or less during the year under considera-

tion.

Stripper oil well production, as did total crude production, de-
clined during 1978; however, the significant statistic is reflectedin the

continuing decline in the number of wells abandoned. The additional
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oil that operators are economicallyable to recover from these low pro-
ducing wells is oil which does not have to be imported from unreliabie

sources,

The production in barrels from stripper wells represents the
total oil produced from all stripper wells during the year. The acres
shown are those attributed to these wells, and include acreage within

stripper well fields which is no longer productive.

The abandonments are the number of producing oil wells that
have been abandoned during the year. Some of these wells may not
have been classified as stripper wells, but practically all of them are
assumed to be those which could no longer be economically operated

under prevailing conditions.

Total production for each state during 1978 was obtained from
state agency records or from other sources as indicated on page 5 of

this report. ~

Primary reserves are the estimated additional oil to be recov-
ered by primary means from stripper wells and stripper well fields
included in the survey. Secondary reserves are those estimated to be
recoverable from the listed stripper wells and stripper well fields by
secondary methods of operation. These include: (a) amounts to be re-
covered from the developedareas of current secondary recovery opera-
tions; (b) secondary recoveryoil estimated {o be produced by expanding
the arecal extent of current operations; and (c) secondary recovery oil
estimated to be produced from fields where secondary recovery opera-
tions are not under way, but where conditions are considered to be

favorable for successful development of secondary recovery projects.

The estimated secondary recovery production from stripper
wells during 1978 and the percent of total stripper well production coming
from secondary recovery projects were furnished for 15 states. This

information is presented on the following page.
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Percent of Total
Stripper Production

State Stripper Wells (M Bbls. ) From Secondary
Alabama 10 8.29
Arkansas 2,083 26.86
Colorado 359 17.79
Illinois 13, 247 62.60
Indiana 2,134 46.80
Kansas 18,664 41.98
Kentucky 4,006 85.00
Michigan 3,637 64,92
Nebraska 668 32.99
New Mexico 5,618 47.48
New York 725 ) 85. 09
Ohio 99 1.27
Oklahoma 45, 580 61.45
Pennsylvania 1,081- 42.16
West Virginia 456 20.22

STRIPPER WELL DATA - PAST 10 YEARS - UNITED STATES

Production Abandon- Avg. Daily
Year No. Wells (M Bbls.) ments Prod. per Well
1969 358,650 454,820 15,618 3.47
1970 359,130 441,287 15,631 3,37
1971 353,696 423,322 18,421 3.58
1972 359,471 411,925 13,483 3.13
1973 355,229 385,684 13,756 2,97
1974 366,095 411,936 13,779 3.08
1975 367,872 394,163 13,478 2.93
1976 365,733 392,191 9,916 2.93
1977 368, 930 392,532 9, 000 2.91
1978 374,635 391,633 8, 380 2.86
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NATIONAL STRIPPER WELL SURVEY AS OF JANUARY 1, 1979

NUMBER OF PRODUCTION AVERAGE DAILY
STRIPPER FROM STRIPPER ABANDON - PRODUCTION

STATE MELLS WELLS (Bbls.) _MENTS PER WELL ACRES

ALABAMA 69 120,659 9 4.79 2,920
ARIZONA 7 4,847 0 1.90 720
ARKANSAS 6,822 7,753,893 42 3.11 115,791
CALIFORNIA 24,198 - 49,558,153 881 5.61 220,780
COLORADO 1,016 2,018,090 42 5.44 33,640
ILLINOIS 23,622 21,159,697 400 2.45 595,670
INDIANA 5,038 4,559,893 44 2.48 310,250
KANSAS 43,154 44,461,076 559 2.82 1,421,080
KENTUCKY 13,953 4,712,680 252 0.93 279,060
LOUISIANA 13,600 7,916,106 182 1.59 278,480
MICHIGAN 3,331 5,601,892 47 4.61 94,450
MISSISSIPPL 657 1,233,451 173 5.14 29,430
MISSOURI 144 53,300 17 1.01 1,360
MONTANA 1,983 2,804,741 12 3.88 61,100
NEBRASKA 987 2,024,793 59 5.62 52,525
NEW MEXICO 11,401 11,830,847 432 2.84 488,600
NEW YORK 4,700 852,000 352 0.50 25,000
NORTH DAKOTA 741 1,196,454 6 4.40 79,796
OHIO 17,006 7,808,131 171 1.26 274,335
OKLAHOMA 59,971 74,175,420 656 3.39 1,486,660
PENNSYLVANIA 27,768 2,564,485 899 0.25 138,840
SOUTH DAKOTA 11 16,483 2 4.11 4,800
TENNESSEE 265 269,855 13 2.79 ~ 4,090
TEXAS 96,713 131,210,862 2,599 3.72 2,669,740
UTAR 95 134,498 54 3.88 14,470
VIRGINIA 5 2,390 0 1.31 255
WEST VIRGINIA 13,925 2,255,200 10 0.44 109,750
WYOMING 3,453 5,333,250 467 4.23 138,120
E{LS 374,635 391,633,146 8,380 2.86 8,931,712
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NATIONAL STRIPPER WELL SURVEY AS OF JANUARY 1, 1979

TOTAL 1978 STRIPPER WELL RESERVES

PRODUCTION Primary Secondary Total
STATE (M Bbls.) =ewe-ewea~-=Thousands of Barrelg---ve-vevc---
ALABAMA 11,643 263 30 293
ARIZONA - 418 20 17 w
ARKANSAS 20,329 96,934 26,760 123,694
CALIFORNIA 347,045 680,800 281,060 961,860
COLORADO 36,797 8,307 8,027 16,334
ILLINOIS 23,362 48,100%% 81 ,900%* 130,000+
INDIANA 4,785 19,100%* 19,9004 39,000%*
KANSAS 56,586 244,580 110,600 355,180
KENTUCKY 5,712 13,328 26,656 39,984
LOUTS IANA 458,755% 56,900%+ 50,600%% 107,500%*%
MICHIGAN T 3%,667 17,795 18,010 35,805
MISSISSIPPI 39,611 13,850+ 3,480%% 17,3304+
MISSOURI 53 182% 13g%+ 320+
MONTANA 30,467 17,0404 13,940+ 30,980%+
NEBRASKA 5,862 5,897 4,169 10,066
NEW MEXICO 78,749 93,3504+ 17,900%* 11,2504+
NEW YORK 852 496 8,500 8,996
NORTH DAKOTA 24,811 12,4804%% 29,120%%* 41,600%%%
OHIO 11,154 89,081 2,755 91,836
OKLAHOMA 146,182 258,290 377,478 635,768
PENNSYLVANIA 2,564 16,885 31,271 48,156
SOUTH DAKOTA 869 154%% 0 154%*
TENNESSEE 593 480 60+ 540wk
TEXAS 1,040,966 1,086,750%% 889,150%*  1,975,900%*
UTAH 31,368 1,428%% 1,372%% 2,800
VIRGINIA 2 17 0 17
WEST VIRGINIA 2,278 23,560 35,340 58,900
YYOMING 135,794 86,580%* 69,020%* 155,600%%
TOTALS 2,552,074 2,892,647 - 2,107,253 4,999,900
* Production from source other than state agency.

%% Estimated.
*%* Estimates supplicd were changed,

{No estimate furnished,)
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COMPARATIVE NUMBER OF STRIPPER WELLS AND STRIPPER WELL PRODUCTION

1975 1976

NUMBER OF PRODUCTION NUMBER OF PRODUCT ION

STRIPPER FROM STRIPPER STRIPPER FROM STRIPPER
STATE WELLS WELLS (Bbls.) WELLS WELLS (Bbls.)
ALABAMA 75 116,765 71 162,399
ARIZONA 6 5,250 7 5,723
ARKANSAS 6,100 5,043,651 6,025 5,198,866
CALIFORNIA 32,124 60,574,174 29,983 52,245,703
COLORADO 881 1,953,156 942 2,012,511
ILLINOIS 23,222 25,214,700 23,275 24,936,200
INDIARA 4,656 4,031,667 4,853 4,470,827
KANSAS 40,597 43,706,695 41,764 44,433,009
KENTUCKY 13,690 6,182,821 13,817 6,172,764
LOUISIANA 12,723 7,574,198 13,185 8,176,023
MICHIGAN 3,330 4,760,253 3,260 4,601,776
MISSISSIPPI 310 648,847 617 1,214,582
MISSOURI 163 56,974 173 60,295
MONTANA 1,873 3,578,719 1,918 2,947,320
NEBRASKA 638 1,545,430 812 1,757,960
NEW MEXICO 10,274 11,082,540 10,544 11,141,135
NEW YORK 5,231 875,000 4,916 857,000
NORTH DAKOTA 569 929,658 655 1,075,074
ORIO 15,482 6,704,637 15,586 6,996,117
OKLAHOMA 58,736 72,530,579 53,357 73,459,288
PENNSYLVANIA 31,661 3,199,000 31,274 2,950,000
SOUTH DAKOTA 9 17,950 10 20,516
TENNESSEE 133 125,613 159 140,436
TEXAS 89,027 126,018,341 91,498 129,699,764
UTAH 48 98,175 77 261,823
VIRGINIA 7 3,002 7 2,696
WEST VIRGINIA 13,680 2,478,000 13,800 2,400,000
WYOMING 2,629 5,106,966 3,148 4,790,719
TOTALS 367,872 3947162,941 365,733 392,190,526
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COMPARATIVE NUMBER OF STRIPPER WELLS AND STRIPPER WELL PRODUCTION

NUMBER NUMBER OF PRODUCT ION NUMBER OF PRODUCT ION

STRIPPER FROM STRIPPER STRIPPER FROM STRIPPER
STATE WELLS WELLS (Bbls.) _WELLS WELLS (Bbls.)
ALABAMA 78 139,210 69 120,659
ARIZONA 7 6,709 7 4,847
ARKANSAS 6,736 6,171,489 6,822 7,753,893
CALIFORNIA 28,328 51,409,560 24,198 49,558,153
COLORADO 990 2,017,045 1,016 2,018,090
ILLINOIS 23,499 23,614,200 23,622 21,159,697
INDIANA 5,056 5,255,264 5,038 4,559,893
KANSAS 42,273 44,189,776 43,154 44,461,076
KENTUCKY 14,046 5,420,819 13,953 4,712,680
LOUISIANA 13,189 7,739,510 13,600 7,916,106
MICHIGAN 3,276 6,233,006 3,331 5,601,892
MISSISSIPPI 654 1,349,305 657 1,233,451
MISSOURI 161 59,535 164 53,300
MONTANA 1,945 3,255,272 1,983 2,804,741
NEBRASKA 919 2,012,309 987 2,024,793
NEW MEXICO 10,956 11,547,173 11,401 11,830,847
NEW YORK 4,913 813,000 4,700 852,000
NORTH DAKOTA 687 1,145,859 761 1,196,454
ORIO 16,122 7,251,183 17,006 7,808,131
OKLAHOMA 56,239 74,400,427 59,971 74,175,420
PENNSYLVANIA 28,400 2,659,614 27,768 2,564,485
SOUTH DAKOTA 16 14,520 1 16,483
TENNESSEE 213 194,087 265 269,855
TEXAS 92,887 127,886,421 96,713 131,210,862
UTAH 76 136,368 95 134,498
VIRGINIA 4 1,762 5 2,390
WEST VIRGINIA 13,875 2,384,000 13,925 2,255,200
WYOMING 3,387 5,224,744 3,453 5,333,250
TOTALS 368,930 392,531,945 374,635 391,633,146
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STATEMENT OF HON. CLYDE W. ROBBINS, ILLINOIS STATE
REPRESENTATIVE, 54TH DISTIRICT

Mr. RosBins. Mr. Chairman, members of the Senate Finance
Committee, Senators, ladies and gentlemen, my name is Clyde
Robbins, Illinois State representative, 54th District. I’'m apgeanng
here on behalf of the landowners of southern Illinois on the subject of
the windfall profit tax on oil. Most, if not all, of the landowners of
southern Illinois presumed that the windfall profit tax would be just
that, a tax on the profits of large oil companies.

Instead the landowner bears the brunt of this tax. The landowner
is taxed at the highest rates applicable according to their tier with no
deduction or exemption. Major oil companies have the exemption of
terce or third recovery that they can establish a windfall profit tax
fund and pay no tax at all.

The landowner or royalty owner has to be out the most. They must
put up with the wells, the lease roads, the pipelines, the rod lines, and
the extensive salt water damage. This damage can be very costly.
Sometimes it takes 20 years or longer to return a piece of land to farm
production after a salt spill and the process is costly with only partial
success. It takes about $1,500 per acre for the average cost of
reclamation. B

When oil drilling in our area of Illinois began in 1938, land was
selling for $10 per acre. Land today will bring $2,000 per acre. In
1938, oil in our area sold for $2.10 per barrel. Using the same value
per inflation, oil should be worth $42 per barrel to break even.

The increase in the value of oil has made it possible to produce
stripper wells in our area and expand water floods that were not bein
produced. Also, some new leasing had been done, but as the people
see the results of the windfall profit tax on oil, the leases have dried
up. The farmer cannot afford to lease valuable farmland to be devel-
oped if the Government gets the most of the money and the farmer gets
the land damage and nothing in return.

A man that worked and saved and bought a little royalty interest
is being eaten up. About all of these were to be used for planned re-
tirement. The tax on these people, people in their sixties, seventies, and
eighties, are causing hardships that you had not thought would exist.

I have asked people to send me copies of their oil stubs. In the past
2 weeks, I have received over 1,500 of these stubs and they are still
coming in at the rate of over 100 per day. I will present to you the
stubs that I have processed and the letters that came with them for
you to read into the record at your convenience.

This is one of the letters:

Dear Mr. Robbins: We hope you can help reverse this thing the government is
doing with our oil checks. We need it 80 badly with our mounting doctor bills.
My wife has been unable to work for 3 years, due to a heart problem. She has
to work for us to try to make ends meet. My mother died in May of 1979, leaving
this oil interest to me. We were hoping for it to relieve the great pressure of
doctor and medicine bills. We feel it is wrong to take our money and give it to
people who won't work or even try to do right. We need help badly. Sincerely,
signed Stanley R. Schroeder.

Most of the check stubs that you will look at are $200 or less. I want
the Senators and Congressmen to know the amount of money that
they are stealing from the people.
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The royalty owners and override owners are crying for relief. Must
the Government continue to confiscate this money from the small land-
owner and royalty owner to place in its give-away programs and pay
the cost of & do-nothing energy program with these dollars
_ The people are at the point of tax rebellion now and the tempers
in our area are quite hot. We must be honest and fair with our people.
Almost all of the oil production in southern Illinois is stripper wells
of less than 10 barrels. Give them the 10 barrels per day exemption,
try at least to be fair.

Pass this bill, give the people what is rightfully theirs, They must
pay State income tax, county oil tax, Federal income tax, and land
tax. After paying all this tax and other land costs, the windfall profit
tax should be renamed the “Landowners Loss Tax.”

Thank you for your time. The people of Illinois will be expecting
a favorable report.

Senator Boren. Representative Robbins, I have certainly appre-
ciated your testimony and we already have one of the Illinois Senators
cosponsoring, Senator Percy. Now, you must have been effective be-
cause he’s now added his name to the bill. We hope you get the other
one to join him. Turn your attention to him. We certainly appreciate
the statement you’ve made.

As you say, when you get through paying one tax on top of another,
the windfall on top of the property tax on top of the income tax
there’s nothing left. One of the unique features of the windfall bill
when it was introduced is they had one provision sa'ging they could
not take more than 100 percent of your total income. They were going
to have to stop when they got it all, in other words. It was almost
unbelievable. I want you to know before we got finished they decided
to compromise. They agreed to take only 90 percent of what you had,
but it really is a serious problem and you’ve expressed it very well
because the only one that’s going to get a windfall, it's now obvious,
out of decontrolled oil prices is the Government. They are the only ones
that are going to reap a windfall out of what'’s going on. I think that’s
a real tragedy. The people want more energy, they want us to quit
being dependent on overseas sources and all the people are going to
get as a result of that kind of energy crisis is more government, more
bureaucracy and more welfare programs. As I said, they ought to put
a sign, I think, on all the gas pumps in the country so when a motorist
stops to buy gasoline they have all the facts. They ought to say con-
gratulations, you just paid $1 more a gallon for gasoline. We want
you to know that thanks to your Congressmen and Senators, 90 cents
out of that dollar, at least, is going to go to some unit of government
in the form of higher taxes and only 10 cents, if we're lucky, will go
to produce more energy. I think they ought to list the names of the
?ogg(tiwessmen and Senators who voted for it so the people know who

o find.

We appreciate your testimony and we’re particularly happy to see
this activity in the State of Tllinois.

Mr. Rossins In mK district there are 13 counties. The esti-
mate made by the bankers is that the windfall profit tax is remov-
ing $10 million & month from these counties which could be used for
other things. This is not part of my written statement.
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Senator DoLe. Clyde, I think you should be commended. How long
did it take you to get out here

Mr. Rogins. I left session yesterday afternoon at 4. I stopped by
home and picked up my brother and we drove all night. I got here
at noon today:

Senator DoLe. Thank you. If anybody has any relatives in that area,
they might write to them because that’s a commitment to drive all
ni it to indicate his concern for the problem affecting his district.

ur next witness is Pegg?r Arensman. Peggy, I'll let you explain
your organization because 1t's a very effective group, called WIFE.

STATEMERT OF PEGGY ARENSMAN, WOMEN INVOLVED IN
FARM ECONOMICS

Mrs. ArensyaN. Thank you. I have people who ask me if I’m brag-
ging if I'm married, and actually I am, but we are a group of farm
women, Women Involved in Farm Economics, and we’re mainly a
lobbying group and a self-education groug.{

My name is Y’egg Arensman. I am the Kansas president of Women
Involved in Farm Economics, commonly called WIFE. My husband
and I are a wheat, alfalfa. and cattle farm close to Kinsley, Kans. You
will note that I wear red. This is to denote that I am producing in the
red. It isn’'t funny, folks.

Farmers have been locked into a large financial loss for years now.
S}:)mlg of us thought that we might feed our children from our oil
checks.

When we purchased our land, our abstracts read that we had ob-
tained the mineral rights. We had paid for them. But with just the
signature of the President and the vote of our Congressmen and Sen-
ators, our paid representatives, once again, we lost what we paid for
and needed for the support of our children. The windfall profit tax was
nothing more than legal robbery. Every business and industry has a
budget, and if hard pressed are forced to curtail their spending until
they work themselves out of their difficulties. This is exactly what
our Federal Government must do. Not levy more taxes upon the citi-
zens. When all forms of taxes are added up, a family of four making
$20,000 now pays 47 percent of his income in taxes. This is exclusive of
the windfall profit tax.

Thoe most basic needs of life are air, water, and food. The production
of food in the quantities we have hecome accustomed to is dependent
upon our 0il supply. We in the food industry are most dependent upon
our independent drillers, for they furnish 90 percent of our country's
domestic industry.

When Carter was running for the Presidency in 1976, he promised
us no increase in taxes. What did we get? The greatest increase ever
le.xfled. the windfall profit tax—$229 billion worth of taxes in 10 years.
With the cheap food policv, this adds injury to insult for us farmers.

Much governing the industry just does not make sense for a strong
America or a strong oil industry. When policy is made for our Nation,
our (Fovernment must put America first. For the most part, if policy
benefits private business, it benefits America. Healthy business helps
strengthen America. For instance, profits for independent producers
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are plowed back into wells which produce more domestic oil. This gen-
erates new jobs, new taxes, and keeps the full monetary amount in this
country.

Windfall profit taxes are on domestic oil, not foreign oil. Therefore,
it works backward by making foreign producers have a competitive
edge over domestic producers.

Our double price standard for oil, domestic and foreign, should be
reversed so that foreign oil gets the smaller price. This would benefit
so many Americans. America can only help the rest of the world by
keeping itself strong.

Our operation haf been receiving $800 to $900 a month oil checks.
This last check was in the $300- range. This was the only way we
thought we might provide for our children, as our farm enterprise
has had such large loss. Now, this too had been legally stolen from us.

The United States is sending the private producers the message,
your investment, your management ability, and your labor are worth
nothing. This is a dangerous message. Our country was built on the
independent competitive businessman.

Senator Dole and Senator Boren, we need your help in repealing
the windfall profit tax for the benefit of all of us.

I thank you for the opportunity of testifying before you today.

Senator Boren. I'm glad to have heard your testimony, and I think
you hit on a couple of points that certainly are important. To start
out, this kind of a situation, this is the first time in the history that
they’ve ever led to a windfall profit tax when someone is not makin
a profit. I think that’s the start of it. The word profit only appeare
in the title of that bill. It didn’t appear anywhere else in the bill. -
. As we well know, it’s not a tax on profit, 1t’s an excise tax. As you
- pointed out, we have it all in reverse. If we want to produce more
energy here at home and consume less energy from overseas, why is
it that we discourage production here by a tax and literally encour-
age (ti};e companies in the oil operations overseas where they’re not
. taxe :

I had a leading Japanese banker—and they understand economics
pretty well—he said I thought you people wanted to produce more
energy at home and consume less from overseas. I said that’s right.
He said I'm very puzzled. You say that we orientals are inscrutable.
I think you’re inscrutable. If you want to produce more at home and
consume less from abroad, why do you tax your production at home
and indirectly subsidize your consumption from overseas, I couldn’t
answer that.

But, we have to do something, which you put your finger on, and
that is for the first time in the history of the world, we can look
at the history of any country. We have countries before that have
had tariffs, that have paid their own people more to produce some-
thing than we paid people in other countries. They protected their
domestic interest. But never in the history of the world has any
country had a policy that paid people more in another country to
produce a product than we paid our own people, and we've managed
&o make economic history by doing this and that’s exactly what we're

oing. }

Mrs. ARensMAN. That’s why we're called dumb Americans.

68-742 0 - 80 - 12
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Senator Boren. Thank you.

Senator DoLE. Peggy, I appreciate your testimony very much. It’s
straight out, to the point.

Mrs. ARENsMAN, Thank you, sir.

Senator Dore. No puncﬁes pulled and hopefully that is the kind
of testimony that will encourage my colleagues and help them under-
stand this problem.

Again, I think we have to keep pointing out the facts, I do not sug-
gest it was the media’s fault, but I would guess that 90 percent of the
network news on the windfall profit tax portrayed the tax as a tax on
big oil. One heard at morning, at noon, and at night about how we were

oing to tax big oil. There was a feeling in the Congress—we watch
the news programs too—that only big oil was affected by the tax.
I think that you have indicated through your statement that there are
a lot of people, average Americans, who are working and trying to
educate their children, and who are now losing 35 percent of their
income. These people have literally had a property right taken away
from them without even a hearing. I do not remember any royalty
owners appearing before the committee. We did not think we were
ﬁoing to tax most royalty owners when it left the Senate. Senator

oren was opposed to that. I was opposed to that. Most Senators were
opposed to that, but then they added $50 billion in additional taxes in
the conference. I appreciate your testimony and I thank you for
coming.

Mrs. ArRensMAN. Thank you very much, sir.

Senator DoLe. Mr. Frazier, Steve Frazier, the Cowley Landowner
Association, represents about 400 landowners.

Mr. Frazier. People.

Senator DoLE. People, excuse me.

STATEMENT OF STEPHAN FRAZIER, COWLEY COUNTY
LANDOWNERS ASSOCIATION

Mr. Frazier. Thanks for letting me testify before you today. You
know, your Eastern colleagues have hit us over the head with a grain
embargo and a windfall profit tax, all in the same year. We must be
the poor relatives out here.

I am a farmer, live 4 miles north of Winfield. In case you don’t
know where that is, that’s southeast of Wichita about 35 miles. Our
operation is primarily wheat and cattle. I’ve been in agriculture the
past 20 years. Prior to that I was an exploration geologist for Standard
Oil of California for 14 years. We have a small royalty income.

I speak on behalf of the Cowley County Landowners Association.
I am a director of this organization which has approximately 450 mem-
bers, mostly rural landowners. The purpose of the organization is to
promote and protect landowner interests. Several of onr members
have royalty incomes. Most of these are small. Windfall profit tax
adverselv affects these people.

In 1977, Cowley County produced over 2 million barrels of oil.
This is certainly not Saudi Arabia, but it does help the energy short-
agedas well as provide jobs and royalty income for many of our
residents.
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Small independents produce most of this oil. Though I represent
the landowners, the producer is equally important because without
the producer there is no royalty. i

This tax hurts the oil business in our country for the following
reasons: The royalty from the royalty owner’s standpoint and the
royalty owner is generally the landowner, the tax reduced the royalty
owner's income by at least 30 percent. I’)l read a letter from a lady
here in Winfield. This is to whom it may concern. It says in 1922, my
father borrowed money to buy a farm. He struggled through the
depression years. Fortunately he had a profession to back his farming.

gmall oil was discovered on the place, which has been the salvation
of the holding. Now my sister-in-law, who is in her eighties, and T,
nearing 80, are co-owners. She is in a nursing home in Tulsa, Okla.
with terrific expenses. I have been more fortunate in that I am able to
care for myself. We are both retired schoolteachers.

Our first check, April, after the windfall profit excise tax, reads
something like this: Owner’s gross value $404.82, owner’s net value
$203.83. That means that $140.99 was withheld. Approximately 36
percent. Doesn’t this seem out of all proportion for people in our
circumstances? And, this is signed, Faith M. Hanna, 1916 Booth Street,
Winfield, Kans.

There are a lot of royalty owners in this kind of circumstance. Now,
we were speaking about how this hurt the royalty owners. It hurts
the energy business. It hurts the oil in Cowley County because the
landowner is not as likely to lease because of his reduced income, and
he may demand a bigger royalty share and this just means less pro-
duction. There are just many people who depend on royalty interest
for their primary or supplemental income. The producer is also hurt
in that it takes funds, a large percentage of which would be used for
additional drilling. f

I was talking to a small independent the other day and he said the
windfall profit tax has taken $5,000 a month from me, and that sounds
like a lot of money, but he said that is my drilling money and when
the wells in that area are completed at about $100,000, you know that
isn’t as much money as it sounds like.

This tax will cause a lot of stripper wells to be plugged. You can
see attachment four from an independent operator in which he’s plug-
ging five wells because of this tax.

There’s another factor involved in this. Investors who share the
expenses of many wells drilled in the county are not as willing to or
won’t provide money for drilling. Land is more difficult to lease, and
this is another factor which I believe is true. An independent who buys
& major oil company’s production, generally stripper production. has
to pay the windfall profit tax like the major companies. This will
cause many wells to be plugged in itself.

From a county standpoint we estimate the tax will take approxi-
mately $19 million from the county. Very few of these dollars sent
to Washington will come back to our county. Much of this tax money
would have been spent on the streets of our town.

And, from the county’s standpoint, the windfall profit tax takes
& bigger share of the producer’s capital. This leaves less to find more
oil in other sources of energy. Across the next two decades, we’ll have
to develop other sources of energy. I think any scientist will tell you
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that. Who is really better equipped to do this than the people in the
energy business in the United States. This takes enormous amounts of
capital. This money sent to Washington as an excess profits tax will
mostly be used to grease the skids of the bureaucratic runaway that

we're experiencing now. _
We say let us alone, let free enterprise work. Let supply and demand

run its course. Free Americans allowed to make a proiit will find our

future energy needs. )
We all know the Washington bureaucrats can’t do as good a job.

Free enterprise with operating capital is the bottom line to a good

future. . -
I thank you a lot for letting me testify.
[The attachments to Mr, Frazier's statement follows:]

ATTACHMENT No. 1

To Whom It May Concern: In 1922 my father borrowed money to buy a farm,
He struggled through the depression years—fortunately he had a profession to
back his farming.

Small ofl was discovered on the place, which has been the salvation of the
holding. Now my sister-in-law who is in her eighties, and I, nearing eighty are
co-owners. She {s in a nursing home in Tulsa, Oklahoma with terrific expenses.
I have been more fortunate in that I.am still able to care for myself. We are
both retired school teachers.

Our first check, April, after the windfall profits excise tax reads something
like this: Owners gross value, $404.82: owners net value, $283.83. That means
that $140.99 was with held. Approximately 38 percent. Doesn't this seem out

of all proportion for people in our circumstances?
Farra M. HANNA,

(Mrs. Robert J.).

ATTACHMENT No. 2
Mrs. FreipA M. BREWER,
Winfield, Kanas. . -
Amount earned per month:

December e —————— $60
JADUALY o o e e et ¢ e mm—mm—— i —————————————— 60
February o e e —— e ————————— 60

60

MATCR e e e ;e ———————————————
Less Windfall Profits Tax=39.60. ;

Earnings used to pay utilities.

Windfall Profits Tax took 20.40 away. She had to take money from her South-

western Bell pension to pay the utility bhill.
This information is witnessed for Mrs. F. M. Brewer by her son, 1I. J. Brewer,

Jr., 321 West 9th, Winfleld, Kansas 67156.

wifness.

ATTACHMENT No0.3

WiNFIELD, KANS., May 21, 71980,
Jorx~ H. NATION,
Pelrolcum Enterprises,
Winfleld, Kana.

DEeAR M&. NaTION : I have reviewed your proposal to lease some of the property.
that I own. Diue to the fact that the last payment that I received for the royalty
interest was cut so drastically by the Windfall Profits Tax, I amn not interested
in leasing any land at this time. I wish to thank you for your consideration in
this proposal.

Sincerely,
KENNETH WAITE.
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ATTACHMENT No. 4

CAMBRIDGE, KANS,, May 21, 1980.
JoHN H. NATION,
Petrolcum Enterprises,
Winfield, Kans.

DEAR MR. NaTION : I have reviewed your proposal to lease some of the property
that 1 own. Due to the tact that the last payment that I received for the royalty
interest was cut so drastically by the Windfall Profits Tax, I amn not interested
in leasing any land at this time. I wish to thank you for your conslideration in
this proposal.

Sincerely
' RICHARD BEAMER.

WINFIELD, KANS., May 21, 1980.
JouN H. NATION,
Petrolcum Enterprises,
Winfield, Kans.

DEArR MR. NaTION : I have reviewed your proposal to lease some of the property
that I own. Due to the fact that the last payment that I received for the royalty
iuterest was cut so drastically by the Windfall Protits Tax, I ain not interested
in leasing any land at this time. I wish to thank you for your consideration in
this proposal.

>incerely,
DANIEL SMITH.

WINFIELD, KAXNS,, May 21, 1980.
JoHN H. NartioN,
Petroleum Enterprises,
Winfield, Kans.

DEAR MR. NaTIoN : I have reviewed your proposal to lease some of the property
that I own. Due to the fact that the last payment that I received for the royalty
laterest was cut so drastically by the Windfall Profits Tax, I am not interested
in leasing any land at this time. I wish to thank you for your consideration in
this proposal.

Sincerely, B W
0YD WAITE,

ATTACHMENT NoO. 5 _

CAMBRIDGE, KANS., May 21, 1980,
Joux~ H. NaTION,
Petroleum Enterprises,
Winfield, Kans.

DEAR MR. NaTION : I have reviewed your proposal to lease some of the property
that I own. Due to the fact that the last payment that I received for the royalty
interest was cut so drastically by the Windfall Profits Tax, I am not interested
in leasing any land at this time. I wish to thank you for your consideration in
this proposal.

Sincerely,
- FORREST BEAMER.

ATTACHMENT No. 6

PETROLEUM ENTERPRISES,
Winfleld, Kans., May 22, 1980.
Mr. STEVEN FRAZIER,
Winfleld, Kans.

DEeAR MR. Frazier: Confirming our conversation, I submit the following.

Due to the reduction in income caused by the Windfall Profits Tax on our
marginal wells, Petroleum Enterprises is reviewing the cost for operation of their
various leases.

lAt tet(xle present time, ihe following wells or leases are to be sold or pulled and
plugged.
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Holman Well #1—Southwest quarter section 19, township 33, range 3 east,
Cowley County, Kansas.

Denton Well #1—Southwest, southwest section 3, township 31, range 8 east,
Elk County, Kansas.

Pickell Well #2—Section 30, township 30, range 11 east, Elk County, Kansas.

Pickell Well #7—Northwest quarter, southeast quarter, southwest quarter, sec-
tion 30, township 30, range 11 east, Elk County, Kansas.

Murray Well #2—Northwest quarter, section 27, township 34, range 11 east,
Chautauqua County, Kansas.

Upon completion of our survey, there is no doubt that more wells will become
uneconomical and will require plugging.

Sincerely
' JoHN H. NATION.

Senator Dore. The letters that you attached have all been made a
part of the record. I think there is one in particular that really tells
the whole story. This letter tells about a lady who is receiving $60 a
month in oil royalties and she used these earnings to pay her utilities.
The windfall profit tax now takes away about $20 and that leaves only
$40, so she now has to take money from her Southwestern Bell pension
to pay the utility bill.

My, Frazier. That’s right.

-- Senator DorE. I think this is another indication of what the Con-
gress has done, perhaps unintended and without understanding the full
impact. I have had a chance to leaf through their letters. It's been indi-
cated that in some of the mail I have received, that landowners do not
intend to lease any land until this tax expires, That same view was
ex;srressed this morning in Oklahoma.

enator Boren. That’s right. It was. There were several people who
said we just are not going to lease any more.

Mr. Frazier. This is true in our county. We know this to be a fact.
People that would lease, you know, it’s interesting in the United
States, our position in the Middle East as we all know is quite critical
at this time, and we have got to have energy here and oil is the only
source right now, and if we don’t have some help along the road to
develop other sources, we're going to be in bad shape. In fact, we may
have to go back to the trees, I don’t know. . .

Senator Dore. Thank you very much. Do you have copies of his
statement ¥ Thank you.

Orville Huss, I might, while Orville is cominﬁ to the witness table,
introduce my wife, Elizabeth, who has been out here for 3 days travel-
ing around Kansas. Elizabeth, you want to stand up{

And I think the record should show before anybody concludes that
this is some selfish hearing, that neither Senator Boren nor Senator
Dole have any royalty income. We don’t have any interest or any oil so
let the record show we're not here trying to promote sorething that
will benefit us.

STATEMENT OF ORVILLE HUSS, EXECUTIVE VICE PRESIDENT,
GREAT BEND CHAMBER OF COMMERCE, GREAT BEND, KANS.

Mr. Huss. My name is Orville Huss and I’m the executive vice presi-
dent of the Great Bend Chamber of Commerce.

The windfall profit tax is the most massive and complex tax ever
imposed on an industry in the history of our Nation.
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The impact of this tax is also massive to Kansas and to Barton
County, one of the top oil-producing counties in Kansas.

The 180,000 barrels of o1l produced per day in Kansas will pay ap-
proximately $800 million a year in this new unfair tax. This $800 mil-
lion per year would revolve five times in the spending cycle, so the real
impact is $4 billion of added value dollars lost to Kansas.

T'he farmer, with troubles enough, now will pay windfall profit
tax and reduce his royalty check. ‘I'he oil producer will have less
money for new exploration, and the major oil companies will pass the
tax on to the consumer so that everyone will pay a part of this new
unfair tax. -

Next to agriculture, the petroleum industry is one of the largest
employers in the private sector in Kansas.

The ripple effect of the windfall profit tax on the overall State
economy will be great, over $2 million per day in the State of Kansas.

We firmly believe that the windfall profit tax is unfair to the pe-
troleum industry and to every American. Thank you.

Senator DoLe. Thank you, Orville. I think you’ve touched on a good
Eoint—that is the amount of money which is being moved out- of

arton County and any other counties that we have production. It’s
5oing to be gone forever, money that would have been spent up and

own Main Street in Great Bend, Kans., or Russell, Kans.—money
that would have put people to work will be gone. I think that’s a point
Senator Boren made. I wish you would repeat the figures for Okla-
homa because Kansas does not have quite as many wells. They have
about two or three times the number of wells, but we have about the
same ratio.

Senator Borex. We had testimony this morning, we talked about
$800 million, it would be about $2 billion a year. Of course, as some-
one indicated in one of the letters we had just a minute ago, we're
taking it away from people who can’t afford to give it up, then I guess
we're going to have to pay Government aid to some of the people who
are going to have these checks taken away from them, then they’re
going to have these checks taken away from them, then they’re going
to have to turn to the Government to pay the nursing home bills or
something else, as one of these letters indicated.

It kind of reminds me, Bob, of the story of the little boy that we're
heard so many times. You remember, he wrote a letter to Santa Claus
and said, Santa, please send me $10. It was delivered to the President
in Washington. He said he couldn’t afford to send the boy $10, but he
sent the little boy a dollar. The little boy wrote back again and said,
Dear Santa, thanks for sending me the $10, but next time don’t send
it through Washington. —_

It’s a tragic mistake, it’s a tragic mistake because we’re setting the
stage and I think your statement indicated, and others have indicated,
and I don’t think we should fool ourselves about this. We all know
that it takes capital to produce income, whether we’re talking about
drilling an oil well, or a gas well, or opening a coal mine, or building
a solar cell. It takes capital; it takes investment; it takes money, you
can’t do it for free. Now, if we drain off all the available money in this
country for this tax, $227 billion in windfall on top of an estimated $67
billion additional income taxes as a result of oil decontrol, that’s almost
$1 trillion. -

/
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If we drained that off from the free enterprise sector and put that
in the hands of the Government, what we’re saying is that free enter-
prise will no longer have the capital necessary to do the job. The only
place people can turn is to the Government to try to do something about
the profit. It’s a tragic and dangerous precedent, just like we’re talking
here of 70 percent tax on property because all we’re doing is setting
precedents for an end to our free economic system in our country if we
allow it to happen in this critical sector of our economy, and I think
you’ve helped us put our finger on that.

Senator DoLe. I might say to the people standing, there are a few
seats in the upper balcony and to my left if you would like to sit down.

I think another frustration is that tax is seeming wasted. I am not
trying to find horrible examples, but I read in the Washington. D.C.,
paper yesterday, that during an investigation of one of the CETA
job programs they found out some of the CETA money has been spent
on happy hour training. They actually had training programs to tell
people how to behave themselves during the cocktail hour. Now, that
may not be the proper expenditure of your funds. I certainly don’t
think so. This clearly is another factor that irritates people in the
audience who have to pay 36 percent of their taxes.

Next, Doug McClure. Doug is with Paulsen & McClure of St. John,
Kans. I might say to any witness that their entire statement will be
made a part of the record. For those who might have a written state-
ment that would like to make it part of the record, we have a table
on my left and would be happy to receive that statement. Go ahead.

STATEMENT OF ﬁOUGLAS L. McCLURE, PAULSEN & McCLURE,
ST. JOHN, KANS.

Mr. McCLure. Senator Boren, members of the Senate Finance Com-
mittee, I wish to express my appreciation for the opportunity to present
testimony concerning Senate bill 2521, My name is Douglas I.. Me-
Clure of the law firm of Paulsen & McClure, St. John. Kans. I come
before you today representing several of our clients who have royalty
interests in oil production.

Let me begin my comments by stating it was a shock for all of our
clients who receive oil royalty checks to discover that they are now
classified and treated the same as if they were a large multinational
oil conglomerate. When the March checks came in these royalty owners
contacted our office wanting us to clear up the obvious mistake which
- resulted in their reduced oil royalty check. They were extremely sur-
prised that they were now being asked to pay this tax. Their surprise
arose from the fact that the President of the United States had stated
that he was going after the big oil companies and these big oil compa-
nies would shoulder the burden of paying the tax. Clearly a;majority
of the royalty owners did not understand the scope or breadth of the
coverage of the windfall profit tax.

The inequity of taxing small royalty owners at the same rate as big
oil companies should be readilv apparent. Perhaps some examples of
how the windfall profit tax will work a hardship on the small royalty
owner would be helpful. Our office serves as conservator for several
- older retired persons. These persons are not capable of managing their
own affairs so the court appoints a conservator to receive income and
pay expenses. )
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Our office serves as court appointed conservator for a person I will
call Miss G, a 56-year-old womam Her total actual 1979 income was
$16,770.23. And, if you have a copy of my statement, I refer you to
exhibit No. 1 on the last page where I have noted her income and ex-
penses. Included in this total was the sale of 3 years of wheat and 4
years of milo. Her expenses totaled $10,276.77, giving her a $6,493.46
surplus of income over expenses for the year. For 1980, her royalty
check will drop by at least $3,622.00 or 35 percent due to the applica-
tion of the windfall profit tax. She will only have one crop of wheat
and miloto sell so her projected 1980 income will drop by over $7,657.00
to $9,113. This drop 1n income will come at a time of high inflation
and increased cost for her personal care. In July of 1979, Miss G’s
expenses for staying in a rest home increased from $525 per month
to $950 per month overnight. This will increase her expenses by al-
most $3,000. In 1980, I project that Miss G’s income will fall $3,947
short of her expenses. Clearly Miss G does not receive any windfall
from her oil foyalty; in fact, it appears that assets will have to be
sold in order to pay Miss G’s living expenses associated with her care
provided by the rest home.

Mr. H is a retired farmer who is over 80 years old. During his pro-
ductive years he was a very frugal businessman who saved for his
retirement. He too is a resident of a rest home. Mr. H’s 1979 income
totaled $11,580 and his expenses were $10,438, giving him a surplus
of $1,142.In 1980, I project his royalty income will decrease from
$2,387 to $1,552 and his income will exceed expenses by only $307.

These projections for Miss G and Mr. H assume that their oil
production will not decrease this year, which is unrealistic because
stripper production in Kansas is declining. The projections do not
reflect the depressed wheat market which has dropped over 50 cents
since the Government imposed embargo on shipments to Russia. The
projections do not allow for the increasing costs of medical care re-
quired by a person who resides in a rest home.

_Clearly these persons were not the intended target of the windfall
profit tax and yet they are treated the same as the big oil companies
who have millions of dollars of assets.

What word do we have for those small farmers who purchased
their first tract of land based on the fair market value of the produc-
ing oil well located thereon only to see that value drop by 35 percent.
What word do we have for those retired persons, many of them farm-
ers, who face ever increasing medical costs and are trying to live out
their last days on the income provided by oil royalty from stripper
wells. What word do we have for those thousands of small royalty
owners who have tied up their life savings in small royalty
Investments. '

Ladies and gentlemen, I submit to you that the word we have to
share with these people is this: You can expect further Government
interference with your lives by a Government which imposes the larg-
est single tax in our history at a time when tax cuts are desperately
needed; you can expect reduced domestic oil production at a time
when the Mideast oil cartel has this country by the throat; you can
expect increased Federal spending with the accompanying increased
regulation at a time when all sectors of the economy are carrying
a heavy tax burden and being chocked by Federal regulation.
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Certainly Senate bill 2521 would provide much needed relief for
those small royalty owners who are currently taxed at a 60-percent
rate on the difference between the base price and market price. I believe
S. 2521 will help to ease the onerous burden placed on those small
royalty owners who are retired and living on a fixed income in a time
when the cost of living and the cost of quality medical care is dou-
bling every 6 years. This bill would provide some measure of relief for
those farmers who are struggling to survive in the face of depressed
farm commodity prices brought on at least in part by a Government
imposed grain embargo. ..

It has been estimated that the Federal Government will collect at
least $400 milllion in windfell profit tax within Kansas. This sum is
staggering when you consider that this is over one-sixth of the total
expenditures for the State of Kansas for fiscal year 1980, and equal
tso the amount spent for development of oil and/or gas within this

tate.

The 10-barrel-per-day exemption for small royalty owners con-
tained in Senate bill 2521 certainly will have minimal impact on the
income received by the Federal Government, however, it will go a
long way toward the furtherance of justice and equity as far as the
small royalty owners are concerned.

Gentlemen, on behalf of my clients, T ask you to wholeheartedly
support Senate bill 2521 and work for its early passage. Thank you
for this opportunity.

[The exhibit to Mr. McClure’s statement follows:]

Exnarsrr No. 1

Projected
Income 1980 income

Example No. 197I\_ﬂn. G, a 56-year-old woman:

Income 1979
LT I 7 L 7 $10,349.05 $6,727
Farm:
Fyears Wheat. . i ieiiiiieeiaanaineenas 4,042.12 1,34
A years MU0, .ot 1,786.06 us
Interestincome. . . .. ... .. iiieiiiiieeeaee- e m—nn 5§93.00 593
Total INCOM. e eeetececcmcanenenoenanaae 16,779.23 9,113
Expenses 1979:
L L N 8, 616. 00 11, 400
Taxes and fertilizer_ .. iieenieereenan———- 1,025.77 1,025
Administration BXDONIE. ..ottt aas 365.00 635
Total OXPONS . .o i eeaneaaaaes 10,276.77 13,060
InCOme 1oss @XPeNSES. .. . ... ... ieeeieeeiaeeeaeann 6,493.46 -3,947
Example No, 2—Mr. H, 80-year-old retired farmer: c——
79 income:
(T 2P 2,387.00 1,552
1T 2,489.00 2,489
L1 (T £ ¥ 6,704.00 6,704
Total INCOMe. e oo caieneeceeeaeecemanaeeenaaaan 11, 580. 00 10, 745
1979 expenses:
LT L 8, 835.00 8,835
Taxes and fortiizer. . .. oo ceeceaaea———nnan 679.00 619
Administration expense. .. ........o.eeeeeniiieeiereaccnrenacannnnnaaan 924.00 924
Total OXP NS, .o eeeeiiiiiceeeecceeceameceaeecmennenaaan 10, 438. 00 10,438
INCOME 1888 @XPONIE. o oo ieneeeeceenee e annamaeaannn 1,142.00 307

1 Rest home room Increased from $525 per month in July 1979 to $950 per month in August 1979,
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Senator Bogren. I want to thank you for a very good statement, and
the specifics that you get into are these two case studies, and I think
they are very very valuable, I believe, to us in the record, and some
examples that I certainly want to call to the attention of our col-
leagues as Senator Dole and I go around and talk to the members of
the committee individually. They will be very helpful and we ap-
preciate the time you spent putting this together. )

Senator DoLe. I think it’s an excellent statement and the kind of
testimony we need to persuade our colleagues that everybody in the
oil business is not wealthy, with a vacht and Cadillac and four or five
—.summer homes. We appreciate it very much. .

The next witness is Duane Chrisler from Winfiéld. I might say while
Duane is coming up, that I do not see these two gentlemen on the wit-
ness list, but they arc a couple of men I know very well, Norman
Brandeberry and Cliff ¥olland from Russell, Kans,, and they did
come to Washington a number of times. They joined the people of
Oklahoma, I might add, Bud Stewart, and others, in a last-ditch effort
to defeat the windfall profit tax. They were not successful. Anyway,
I think I should recognize that there have been a number of Kansans
alerted to the problem before the bill finally passed. Duane.

STATEMENT OF DUANE CHRISLER, WINFIELD, KANS.

Mr. CurisLer. Senator Dole and Senator Boren, I appreciate the
opportunity to testify here today. I am a Cowley County, Kans,,
farmer-rancher and royalty owner. There are four stripper wells pro-
ducing on my land at this time.

Cowley County has had some oil production for many years but had
not been extensively developed until the energy shortage developed
and oil prices increased to the point where it became economically
feasible. With higher prices came more drilling rigs and opportunities
to lease land for oil. Most of these new wells become stripper within a
few months to 1 year after they are drilled. In spite of this, they col-
lectively make a significant contribution to the supply of energ{l.

Land prices in this county have long been higher because of the pos-
sibility that oil might be found. When I bought my land I paid more
than might have been justified for farming or pasture purposes alone.
Therefore, I maintain that I have an investment in the oil rights that
T shonld be permitted to recover and to receive a return on. Windfall
profit tax has been deducted from my last oil checks amounting to
about one-third of the total. At a time when a Government embargo on
exports has reduced prices about 50 or 60 cents per bushel, I was count-
ing on what oil income I had to keep the farm business in operation.
Then the windfall profit tax was enacted and knocked a big hole in
that. In my opinion, this amounts to confiscation of one-third of my
royalty by the Government. I think this is the most socialistic thing
that has ever happened in the United States. It is also unfair that
royalty owners should be paid more than the producers.

Another effect of the windfall profit tax will be to reduce the prop-
erty tax base for local units of Government. I visited with my county
appraiser yesterday and found that the valuation placed on o1l will be
reduced in proportion to the windfall tax. I am a member of my local
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board of education. We have been able to meet a lot of the increasing __

costs of education through increases in valuation rather than making
drastic increases in the mill levy.

The actual value of land oifered for sale has already been demon-
strated to be lowered by the imposition of the windfall profit tax in
our area.

The President has told the American people that the windfall profit
tax is taking money from the huge o1l companies who are making
enormous profits to do all kinds of good things. Actually royalty
owners and independent producers are paying a great amount of tax.

I see several things happening as a result of this. I know of several
instances in my county where landowners have refused to lease their
land since this went into effect. I fear that producers will abandon
some small strippers and that some new wells might be plugged which
could produce some oil. We must all work together to produce all the
oil we can here to reduce dependence on foreign oil.

My parents, who are in their middle seventies, still operate their
farm in Ellis County. They have some farm income, some social secu-
rity, and have a very small stripper oilwell on their land ; the income
from which goes to reduce the mortgage on the land. They are cer-
tainly not oil profiteers.

I feel that there are great inequities and discrimination in the wind-
fall profit tax. I will wholeheartedly support your efforts to correct
these problems. I also think that oil producers must be treated fairly

-or development of new production will also slow down or cease.
Thank you. ™ “

Senator Boren. Thank you very much, your statement was very
helpful.

Senator Dor. I was trying to get the applicable percentage of the
amount paid by independents and royalty owners. I believe that
royalty owners and independent producers pay a good chunk of the
$227 billion to be raised by the windfall tax. We'll furnish the exact
amount for the record. Thank you. Irene Shirer.

STATEMENT OF IRENE SHIRER, HOISINGTON, KANS.

Ms. Suirer. Senate Finance Committee, Hon. Senator Robert Dole,
Hon. Senator David Boren, this is my statement regarding windfall
profit tax on royalty. ]

My name is Irene Shirer. I am the daughter of Anna Dietz, who is
presently residing in the Cherry Village Nursing Home of Great
Bend. My mother's health will not allow her to testify. I would like
to relate the story of my father and mother, Joe and Anna Dietz.

As a boy of 8 years old, Joe Dietz left home and made his way in
the world. From that time until his death, dad worked as a laborer
and tenant farmer, until 30 years old, when he and mother married.
He continued as a tenant farmer and later he and mom were able to
buy 820 acres of land in the Cheyenne Bottoms, which they finally
paid off during World War IT. .

In 1946, dad suffered a coronary and had to retire from farming,
which did not allew time to accumulate any wealth. The farm was
rented. As you know, one-third of the crop after taxes et cetera, does

not leave much to subsist on.

-~
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Dad died in 1964, leaving the farm to mom. Shortly after his death,
she was fortunate in having two oil wells drilled on the farm, both
of which are strippers, producing very little oil.

The oil check and farm rent are mother’s only means of support.
Now the Government takes 60 percent of everything over $16 per
barrel of her oil and calls it a windfall profit.

If all of dad and mom’s work to buy the farm and pay for it is a
windfall, then I think there is something wrong with the President
and most of the Congress of the United States. I do not believe the
writers of the Constitution ever envisioned any such confiscation as
is being perpetrated by the Carter administration. I thank you for
your consideration.

Senator DoLe. Thank you very much, Irene. Again, this testimony
is another indication of what a hardship this tax is working on a
number of people, particularly people like your mother.

Charlie Steincamp.

STATEMENT OF CHARLES W. STEINCAMP, GREAT BEND, KANS.

Mr. SteINcaMP. Senator Dole and Senator Boren, first I would
like to compliment both of you on your intelligence, vision, and states-
manship opposing the windfall profit tax in its inception and right
now until we were faced with it.

The windfall profit tax is an excise tax; it’s discriminatory, uncon-
stitutional, against majors, independents, royalty owners alike, and
is a confiscation of property by the Federal Government.

To quote William Simon, “where there’s no economic freedom, there’s:
no political freedom.” I'm sad to say we're losing both in this our
country.

This is an excise tax that will be paid by the consumer of petrolenm
products and disguised by the administration as a tax on Proﬁts. Not
so; this tax has no relationship whatsoever to profits. The royalty
owners and independents have no way to pass this tax on. The majors
can and should pass it on to the consumer. We're the only ones that
can bring the Government the tax it’s imposed.

This tax should be repealed in its entirety.

I would like to address the overriding royalty interest along with
the landowners’ royalty which has been pretty well covered which I
thoroughly agree with.

The overriding royalty interest is not a true royalty inasmuch as ™~
it is carved out of the working interest—nothing to do with the one-
eighth royalty interest. An example is one-thirty-second overriding
royalty of seven-eighths working interest, which is over and above the
landowner royalty. The overriding royalty should, at worst, be treated
at the independent rate if the owner qualifies as such. - '

The overriding royalty in Kansas and the midcontinent area is usu-
ally owned by the independent oil operator, geologist, and petroleum
engineer, These are the people that are the oil finders, and most geol-
ogists in Kansas, or a great number of them, work for a reduced salary
over what their counterparts in a major company receive, but part of
their compensation has historically been a retention of overriding
royalty. Suddenly, the Federal Government takes away 35, 60, 70 per-

/
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cent of these oil finder’s salaries which certainly goes without saying
tends to destroy incentive. The Government has aiready done enough
to destroy incentive by the stretch of income tax, regulations, and so
forth.

I believe the windfall profit tax should be repealed. I thank you
for the opportunity to testify.

Senator DoLk. Charlie, I think we have another misconception about
the oil business. There are a lot of people, I think probably some even
in Congress, who think you just go out and punch a hole in the ground.
Do you find oil every time you look for it ?

Mr. SteiNncamp. Senator Dole, I was spotting maps in Hodgeman
County the other day and since I'd spotted them, there have been nine
wells drilled. Of those nine wells, eight were dry holes, 1 produced 7
bt;lrrels of oil per day and 32 barrels of water. Now, that’s not too
whoopy.

Sengtor Dore. Well, that has been adequately discussed. I think
it should be part of the record. I know Senator Boren is familiar with
it. Again, I think this problem was caused by a lack of information
and misunderstanding. People just think oil is flowing on the ground
and if you just go out with a bucket or barrel, you can go into the
oil business. We made the case for the overriding royalty holders in
the conference but there weren’t many votes there. Again, they had to
find the revenue and they just taxed everything in sight. :

“Mr. Steincamp. Senator Dole and Senator Boren, I'm well aware
of the good fight you two put up and certainly all of my constituents
are aware of it and we appreciate it.

Senator Borex. Bob, you talk about the risk of undertaking a num-
ber of dry holes. I actually had a Member of Congress ask me this™
question. This indicates the frustrating situations we deal with. He
sald, how do we know there’s not some progress? What kind of form
do they file when they ask the Government to pay them for the dry
holes they drill? This is actually a question I was asked.

Senator DoLE. There are a lot of dry holes in Congress, I think.
Thank you.

Mr. Steincame. Thank you, Senator.

Senator Dore. Ralfe Reber is the president of KIOGA—Kansas
Independent Oil & Gas Association—accompanied by Don Schnacke,
the executive director. KIOGA was very helpful, as I’'m certain the
Oklahoma independents were helpful to.Senator Boren, throughout
the 11-month period that we considered the windfall profit tax. We
appreciate very much your attendance today.

STATEMENT OF RALFE D. REBER, PRESIDENT OF THE KANSAS
INDEPENDENT OIL & GAS ASSOCIATION

Mr. Reser. Thank you, Senator Dole, Senator Boren. My name is
Ralfe D. Reber. I reside in Wichita, Kans. I am president of my own
independent oil producing company, Petroleum Management, Inc.,
with operations in Kansas, Nebraska, and Illinois. I am currently
serving-as president of the Kansas Independent Oil & Gas Associa-
tion, a 41-year-old association of independent oil and gas producers
and supporting industries in Kansas. KIOGA is commongly recognized
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as the chief spokesman for the independent oil and gas producers
opcrating in Kansas,

We are very appreciative of the opportunity to appear before you
and to express our views concerning the effect of the windfall profit
excise tax on the independent segment of our industry.

From the beginning, we have opposed the concept of the windfall
profit excise tax, since it diverts to nonenergy purposes funds which
should be used for greatly expanded domestic o1l and gas exploration
and development. We estimate that the drain of this tax on the Kansas
oil and gas industry and on the Kansas economy will be approximately
$400 mi%lion per year, a figure which coincidentally is not far from
actual current drilling expenditures within the State, We are con-
cerned that our steady increase in drilling activity will level off, and
that abandonment and plugging of marginal production will accelerate
as & direct result of this tax.

Proponents of the windfall profit excise tax have praised the fact
that it will eventually decontrol the price of crude oil, and this is in-
deed a worthwhile goal. While some States with a high percentage of
old oil are receiving gradually increasing oil revenues, this is not true
in Kansas, Because of our high percentage of previous decontrolled
stripper oil and newlY discovered oil, the tax to us is, in pure and sim-
ple terms, a price rollback.

Kansas has demonstrated what the free market price can do in
our industry. In terms of percentage of stripper production, 78 per-
cent, and percentage of total wells, 90 percent, Kansas is the leading
stripper State among those States producing more than 100,000 barrels
of oil per day. In 1972 our production was declining at a rate of 10
gercent per year, and we had only 24 drilling rigs in operation.

hanks to the decontrol of stripper well oil in November 1978, we
have broken the decline and at the end of 1979 we were actually

roducing more oil than we were in the end of 1978. This is due in
arge measure to increased drilling activity. We now have more than
100 rigs in operation, but it is also a result of greatly increased activ-
ity in workovers and reactivation of wells which had been tempo-
- rarily abandoned. Money is being spent to increase production, and
that money is coming out of stripper wells.

I have been active in National Stripper Well Association for 10

ears, and served as president of that association from 1976 to 1978.
have reviewed the figures on all of the stripper areas, and find that
the tremendous drilling and workover activity is not a Kansas phe-
nomenon. It is apparent in every area which is predominantly stripper.

Joe B. McShane, Jr., current president of the National Stripper
Well Association, reported May 12, 1980 at the association’s midyear
meeting in Denver, that there had been a 40-percent reduction in the
abandonment rate of stripper production in America due to the free
market price for stripper oil. He predicted the return to the abandon-
ment rate of 15,853 wells per year, a rate established prior to 1973,
as compared to the 1976-78 average rate of 9,098 per year. The 1979
figures from Texas, Oklahoma, and Kansas, with more than one-half
of the Nation’s stripper production, indicate that 1979 abandonments
will be considerably below the 9,000 figure, undoubtedly due to fur-
ther price increases in 1979. As a result of the windfall tax, Mr.
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McShane predicts that there will be an increased abandonment of
67,500 welfs over the next 10-year period, 1980-90, resulting in an
estimated loss of 350 million barrels of oil during that period. Kansas
is not exempt from economic realities, and we will experience our
share of increased abandonments and lost production.

I think pretty near, in view of the main purpose of this hearing,
royalty exemption, to point that out again, tﬁe ible loss of 67,500
wells, the royalty exemption won'’t save those wells because the operat-
ing expenses take them down the drain.

'e are aware of your efforts to exempt royalty owners from the
tax. We compliment you for this effort and we are aware and con-
cerned that royalty is excessively taxed as a result of the legislation.
We also are aware of the legislative history and how the legislation
turned into a revenue measure rather than constructive energy
legislation.

With such a high percentage of Kansas production being in the
strif)ﬁzr category, we believe that the interests of the royalty owners
wil best served by eliminating the price rollback of stripper oil
which occurred on March 1, 1980. While the gross benefits of this
action will be of greater benefit to producers than royalty owners on a

rcentage basis, royalty owners will long-range receive a greater

enefit than they would from a simple royalty exemption, since the
record shows that increased producer income will be reflected in more
drilling and workovers, thus providing royalty owners with more
income,

I might inject a point here which is not in the regular text. Most in-
- dependent producers have been carrying, since the price of oil went
up and some of the better wells are making a good profit, they’ve been
carrying a profit for wells rather than plugging them, hoping that
there will be some kind of laboratory breakthrough to help them in
the water flooding and so forth, and this type of well is going to be hurt
with the loss of income. So, those stripper wells and producers just
slilmply_ won’t have the ability to carry them at a loss, to get rid of
them.

We understand that the windfall profit excise tax contemplates
receipts by the Treasury of $227 billion over the next 10 years. How-
ever, we believe that the actual take by the Treasury will exceed the col-
lection rates which have been anticipated. Also, we believe that Fed-
eral income taxes collected by the Treasury Department on April 15,
1980, from oil producers, will exceed estimates by a considerable
amount,

'We thus believe that a stripper well exemption can be accommodated
without impairing the goal of $227 billion. We would urge this com-
mittee to obtain the figures necessary to explore this possibility, to
place the stripper well exemption in the realm of the possible. If pro-
ducers are to be denied windfall profits we believe that the Government
should also be denied the windfall of extra tax collection to be used for
more bureaucracy and political purposes. ) )

Another inequity that needs to be addressed is the unfairness of not
recognizing the State-authorized and administered tax on oil proper-
ties In Kansas. We do not have a severance tax. We have a property
tax, which is commonly believed to be approximately the equivalent
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of 5 percent severance tax. In 1980 it will probably exceed $100 million.
The tax parallels production and prices.

We believe the I{ansas tax needs to be recognized under the wind-
fall tax calculations. We suggest that legislation be introduced to peg
the Kansas tax at 5 percent for the purpose of the windfall tax cal-
culations. It will save the producers and royalty owners alike about
20 cents a barrel if we are treated by different stages. We have a dif-
ferent type of tax.

‘We sincerely believe the exemption of stripper wells, which will
primarily benefit small independent producers and royalty interests.
as well as recognizing the Kansas ad valorem taxes for the severance
tax adjustment to the windfall profit tax, is in the best interests of
our country in assuring maximum production from marginal oil pro-
ducing properties.

We believe the Congress should incorporate our proposals in changes
to the windfall profit tax in order to maximize production in Kansas
and correct inequities that have been written into the existing law.

I’ve been to Washington a number of times and been on the phone
to Washington a lot. And, I want to address this to the people around
me, rather than the two Senators in front of us. These two Senators
are the most knowledgeable in the stripper well area in the entire
Senate and they have done just tremendous work in that segment. We
appreciate your efforts very much. Thank you.

enator DoLk. Ralfe, that was an excellent statement. We appreciate
it. As I indicated before, I still hope that we might do something more
for the independent producer. As you know, the bill that left the Sen-
ate had a good provision in it as far as stripper production was con-
cerned a 1,000 barrels per day exemption for independent producers.
This exemption should take care of most production, but again, it was
lost in the conference. Your statement makes a good point that I believe
Senator Boren would agree with. Even if we had a royalty exemption
and the guy producing the well was losing money and shuts it in, it
would not do much for the royalty owner. So there is a tie between
producers and royalty owners that needs to be addressed. Our prob-
lem is trying to find revenue, and I hope we can do that. Some of us
have an 1dea of where it should come from. We hope we can get it
done, Thank you very much.

Mr. ReBer. There’s no major oil company that has done me any
real favors lately, but I still go back to the strippers and the 60 per-
cent tax on the major company stripper production. It’s going to cause
those wells to be plugged. They don’t contribute that much to the big
company. If at least maybe we could do one thing at a time, do some-
thing about this legislation, maybe have legislation that would permit
4 major if they sold the property to an independent to let it have the
independent rate that would string out a few years longer.

Senator Dore. That’s 2 good point because now a property is frozen
forever. If a major company sells it to an independent, the independ-
ent has to pay the 60-percent rate, so he may as well plug it. That’s a
. good suggestion.

Senator Boren. We certainly, both Senator Dole and I, agree they
should be put on a stripper production. We also had Tom McAdams,
who’s also another past president of the association, testify this morn-

68-742 0 - 80 - 13
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ing. We had, I remember one day in the Senate Finance Committee
w)%en we finally got a partial exemption for strippers and the Commit-
tee phase on the work on the bill 8 hours, I believe 1 entire day, just on
the stripper exemption. It’s so hard to understand when you give fig-
ures like you've given on abandonment, when something is clearly
working and we can conserve the most precious mineral resource in the
country, how people can get in the frame of mind to go ahead and put
the tax on it that will result in the loss of these resources.

And, you really hit the nail on the head when you said we realize
that what started out and was given the title of an energy bill, turned
into a revenue bill. You really hit the nail on the head because that’s
what happened and I know that. Bob and I both have the frustration
of sitting in some of the meetings when they were trying to hammer
out some complement and sit there and hear them say well, we've got
to have $25 billion more or we’ve got to have $50 billion more. That
was the whole emphasis of the situation, without anyone saying we
must have 300,000 more barrels of production or a million more barrels
of production.

e had testimony this morning from the INA A that indicated that
if we had decontrolled without the windfall profit tax we could have
had something in the neighborhood of 2 million barrels a day addi-
tional production in this country that would help us to reduce our
dependgnce on overseas sources. And the tragedy was that they didn’t
sit here saying, as we debated each provision, how much will that
reduce energy production in this country of vital supplies. Instead
they said how much tax revenue will that cost the Government, and

ou know somewhere, and we heard this awhile ago, people were talk-
ing about balancing the budget and Government spending. You know,
somewhere the message didn’t get translated right.

People have been saying, at least in Oklahoma and I imagine
Kansans feel the same as Oklahomans, that they want the budget bal-
anced but when they said that, they didn’t think about the fact there
were two ways of balancing the budget. You can balance the budget
by way of taxes to keep up the same high level of spending or you can
balance the budget by cutting back Government spending and bring-
ing it in to reasonable bounds and I have no doubt what my constitu-
ents have been saying to me, and they certainly haven’t been saying
balance the budget by raising taxes and I hoPe we can get around that,

Thank you. We know how frustrating it’s been for you gentlemen
to have to argue with those people since you do know something about
the oil business, and we do appreciate what you’ve done.

Mr. ReBer. I'd like to enter this in the record, the 1979 national
stripper well survey, a memorandum covering the updated figures
covering Oklahoma, Kansas, and Texas, and the summary of well .
plugging in Kansas from 1938 to date.

{
STATEMENT OF RALFE D. REBER, PRESIDENT, KANSAS INDEPENDENT O1L & Gas
ABBOCIATION, GREAT BEND, KANS.

My name is Ralfe D. Reber. I reside in Wichita, Kansas. I am President of
my own independent oil producing company, Petroleum Management, Inc., with
operations In Kansas, Nebraska and Illinois. I am currently serving as Presi-
dent of the Kansas Independent Oll and Gas Association, a 41 year old associa-
tion of independent oil and gas producers and supporting industries in Xansas,
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KIOGA is commonly recognized as the chlef spokesman for the independent oil
and gas producers operating in Kansas.

We are very appreciative of the opportunity to appear Lefore you and to ex-
press our views concerning the effect of the “windtall profits” excise tax on the
independent segment of our industry.

From the beginning, we have opposed the concept of the “windfall profits”
excise tax, since it diverts to non-energy purposes funds which should be used
for greatly expanded domestic oil and gas exploration and development. We
estimate that the drain of this tax on the Kansas oll and gas industry and on
the Kansas economy will be approximately $400 million per year, a figure which
coincidentally is not far from actual current drilling expenditures within the
State. We are concerned that our steady increase in drilling activity will level off,
and that abandonment and plugging of marginal production will accelerate as a
direct result of this tax.

Proponents of the “windfall profits” excise tax have praised the fact that it
will eventually decontrol the price of crude oil, and this is indeed a worthwhile
goal. While some states with a high percentage of ‘‘0ld” oil are receiving grad-
ually increasing oil revenues, this is not true in Kansas. Because of our high
percentage of previously decontrolled stripper oil and_newly discovered oil,
the tax to us {8 in pure and simple terms a price rollback!

Kansas has demonstrated what the free market price can do in our industry.
In terms of percentage of siripper production (78 percent) and percentage of
total wells (90 percent) Kansas is the leading stripper state among those states
producing more than 100,000 barrels of oil per day. In 19i2 our production was
declining at a rate of 10 percent per year, and we had only 24 drilling rigs in
operation. Thanks to the decontrol of stripper well oil in November 1973, we
have broken the decline and at the end of 1979 we were actually producing
more oil than we were in the end of 1978. This is due in a large measure to in-
creased drilling activity—we now have more tharn 100 rigs in operation—but
it is also a result of greatly increased activity in workovers and reactivation of
wells which had been temporarily abandoned. Money is being spent to increase
production, and that money is coming out of stripper wells.

I have been active in National Stripper Well Association for ten years, and
served as president of that association from 1976 to 1978. I have reviewed the
figures on all of the stripper areas, and find that the tremendous drilling and
workover activity is not a Kansas phenomenon. It is apparent in every area
which is predominantly stripper.

Joe B. McShane, Jr., current President of the Nattonal Stripper Well Assocla-
tion reported May 12, 1980 at the Association’s mid-year meeting in Denver, that
there had been a 40 percent reduction in the abandonment rate of stripper produc-
tion in America due to the free market price for stripper oil. He predicted the
return to the abandonment rate of 15,853 wells per year, a rate established prior
to 1973, as compared to the 1976-1978 average rate of 8,098 per year. 1979 figures
from Texas, Oklahoma and Kansas, with more than one-half of the nation's
stripper production, indicate that 1979 abandonments will be considerably below
the 8,000 figure, undoubtedly due to further price increases in 1979. As a result
of the “windfall tax,” Mr. McShane predicts that there will be an increased aban-
donment of 67,500 wells over the next ten-year period (1980-90) resulting in an
estimated loss of 350 million barrels of oil during that period. Kansas is not
exempt from economic realities, and we will experience our share of increased
abandonments and lost production. ,

We are aware of your efforts to exempt royalty owners from the tax. We com-
pliment you for this effort as we are aware and concerned that royalty is exces-
sively taxed as a result of the legislation. We also are aware of the legislative
history and how the legislation turned into a revenue measure rather than con-
structive energy legislation. :

With such a high percentage of Kansas production being in the stripper
category, we believe that the interests of the royalty owners will best be served
by eliminating the price rollback of stripper oil which occurred on March 1, 1980.
While the gross benefits of this action will be of greater benefit to producers than
royalty owners on a percentage basis, royalty owners will long-range receive
a greater beneflt than they would from a simple royalty exemption, since the
record shows that increased producer income will be reflected in more drilling
and workovers, thus providing royalty owners with more income.

We understand that the “windfall profits” excise tax contemplates receipts by
the Treasury of $227 billion dollars over hte next ten years. However, we believe
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that the actual take by the Treasury will exceed the collection rates which have
been anticipated. Also, we believe that Federal income taxes collected by the
Treasury Department on April 15, 1980 from ofl producers will exceed estimates
by a considerable amount. We thus believe that a stripper well exemption can be
accommodated without impairing the goal of $227 billion dollars. We would urge
this Committee to obtain the figures necessary to explore this possibility, to place
the stripper well exemption in the realm of the possible. If producers are to be
denied *‘windfall profits’ we believe that the government should also be denied
the windfall of extra tax collection to be used for more bureaucracy and political

purposes.
Another inequity that needs to be addressed Is the unfairness of not recognizing

the state authorized and administered tax on oll properties in Kansas. We do
not have a severance tax. We have a property tax, which is commonly believed
to be approximately the equivalent of a § percent severance tax, In 1980 it will
probably exceed $100 million dollars. The tax parallels production and prices.

We believe the Kansas tax needs to be recognized under the windfall tax
calculations. We suggest that legislation be introduced to peg the Kansas tax
at 5 percent for the purpose of the windfall tax calculations.

We sincerely believe the exemption of stripper wells, which will primarily bene-
fit small independent producers and royalty interests, as well as recognizing the
Kansas ad valorem taxes for the severance adjustment to the windfall profits
tax, is in the best interests of our country in assuring maximum production from

marginal oil producing properties.

We believe Congress should incorporate our proposals in changes to the “wind-
fall profits” tax in order to maximize production in Kansas and correct inequities
that have been written into the existing law. Thank you!

RALFE D. REBER.

Senator Dore. Thank you, that will be made a part of the record.
We're right on schedule. We have only three witnesses left and Sen-
ator Boren will stay as long as he can. He has to be in Seminole to re-
ceive the man of the year award, along with his father. And if he can
get this amendment passed, we’ll give him an award here in Kansas.

Our next witness is Tom Tatlock from Wichita. If we have a little
additional time at the end and some of you would like to make brief
statements, I will be happy to stay awhile afterward.

STATEMENT OF TOM TATiOCK, WICHITA, KANS.

Mr. TaTrock, Senator Dole and Senator Boren, I should have been
writing up a résumé or whatever you want to call it, but I was too
busy. I was working trying to earn enough money to make ends meet.
I’'m an overriding royalty owner and Uncle Sam is taking 3414 per-
cent of my revenue with no recourse whatsoever. It comes down to the
old adage, the power to tax is the power to destroy and we’ve certainly
had that forced upon us by a bunch of inept leaders who have prom-
ised no tax increases and they are leading us down the road to social-
ism as fast as they can go.

I’'m particularly impressed by the number of ple who have
turned out for this meeting today who are interestem the American
way of life. This is the only great country that people are standing
in line to get into and not standing in Iine to get out of.

I’'m particularly—I was interested in what Sgnator Boren said too.
We couldn’t have gotten this many people if we’d given them $5 at the
door at the time that the windfall profit tax was being debated because
1t was only going to affect Exxon, it wasn’t going to affect me or Charlie
ortAg?}:, Minnie because the politicians did not and would not be hon-
est with us.
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In the final leso of the thing and I wrote to some 75 Senators in
opposition with a 13-cent stamp that’s worth three, and I wrote to—
I heard from you, I heard from Senator Boren, I heard from John
Tower, and one or two others. Out of all the letters that I wrote in
opposition to a tax on one of the greatest industries in this whole

nited States, and it's the only industry that can save us in the years
to come because we are Lostage to the Middle East, to the Russians who
we are unable to cope with, and it’s time that we came home and started
to help ourselves help one another.

Senator Boren made the statement a minute ago that we should
put a pamphlet or a sticker on each gasoline tank, on cach gasoline
pump saying that so much of that was tax. I would say let's tell the
American people that the windfall profit tax is a gasoline tax that’s
costing them 40 to 50 cents a gallon. We're runnin% the Department of
Energy and it’s costing us another 15 cents a gallon and not a damn
one of them are worth that to us.

We need to help—I’m not retired, I'm not smart enough to be retired.

Senator DoLe. [ hope you don’t run for Senate.

Mr. TaTrock. But we need to have the retired, the old, the elderly,
but we must have something for our younger generation because we’ve
lived in a great country and these people around me have lived in a
great country that was treer than the one I'm in and I’'m worried about
my children and my grandchildren and the scope of their freedom in
this country and I would urge you to help with the 10-barrel royalty
exemption. But, let’'s get down to helping each other, Let’s take and
repeal the so-called energy tax that Carter said is the board of his
energy policy which is only self-defeating.

Let’s disband the Department of Energy, the Department of Edu-
cation, and all the good deal agencies, they are the people that want
to do something that our forefathers did to keep this country great for
the coming generation.

I want to commend both of you for the fine job you’ve done in fight-
ing our battle, which is our battle. It isn’t mly battle, it's their battle
and it’s our children’s battle and our grandchildren’s and the preserva-
tion of the only great country left in the world. Thank you.

Senator Dore. Thank you. The way Tom was abolishing all those
things, I thought he was going to recommend we abolish Congress. I
would not want to put that to a vote. ’

Lyman David from Lenora. Has Paul Simpson arrived yet? We'll
put Paul’s statement in the record. He represents the Eastern Kansas
Oil & Gas Association. :

STATEMENT OF LYMAN DAVID, LENORA, KANS.

Mr. Davip. Senator Dole and Senator Boren, I appreciate the priv-
ilege to testify here today, and appreciate the fact that you Senators
came out here to listen to us, .

I am a farmer and also an independent oil producer and I would
say it’s much more convenient for you to come out here than it is for
me to drive a tractor clear to Washington.

I am an individual, independent producer of a small stripper pro-
duction. My name is Lyman David. I live at Lenora, *ans., and reside
at Lenora, Kans.
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As Senator Boren said about the Japanese, I’'m concerned and con-
fused about the windfall profit tax. Why should any operation be
. taxed before expenses? Our operation is probably, as an independent
producer and operator, is about as drastic as you can get. And, our
operation is a stripper production. The equipment is old and will need
much repair if we continue to produce. If we have many more break-
downs, we could be operating at a loss. I'm going to submit to you
an actual expense statement. This is not a concocted expense state-
ment. This was sent out to the shareholders that have an interest in
a production last year. I don’t know as I need to read all these figures
off, it will be a matter of record, but our expenses on this particular
well, to operate it last year, was $10,892.73. _

Now, our projectecf income for 1980, this is before the windfall
profit tax came about, would amount to about $16,940 if our produc-
tion remains the same and if our expenses remain about the same, We'd
only have about $1,208 profit and this is being real conservative.
There’s only about 2 percent on your investment.

I believe that if excessive profits are made on large operations, the
small producer should be exempted. Now, if we make a profit, we will
~ pay income tax. This is my understanding that we need more oil in
the United States, not less production, so why kill the incentive.

I'd like to go on and say with this tax as it is in force now, we cannot
afford to explore new production. And, I'm in complete agreement
with the royalty owners. I think this is probably one of the most
degrading things that could have happened in the country is to take
it right out of the heart of agriculture. We in agriculture produce food
at less than the cost of production. Now, the independent operators are
being asked to produce oil at less than cost. So, I appreciate the op-
portunity to be here today and thank you.

Senator BorenN. You speakers, to me, are very enlightening, and I
think you’ll help us make an even better record. One of the things 1
mentioned earlier and partly in jest and being serious, when I said
we finally got them to change the figure from not taxing more than
100 percent down to 90 percent of your net return and they said well,
we’ve got that in there, you’re absolutely protected, you’re not going to
shut down ﬁroperty, we’re not going to shut down your stripper wells,
but what these speakers indicated, if you’re making only $1,200 a
year profit, you’re just about here at the 90 percent take in terms of
net income.

What happens if you do have a pump go out or some major ex-
pense when-you might be dealing with a workover that might cost
$15, $20, $30,000 in order to keep everything going? You’re simpl
not going to do it and that’s where the abangonment comes and )I'
think that’s a point that we’ve had great difficulty getting across to
those who wrote this tax, that 90 percent of that income doesn’t neces-
sarily mean you’re going to go ahead because you’re independent be-
cause you may get hit with a major expense that will cause you to shut
it down because when you calculate out how many years 1t will take
you to get back a major expenditure, it’s going to be too long a period
of time and too uncertain when you’ve got people of the U.S. Con-
gress doing things to you from time to time. I think these figures are
very helpful. .
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Mr. Davio. We hardly considered before the windfall profit tax
came into being of exploring new production but this makes that
totally prohibitive. In fact, we may have to shut down some of our
production.

Senator DoLe. You may have read it for the record, but I didn’t
hear it. Your projected income for 1980 was about $16,940 and your

rofit after the tax are down to $12,100 and then you're paying about

,800 in taxes.

Mr. Davip. Profit is only $1,200.

Senator DoLe. That is total profit after the expense and taxes, but
you’re paying $4,800 on that one production which is $400 a month.

Mr. Davio. I haven’t included it here, but there are I think eight
shareholders in this production and they don’t realize anything. In
fact, they’re a pretty sad group.

Senator DoLe. You mean tEey’re nice people but they’re upset. We
appreciate that testimony very much, Lyman. I think 1t will be very
}tx.elpf?ul as Senator Boren has indicated. I'm not sure, how is your
ime

Senator Boren. I think I’'m going to have to leave you.

Senator Dore. I'll call your next witness, Jim Rockhold of Great
Bend. While he’s coming up I want to thank again Senator Boren
for not just coming today but for his outstanding work for every-
body in this audience and I say that with total sincerity. We are work-
ing on this problem. We did not know each other = year or two ago.
But we both understand the problems and it’s been help on his side
of the aisle that’s made it possible to get many of these things done.
So we appreciate your leadership and we were not kidding, if we
get this amendment passed, we’ll ﬁg,rure out some award that will make
the Seminole award pale by comparison. Thank you.

Senator Borex. I'm pleased to have been able to have been with you
and I'll just say this, since I've come to the Senate, about a year and
a half ago now, I've had a lot of help and a lot of instruction. When
vou come into something like that new you need someone to help you
give direction and it has been a real privilege for me to work with
someone like Bob Dole. I can count on what he’s telling me as being
straight and to the point. What we both were trying to do here and
T get frustrated sometimes because people say well, you just represent
~ Oklahoma’s interests or oil-producing State’s interest and I think
what we’ve heard again today, people are not concerned about them-
selves, the taking og their property and leaving them in an impaired
cconomic condition. What we're trying to say is and why I had the
frustration and what I wanted to say to those people when they say
you’re from Oklahoma or you’re from Kansas, what I wanted to say
was we’re here to represent our States but we're here trying to do
something for America and that’s the spirit we're going to tackle.

I’'m glad to have been with you.

Senator Dore. Jim, do you want to proceed? We have one other
witness and we still have a little time.

STATEMENT OF JAMES W. ROCKHOLD, GREAT BEND, KANS.

Mr. Rocksorp. I'm James Rockhold of 3800 17th, Great Bend, Kans.
T am a registered professional enginecer with a B.S. degree in petroleum
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engineering from the University of Oklahoma. We operate a small
service company which does contract pumping{ well completions,
workovers, and casing pulling.

In the early 1970’s, we had three casing pulling rigs operating
almost full time, but now we have two rigs stacked and are only oper-
ating one rig part time. To illustrate what has happened to this phase
of our business, I have drawn a bar graph from information furnished
by the Kansas Corporation Commission which shows a peak of 1,900
wells being plugged in 1974, with a sharp decline to 451 wells in 1979,
and a projection of 222 wells for 1980, based on the number plugged
in the first quarter.

In view of the loss of revenue to Kansas operators, because of the
Windfall Profit Tax Act of 1980, I predict another surge in the plug-
ging and abandonment of stripper wells. As operators we figure the
economic limits of marginal wells and look at the high interest rates
they are paying on the $10,000 to $25,000 worth of equipment that
they have tied up on these wells, we reluctantly might have to bring
those other two casing pulling rigs out of mothballs. Another factor
which will contribute to shutting down marginal wells is the current
shortage of pumping units, sucker rods, and tubing.

To assess the economic impact of this excise tax, I calculated the
economic limit on the 44 properties which we either operate or super-
vise at both the pretax and aftertax prices of crude oil. The 8 oil wells
on these properties are all stripper wells with an average daily produc-
tion of 2.57 Earrels of oil per day per well in 1979.

Average daily production per well varied from 0.55 to 8.4 barrels of
oil per day. At pretax crude prices, the average economic limit was
0.646 barrels of oil per day and the aftertax average was 0.781 barrels
of oil per day which represents an increase of 36 percent. The pretax
economic life of these wells averaged 18.5 years and the after tax eco-
nomic life average was 16.25 years or 2.25 years per property.

The engineering method of appraisal was used in evaluating these
properties using 1979 operating expenses with no allowance for in-
flation or for increases in the price of crude oil. Considering the fact
that operating expenses have almost tripled since the Arab embargo 6
years ago, many of these wells will reach their economic limit much
sooner than predicted above. Unless we are able to increase pro-
ductivity or substantially reduce operating costs, one of these prop-
erties will reach its economic limit this year. another next year, three
in 1982 and so on. This loss is due entirely to the loss of revenue because
of the excise tax.

The loss of 2.25 vears of economic life per property on these 44 leases
represents a loss of 24,678 barrels of producing reserves with a pretax
value of $960,468. Now, that’s almost $150,000 worth of royalty revenue
and represents approximately 10 wells that we could have drilled with-
out loss of this revenue. In addition to this, the local economy will
lose $383.800 per vear which would have been spent for operating ex-
penses. You roll that over five times, as Mr. Huss said, that’s almost
$2 million.

Once these wells are plugged. the reserves will prohably be lost for-
ever unless we have another dramatic increase in the price of crude
oil or a substantial drop in drilling and equipment costs which are in-
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creasing at a current rate of 18 to 36 percent per yead. The sad thing
about this situation is that the primary recovery mechanisms only
produce about 10 or 20 percent of original oil in place in the reservoir.
Even after water flooding there is still about.65 percent of this original
oil left or tertiary recovery of these wells can be saved. Thank you.

Senator Dore. I thank you very much. Again, that’s the kind of
information we need. If you do not have copies, we can make copies
of that statement. Thank you.

Neil Tischauser from Salina. This is our last scheduled witness. As 1
said, we have a little time, so if some of you would like to express your-
selves, there’s a mike right in the middle, just give your name and
address so we know where to send a copy of the hearing record and we
can stick around awhile. Neil, go ahead.

STATEMENT OF NEIL TISCHHAUSER, SALINA, KANS,

Mr. TiscuHAUser. Hon. Senator Dole, my name is Neil Tisch-
hauser. I am from Salina, Kans. I run a few cattle, farm a little ground
" and have a little working interest in a few wells.

Two years ago the President opened the imports and dropped the
price of beef 13 cents a pound in 2 days. In January he put the embargo
on the grain and we already know what that did.

I would like the opportunity—I’d like to thank you for the oppor-
tuniiity to relate the feelings of my family and friends on the windfall
profit tax.

We are told there is an energy shortage but is this really true? U.S.
gasoline stocks stand at 259.6 million barrels, 12 million barrels more
than in 1977 when there was no crisis. Crude o1l stocks are 305.3 million
barrels, 82.7 million barrels more than 2 years ago. Demand for gas
has risen only a tiny 0.3 percent since 1977. Including the strategic
reserve and all above ground stocks, we have 1.3 billion barrels in
reserve, 22 percent more than in March 1977.

We, the American people, are being penalized by our own Govern-
ment for finding new domestic oil. It looks like our Government would
rather wreck the American economy by importing 7.7 million barrels
of foreign oil a day than to see their innovative American people
again bring this once ﬁreat Nation back to a great self-sufficient nation.

Going into the oil business is a very high risk business. This alone
is enough to stop most people from investing. Add a high tax and
you also stop the people who would have invested in finding new oil.

The average oil well in Kansas and Oklahoma produces only about
10 barrels of oil a day. When that well stops pumping, and they do run
dry after a time, you lose your income and your investment forever.

istory will show you that the price of oil had to go up to make
these wells feasible. Now the Government, with their windfall profit
tax, are making the small wells nonfeasible again. I, for one, am not
about to invest more money in a business that the bungling elected
officials in Washington, D.C., have turned into a loss.

I would like to close by stating that if yon want more domestic oil,
then give us the chance of finding it with a reasonable chance of mak-
ing a good profit in a high risk business. We would like to see the
windfall profit tax dropped. Since the large oil companies can recover
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their taxes with higher gas prices, we would like to know how we, the
working interest and royalty interest owners, can recover our tax
losses. Thank you.

Senator Dore. Thank you, Neil. Thank you very much. You’re mak-
ing a point that was lost on many in the Congress. There is no way
Kou can recover your costs; it's taken out of your check. Now you know

ow much was taken out. It’s the same thing that Senator Boren said
earlier. It’s a transfer of money from this region to the Federal Gov-
ernment. It’s money that’s not being spent in this area, jobs that are
not being created in your area. We understand the necessity for taxa-
tion in this country, but it’s not a profit tax and it was never a profit
tax. It is an excise or severance tax—call it what you will. There is no
way the royalty owner or the independent producer can pass on the
cost. The tax affects particularly someone in your generation, which
is well below average age of farmers in the State. The average Kansas
farmer is well into his fifties. We are making it more and more dif-
ficult for anyone under this age to get into agriculture. Thank you
very much. Mr. Ehrlich.

STATEMENT OF HON. ROY EHRLICH, STATE REPRESENTATIVE

Representative EnrricH. Thank you very much, Senator Dole. I do
want to say that the news media throughout our Nation indicated that
you and Senator Boren carried the weight for the oil-producing States
and I want to congratulate you on this.

Barton County, which I do represent as State representative, the
lsl2th District, is one of the largest oil-producing counties within the

tate.

I definitely concur with every statement that was made in the testi-
mony here today. I support Senate bill 2521. T feel that even if you are
not a royalty producer or receiving royalty interest, this is going to
be revenue lost to the State of Kansas and also to our county and to
our cities.

I have come with a petition and it is signed by many of the royalty
owners in the northern part of Barton County. In fact, Senator Dole,
some of them even said, tell Bob “hi,” so if you go through these, I'm
sure you’ll recognize the names. One of the farmers indicated the
wheat prices are down, cattle prices are down. This legislation has hurt
the farmer, the independent operator, and also the businessmen within
the State of Kansas.

One person that handed me the petition indicated to me saying that
on this, first of all, they take my cattle at low prices, wheat at a low
price, now you want to go 42,000 feet below my property to get that.
Thank you very much.

Senator Dore. I know you, but they need to have your full name
and address.

STATEMENT OF ED FELLERS, HAYS, KANS.

Mr. FerLers. Senator Dole, I just wanted to add something that
I don’t think has been touched on today. I have a friend who started
investing in drilling of wells 8 years ago. The other day he author-
ized his accountant to figure up how much money he had put in, in the
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8 years time, how much he had gotten back, and the accountant found
out that over that 8-year period that he was $32,000 in the hole and
he also projected that it would take him possibly 7 or 8 years to get
this $32,000 back before he would ever have any money that he could
call his own. )

I just wanted to comment on that.

Senator DoLe. I appreciate that. We want to get your address and
name so we can send you a copy of the record.

STATEMENT OF BILL BROWN, CHENEY, KANS.

Mr. Brown. Senator Dole, your staff has a copy of this letter already.
I just want to make a short statement—30 seconds. My name is Bill
Brown. 1 own a producing oil well, Brown No. 1, in Kingman County,
and I own all of it and it was drilled in 1950, The well is certified as a
stripper well and produced 2.25 barrels of oil per day. In addition to
owning this well, I own the land on which the well is situated and thus
own the royalty. The purchaser of this well has withheld windfall
profit tax in the amount of 60 percent of production over and above
the base price. Apparently the windfall profit tax law is so confusing
that the purchasers are withholding the maximum amount of tax
hoping at some future time to make an adjustment. As I understand
the law, I should be taxed at 30 percent on the working interest and
60 percent on the royalty interest. Currently I have been underpaid
a;;lproximatel $1,000, which is a considerable amount of money to me.
The most untair expense of this tax is not the confusion of amend-
ments in it but the fact that I will ultimately lose 30 percent of 7gths
and 60 perecnt of 14th of the production without any way of recover-
ing this loss.

think it is totally unfair for me to be placed next to the major oil

companies who ultimately recover at least in part their tax loss. This
law as now written is another perfect example of how the little guy
bears the biggest burden and the big guy bears the littlest burden.
Someday, somehow, Congress should open its eyes and make purple
homage to the other gu{.

Senator DoLe. Thank you very much. We need to examine that and
see if there’s something we can do to help you on that.

Mr. Brown. I've got four letters into Permian Qil Co. in Houston
and they haven’t answered one of them. I'm sure I’'m an independent,
not a major on one little well.

STATEMENT OF LEO HAWLEY, ZENDA, KANS.

Mr. HawLey. Leo Hawley, Zenda, Kans. I'd like to address the part
of the rollback prices. As you know, last year all Federal income tax
was paid on about the same price. Now when they take it off the top, it
doesn’t run through the economy, and as has been previously stated, it
turns over five times in the State of Oklahoma. Say it turns over two
more times before it goes through the economy but you take $100 and’
go through it, you find out they take $60 out for the windfall profit
tax. Now, that $60 when turned over 7 times in the economy, it would
be $420. Now, if the Federal Government got a tax cut of that, say 20
percent, that’s $84 Actually Uncle Sam is actually cheating himself
- out of $24 that’s going to have to be made up some way and I don’t
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particularly want to have to pick up that difference when they get
through sending it through, that’s $200-some biilion and they find out
they don’t have that much. :

enator DoLE. I appreciate that, I think it does make a point. As
you indicated, the tax comes off the top. I guess the theory is the Gov-
ernment does not want to take any chances, whether it turns over seven
times or not.

STATEMENT OF GEORGE C. McKOWN, GREAT BEND, KANS.

Mr. McKow~. My name is George McKown, Great Bend, Kans, I'm
president of DaMac Drilling Co., a drilling contracting firm here.
We're also a small independent oil producer, also own farmland and
we have some royalty in an oil well on our farmland and, therefore
have a small royalty interest. In the remarks that were made today, 1
heard a few things that I think need to be addressed. One is, Senator
Dole, you mentioned the fact you have some idea where the additional
revenue could come from to replace the revenue that the royalty owners
are presently paying. I have some ideas also. I also heard the remark
that the royalty owners should be treated as good as the producers. I
would suggest the royalty owners should all be treated the sume. What
I'm thinking of is the biggest royalty owner of all, which is the Fed-
eral Government. Qur big royalty owners, the Federal Government
who gets billions of dollars of royalty, we have the State government
which get a tremendous amount of money, particularly the coastal
States which have the right to offshore oil for so many miles off the
coast. In some cases we have school lands which get a certain amount
of royalty income.

We have also got cities, such as Long Beach, Calif., that get a tre-
mendous oil income. Now, the thing is this so-called windfall profit tax
has a complete exemption for oil production which belongs to any
unit of government and therefore the people I’ve met are not paying
any of this windfall profit tax that the small royalty owners are pay-
ing. I think this is totally wrong that the exemption for government
owned oil by any branch of government should be repealed as a way
of making up for perhaps loss of revenue which could be lost by giving
exemptions to the small royalty owners.

Another thing about the problem of the exemption of government
owned royalty is it tends to put all the private interest to considerable
disadvantage. Most people don’t realize that the highest price oil in
the world today comes from the U.S. Government in Elk Hills, Calif.
They are required by law of the Federal Government to sell it to the
highest bidder and it sells for $42 a barrel and that’s higher than the
Arab nations or OPEC is charging and our own Government is charg-
ing us the highest price for crude oil of any oil consumed in the United
States. We have situations where units of government have actually
organized oil companies. I'm thinking particularly about the one in
Long Beach, Calif. In that situation the city of Long Beach has an oil
company of its own which is exempt from this tax. Now, there are
many of us who are concerned about the possibility of national oil
companies. I'm simply pointing out we already have a situation built
into this law which gives that type of a company an advantage over
private companies.
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In some of the States there are a lot that want to organize their
own State oil company and be exempt from this tax. They would
have an economic advantage over the private oil companies which
might have drilled the same land.

enator DoLe. We need to get your address up here. I appreciate
that. They did have a big debate over whether the Federal Govern-
ment does pay a tax on the oil it produces. States are exempt. That
issue provoked considerable controversy during the windfall profit
tax debate. Your statement points out some areas that should be
addressed and we’re happy to have that testimony.

STATEMENT OF CHARLES R. MILLER, HOISINGTON, KANS.

Mr. MirLer. Charles R. Miller, Hoisington, Kans., 67544, 1205 N.
Clay. Senator, I can’t help but make some observations. First I want
to try and reinforce the cost of oil production that royalty owners
have, overriding in most cases, and I've invested in the oil business
in several different ways and I was counting up on my fingers and
my ratio of success an(i’ failures is about 5 failures to 1. Now, that’s
better than an example that was revealed earlier, but in this windfall
profit tax there’s no consideration given to royalty holders or anyone
else as far as I know for total investment in the oil industry.

Now, the Congress perhaps has failed to realize in their considera-
tion of this bill that big business or business and industry do not pay
taxes, they only collect taxes. Now, on that basis then there’s only two
categories of people who pay these taxes, that’s the royalty owners
and the public at large, the consumer.

I would hope that you return to Washington and try to impress
the Congress with that fact and that fact being so then the 2521
certainly is not an adequate remedial measure. The facts indicate
that this should be repealed in total.

Senator Dore. I agree with that, Charlie, but at the same time I
have to be realistic. We tried to send the whole tax bill back to com-
mittee to do that and we got 35 votes out of 100. That’s not enough.
Now, there’s a lot of things we can do. Maybe there will be some new
Senators around next year. I know that one candidate for President
has indicated he is against the tax. Maybe that will help, but beyond
that we must face a political reality, as Senator Boren pointed out.
Unfortunately too many in the Congress forgot about the energy
aspects of the windfall tax. It became a big revenue bill—an exercise
in how much money can we get. We've got about eight witnesses
backed up behind you. ~

Mr. MiLLer. 1 have one more point here. First, through this method
of taxation it’s my opinion that this is one giant step toward national-
ization of the oil industry via taxation.

Senator DoLe. That point has been made.

_ Mr. MiLLer. Now, this is not in jest, but perhaps the two greatest
injustices that have ever been perpetrated in our country, the last two
of the greatest, and that is this windfall profit tax was enacted and
that is probably second to the inauguration of our President. Thank
you.

Senator DoLe. Thank you, Charlie, I appreciate it.
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STATEMENT OF MRS. NORMAN MILLER, CHASE, KANS, ON
BEHALF OF THE CHASE PRESBYTERIAN CHURCH

Mrs. MiLLER. Senator Dole, I am Mrs. Norman Miller from Chase,
Kans., and I’'m going to speak to the situation in a different point of
view than any have been spoken here today.

I am an elder in the Presbyterian Church in Chase, Kans., and a
few years ago our church was willed 2,700 acres of land which it is our
good fortune to have oi! on. This tax came out and there were certain
exemptions and we have a President that goes before the TV saying
he’s such a good born-again Christian, but he fails to realize that the
Christian Church, the greatest charitable institution in the world and
in our own State. In our State I think it would take all 10 fingers if you
were to count the colleges that are maintained by the various churches
in our State. I give money. We set aside $15,000 for benevolence to cer-
tain places, $7.000 of it went to Sterling College and $7,000 went to
Long School and then $750 into the Senior Citizen Center in Chase.

T'm asking for an explanation why schools and colleges are exempt
from this tax and yet the churches, the most henevolent group of people
in the United States, have to pay the tax. Thank you.

Senator DoLe. Thank you.

STATEMENT OF HELEN DROSSELMUYER, KINGMAN, KANS,

Mrs. DrosseLMuYER. I am Helen Drosselmuyer from Kingman,
Kans., and I have the same drive and everything that ev eryone?ms. I
want to get to work if there’s anything for me to do. There’s a group of
us in Belmont, Kans., south of Kingman, but we don’t really know
what to do. Do we need more testimonial letters or petitions? What do
we need ? We're ready. I’'m ready to go if there’s anything for me to do.

Senator DorLe. There is. I understand some efforts being made in
Kansas and Oklahoma and other States to put together statewide
organizations. I am not a part of that but we’ve been furnishing in-
formation to any group. We have had the testimonial of the group for
the Southwest Kansas Royalty Association. There’s another eastern
Kansas association. As far as myself and Senator Kassebaum, you
do not need to work on us because we are both pushing this proposal.
We do need to work on some of the people in other States, that seems
to be the problem.

Mrs, DrosseL.MUYER. That’s going a little too far for me. Perhaps
we could just individually go out and contact people and if we can help
you, we would certainly do it.

Senator Dore. I appreciate that. There are other things that can
be done. Even in Great Bend and my hometown of Russell, there are
a lot of people who do not have any oil income. They say what are
royalty holders complaining about—I don’t have any oil on my prop-
ertv. So I guess there is missionary work to be done in your own neigh-
borhood because there are some people who are not fortunate enough
to have any oil and don’t understand the problem.

Mrs. DrosseLMUYER. There’s a lot of people that think the big oil
companies—the big ones aren’t paying this. They don’t realize that we
little ones are suffering as much as we are.

Senator Dotk. I think it’s $56 billion out of $227 billion.
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Mrs. DrosseLMUYER. Would you appreciate some more letters or will
it do you any good ?

Senator DoLe. We like to have a lot of letters.

Mrs. DrosSELMUYER. I can’t go out of State.

Senator DoLe. What we can do with your letters is maybe figure out
some way to transmit those to Senators in nonproducing States. They
would have the same impact as the representative from Springfield
had on Senator Percy. Senator Percy is now cosponsoring this bill be-
cause somebody pointed out to him that there are a lot of stripper wells
in Illinois. There are a lot of stripper wells in New York and in Penn-
sylvania, but we did not have much support from the Senators in those
States. Some were Democrats and some were Republicans.

STATEMENT OF WYLIE GORE, ELKHART, KANS.

Mr. Gore. I am Wylie Gore, of Elkhart, Kans., out in the southwest-
ern corner of the State. I still appreciate you, Senator, and Senator
Boren in taking your time and effort to come out to western Kansas
to be with us and I certainly appreciate the crowd. I’ve been to a lot of
different hearings and one thing and another and there wasn’t enough
people, probably more politicians than there were patriarchs, if that’s
the word.

I’'m also one of the farmers that was in Washington last year and I
appreciate the attention I got from our people in Washington and some
don’t like the way they were treated.

I’m an American, natural-born American, and I’'m proud of it, but
I'm not proud of the way I’'m being treated part of the time and we’re
going to have to start being American and stand up for our rights and
get out and start doing something.

My parents have mineral rights, they have some oil production. Tt’s
oldt oil, started in 1965. It’s terribly high priced, $10 a barrel, but they
got. it.

I'm going to make two statements I probably shouldn’t, but I'm
going to anyway. The American Revolution was fought over excess
taxation without representation. It may be time to look very closely at
Mr. Carter’s excess profit tax. If this isn’t taxation without represen-
tation I never saw anything that was. I resent the misrepresentation
or lack of truthfulness in his presentation of this matter to the Ameri-
can public on TV. If there was any one thing said about taxes on the
widows and orphans and the schools, it damn sure never was shown on
TV. And my old grandfather was a Baptist, he was one of the hellfire
and brimstone Baptists. He told me people go to hell for the sins of
omission as well as sins of commission. It damn sure ain’t right. Thank
you, sir.

Senator Dore. Thank you.

STATEMENT OF CAROLYN A. GERRITZEN, CLAFLIN, KANS.

Mrs. GerriTzEN. I'm Carolyn Gerritzen from rural route, Claflin,

- Kans. You have my letter. I sent you one and got a big fat letter back
and thank you very much for that.

~ Now, I'm going to lip the record over and play the other side. I

haven't heard anybody say how much they paid taxes to the—well,
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Barton County, like I did. Independence Township is where my little
dab of oil comes from. I paid oil production tax to Unified School
District No. 364, also to Barton County, Juco. That’s over there. I paid
out of $42.56, Barton County Junior College, or Barton County Com:
munity College as they wish to be called, $5.65 out of the $42:56, amd
Claflin Unified School District No. 54 got $25.04 out of the $42.56,
giving a total of $30.73 that came out of that $42.56, went to the schools
presumably to pay for the teachers and buy books and I don't know
what all. And the fire district, it compromised and I understand it’s
around five, they got $1.10 out of the $42.56. I don’t begrudge paying
this tax, I gladly pay it because we need education for this generation
and the next generation. If the windfall profit tax keeps on, our
schools won’t be getting this and even if they do, one individual said
the oil would be devalued and look at what the schools are missing.
That is my point.

Senator DoLe. That’s a good point. I think it was stated by one of
the witnesses, but that gives us more detail.

Mrs. GerriTzEN. I have a copy of this. I won’t give you my tax
statement.

Senator Dork. T won'’t be able to pay it.

Mrs. GErrITZEN. I need this here one for my shoe box.

Senator DorLe. The other day in Congress a Member was making a
speech and said, “Let me tax your memory,” another Member jumped
up and said, “Why haven’t we thought of that before.” The point is I
think the American people have been taxed enouhgh. There’s a $104 bil-
lion proposed in new taxes to go into effect in fiscal year 1981—$104
billion. There’s the windfall tax, social security tax, they want to pass
an oil import fee now which is just another tax. I think the American
people have been taxed enough.

Mrs. HoLry. I'm Freida Holly of IEdna, Kans. T want to know what
date the tax starts, what month it starts.

Senator Dore. Oil produced after March 1, sold after March 1.

Mrs. Horry. I have a stripper well and my production tank fills in
about 4 months and my last dump was in November. My tank was
tagged in February to be emptied, but was not emptied until the first
of March and I was charged $300 tax.

Senator DoLe. Let me have you visit with Mr. DeArment, who is
right there. Rod, why don’t you stand up. Maybe he will be able to
clarify that specific problem.

STATEMENT OF GAIL BEESLEY, GOVE, KANS,

Mr. BeestEy. I'm Gail Beesley from Gove, Kans., and what I'm go-
ing to present is probably of little interest of what we’ve been hearing
here today. I hope you won’t all say that guy suddenly made it with
what T have to say.

We own seven quarters of land in Gove County, Kans. which has
$44.000 mortgage on it and we started buying it in 1948 shortly after
we were married and our farming and ranching operation lost $18,000
in fiscal year 1979. Three oil wells were discovered on one quarter of
that land in 1979. The total withheld in windfall profit tax on our
check for April 1980 production which we received in the mail yester-
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day, a total withheld of $53,000. This accumulates to more than
$635,000 withheld per year. This would be withheld for 12 months if
production holds at its present level. The amount of $635,000 is more
money than the land itself was valued at 1 year before the oil was dis-
covered. My dad started part of what I farm as a homesteader in 1900.
We believe firmly in the family farm. My son is going to follow me, is
beginning to work with me. We're trying to decide how we can trans-
fer with this inheritance tax and State tax, how we can get this over to
our children as they inherit.

It sounds like from rags to riches when we lost $18,000.00 in 1979
and here only the windfall profit tax is going to amount to over
$600,000 next year. What really concerns me 1s the fact that they
withhold this amount of money which in our estimation is purely con-
fiscation of our personal property. We have the deed to it. We own the
minerals and the fact these wells 1n our area usually pump 3 or 4 years,
we are automatically going to be pushed into a 50 or 60 percent income
tax bracket. After that with subtraction of the windfall profit tax,
we don’t know how much we are going to be increased on the personal
property tax. Just the other day my sister called and said you have
four wells on that land. I said no, we have three. She said it’s my under-
standing you have four. I don’t know what we’ll have for property tax
on a quarter of land. I haven’t talked to my accountant, but we’re
probably going to be losing 70 to 80 percent of that back down to
stripper wells and will not be able to lease in the future. In years past
we've had dry wells drilled and when people came around leasin
we wanted to lease everything. They said no, you have a dry hole an
we won’t take it but when your production ceases down the road a few
years we're going to be without this. I think the law is unconstitu-
tional. I would like to see it contested. We’re supposed to be a free
government. How can they legally come out and take property. I want
to gut in mi\; short written statement in the record.

enator DoLe. There is a lawsuit pending, as you probably know,
in Oklahoma to test the constitutionality of the windfall tax. We hope
it’s successful. There is an exemption granted on oil discovered on
Indian reservations and Alaskan oil. If it’s excise tax it has to be
spread equally without exemption, so the lawsuit is based on that
theory. As I stated I hope it’s successful.

I might say that Senator Long, who is chairman of the Finance
Committee and a very powerful Democrat in Congress, promised me
on the Senate floor that he would help us find some relief for the
royalty owners and some more relief for independent oil producers.
Perhaps he can persuade President Carter of the need for this relief,
I certainly think it will be in President Carter’s political interest to
say that before November that a mistake has been made and that he
would recommend an exemption for royalty owners or other relief.
That would be most helpful. but failing that, we just have to keep
working with what we have in persuading members who voted against
us to vote for us.

We have time for one more witness, so this will be the last witness.

UNIENTIFIED SPEAKER. I was wondering when you started that you
said that the Senators or your colleagues on the windfall profits, they
said well the farmer hasn’t got much to worry about or the landowner,

68-742 0 - 80 - 1Y -
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they get the check but they don’t realize that there wouldn't be any
way for oil companies to drill unless they leased the ground from the
farmer. Now, I've purchased ground for the last 12 or 15 yvears and the
purchase price included a mineral base. The original price eliminatin;i
the minerals would have been considerably less, so now I have no o1

income, but I feel this tax is just at the tip of the iccherg. I was listen-
ing to Berglund last week when he said there would be nothing wrong
with the grain farmer getting 90 percent or 100 percent of parity, we'll
just put a windfall profit tax on there.

Now, if they can do it to the oil industry, they can do it to the rest of
agriculture, They can do it to the rest of all the raw materials which
is the base of our economy. The fact that they have done it to the oil
industry is the fact that the farmer will have to be more watchful to
make sure that they don’t increase the price and then take it right back
or take it back more than what they gave him.

The other thing I was wondering, T never heard it called an excise
tax, the windfall profit tax. Is this actually an excise tax or is it classi-
fied as something else

Senator Dork. It’s an excise tax, but very honestly, and many of us
were very critical of the President every time he went on television he
called it the windfall profit tax. If you're an average listener from a
nonproducing region and somebody says oil producers making a wind-
fall it has an impact. It’s one of those words that von use when vou
want people to agree with you. This is not a windfall profit tax, it’s
not based on profit at all. You can lose money and still pay the tax. As
Mr. David from Lenora testified earlier it’s an excise tax purely and
simnly, not a windfall profit tax.

UNmENTIFIED SPEARER. If T buy a tire that has an excise tax on it,
‘now *his excise tax will be deducted from my income as an expense.
Now, will that hold true as far as the excise tax on the oil ¢

Senator DoLe. Yes.

UNENTIFIED SPEAKER. And you deduct it from your income tax?

Senator Do.k. It’s deductible but in some cases people don’t have to
pay any income tax so there’s nothing to deduct it from.

NIDENTIFIED SPEAKER. If I overpaid any taxes or have a rebate
coming, would this money come back to me?

Senator Dork. I do not know if it’s refundable.

UNIDENTIFIED SPEAKER. Another thing, we're getting all these taxes,
there’s a windfall, there's a sales tax, there’s a property tax. In our
area we're trving to get a water district in. I think it’s going to be 38
years now. We can’t seem to be making much headway because of the
redtape, bureaucracy. Is there anyway of speeding it up ¢

Senator DoLe. We can’t do it at this hearing. I can get Morgan
Williams to help vou with that.

Mr. ANprRew LarsoN., I'm Mr. Andrew Larson from Garden City.
If vou can spare the time, I'd like to make a statement, about 5 minutes.

Senator Dor.e. Maybe you’d better put it in the record. Let me say
that if anybody has any statements, just leave them at this desk and
I want to thank all of those who have been here and those who have
stayed throughout. We appreciate your coming. We're going to do
our best to do something for you. Thank you.
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The hearing is adjourned.

[Whereupon, the hearing was adjourned at 4 :45 p.m.]

[By direction of the chairman the following communications were
made a part of the hearing record :]

STATEMENT OF SENATOR NANCY LANpDON KASSEBAUM

I appreciate the opportunity to submit my comments on this examination of
the impact of the windfall profits tax bill on royalty owners, independent pro-
ducers, and future domestic oil production.

I would like to initially address the inequitable treatment of royalty owners
by this legislation. As those attending this hearing know, this law subjects
royalty owners to the same tax rate that™is applied to major oil companies—
70 percent on old oil, 60 percent on stripper oil and 80 percent on newly dis-
covered oil.

Many royalty owners are landowners or farmers fighting to survive in spite
of low farm commodity prices and high interest rates. There is also a large
group of retired persons dependent on their small royalty checks. Obviously.
these individuals are not reaping windfall profits, nor were they the intended
targets of the windfall tax.

In addition to these inequitable considerations. I am concerned that domestic
oil production will be adversely affected if a substantial number of landowners
refuse to enter into new leases because of the deduction of the windfall tax
from their royalty interest. Therefore, I am pleased to be an original cosponsor
of the Dole-Boren bill to exempt small royalty owners from the tax on 10 bar-
rels per day of royalty interest. This exemption should cover the vast majority
of the small royalty owners who will be most severely impacted by the imposi-
tion of the windfall tax.

Another major concern I have with the legislation is its treatment of inde-
pendent producers. When the bill was originally approved by the Senate, there
was an exemption from the tax for the tirst 1,000 barrels of daily production
by independent producers. There were a number of compelling reasons for this
exemption. Independent producers have historically been the leaders in re-
investing their revenue into the production of more energy. In the five years
after 1973, independents spent 105 percent of their total revenues for finding,
developing, and producing oil. Independents drill 90 percent of the exploratory
wells and discover 75 percent of the significant oil reserves in the United States.
They are vital to continued domestic oil production. Unfortunately, the bill as
enacted does not contain this exemption. I fear this will cause an abandonment
of wells, decreased domestic oil production and, therefore, increased reliance
on foreign oil supplies. Such a result is clearly contrary to the direction in which
we should be heading.

The witnesses here today will enhance our knowledge on these matters. I
regret being unable to attend these hearings, but I eagerly await the oppor-
tunity to review their thoughts and the additional information they provide.

BETHESDA, Mbp., May 16, 1980.
U.S. SENATE, COMMITTEE ON FINANCE, SUBCOMMITTEE ON TAXATION AND DeBT
MANAGEMENT, 2227 Dirksen Senate Office Building, Washington, D.C.

Pursuant to the Press Release # H-24 of May 9, 1980 of the Subcommittee
on Taxation and Debt Management, above referenced, I would like to submit
the following statement: )

As an individual holding a small royalty percentage interest in producing oil,
developed and discovered in the 1960's by an Independent Producer, I am present-
ly being taxed at the same rate as AMOCO, a giant company. The property, ap-
proximately 50 acres, located in the State of Texas, is a small farm which has
been in my family for more than fifty years. I have been depending upon the
production to supplement my social security and retirement income as a widow.
I shnre one-third interest with my brother and sister.

The oil income is based upon approximately 1,000 barrels or less, per month
and my percentage interest is not a great deal of money. The income from oil
production 1s also used to pay local and state taxes on the laud., and maintain
the property in a conservative and constructive manner. Cotton farming has
not been profitable in this area for quite a long time. There is no other steady
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fncome from the land holding. I understand that the purpose of the Windfall
Tax when created and passed by the Congress was to prevent large Oil Companies
from reaping tremendous profits. However, this legislation has created an
unjust burden on individuals such as myself. My position is one of trying to
maintain self-sufficiency in an environment of ever-increasing inflation, and
definitely feel that the Windfall Profit Tax is unjust and inequitable for small
royalty owners.

My family has maintained this property for over a half-century and we have
had little control over a giant company buying up oil production in which we
have a small inferest, even though a small independent producer originally
explored and discovered this fleld. The law taxes people in this position at the
same rate as it does large oil corporations. It seems clear that this was not the
original intent of the Windfall Profit"Tax. I humbly and respectfully request
that your Committee consider giving complete, or at least partial tax relief to
the owners of small acreage and royalty interests.

Respectfully submitted,
T Mrs. ZoE M. ENGLER.

WELLSVILLE, KANS., May , 30, 1980.

Mr. MICHAEL STERYN,

Staff Director, -
Committec on Finance, Room 2227,

Dirksen Senate Office Building,

Washington, D.C.

DEAR Mg. STERN: It was impossible for me to attend the hearings on exempt-
ing small royalty owners from the windfall profit tax which were held May 28rd
at Great Bend. The following statement will present my views on the matter
and I would like them to be shared with the Subcommittee.

My wife and T own an eighty acre tract that has heen leased for years. We
receive the standard amount of one-eighth of the production. We are taxed
at a 60-percent rate on the amount of difference between the guaranteed price
per barrel and the actual selling price per barrel. The independent. producer
that maintains and pumps the lease receives seven-eighths of the oil and is taxed
at a 30-percent rate. The rate at which the royalty owner is taxed is the same
rate that Exxon and other oil industry giants are taxed. This is unfair and has a
direct negative influence on farmers ever leasing other land for oil explora-
tion. This will hinder our domestic oil production and make us even more depend-
ent npon the overseas oil barons,

Many royalty owners, including ourselves, with leased land receive 10 barrels
per day or less. I believe a 10 barrel per day exemption would be very just.
A 10 barrel production does not constitute an “oil baron”. In reality I feel that
the royalty owners should he exempt totally from the tax. If that is not possible
the 10 barrel exemption would be a good compromise,

Bernard E. Nordling, executive secretary of the Southwest Kansas Royalty
Owners Association, said that Kansas ranked seventh in the nation in oil pro-
duction and that last year the state produced nearly 57 million harrels from
about 43.500 wells. Of those wells, he sald, about 41,600 were in the “stripper
category” as are the wells on our lease.

Ralfe D. Rebher, president of the Kansas Independent Oil and Gas Associa-
tion (KIOGA) and owner of an independent oil company, said drilling activity
in the state would level off and that abandonment of wells would accelerate
as a result of the tax. -

He estimated that 67 500 wells would e abandoned nationally over the next
10 years, resulting in a loss of 350 million barrels of oil.

It appears that we are being penalized by our own government for producing
domestic oil. It looks like our government would rather wreck the American
economy by importing 7.7 million barrels of foreign oil a day than see their
innovative American people again bring this once great nation to a great “self-
sufficient” nation.

We were planning on our royalty checks to supplement Social Security when
we retired. At the present status, “there goes our retirement”. We urge passage
of Senate Bill No. 2521.

Sincerely.
CONRAD AND ILINDA BERTRAND,
Kansas Land-Royalty Owners.
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KANnNSAs STATE GRANGE,
OFFICE OF STATE MASTER,
Neodesha, Kans., May 23, 1980.

Mr. Senator Dore and Mr. Senator Boren: I am Lewis Cline, Master of the
Kansas State Grange. I am semi-retired and still live on the farm near Fredonia
in southeast Kansas.

I want to thank you for the opportunity to express my views and what I be-
lieve are the general feelings of the people of my State.

First of all it {s commonly agreed that our nation is suffering from an energy,
inflation and economic problem, There is no doubt that each one brings about or
at least has a bearing on the other.

The so-called windfall profit tax bill is not what people were lead to believe it
was. The big oil companies were the ones that the administration said they were
going after. It would seem to me that the bill is bad energy wise and bad eco-
nomically wise, It will reduce incentives for discovering new oil when we surely
should be increasing them. It will thus reduce future domestie oil production at
a time when our dependence on foreign sources of oil is so uncertain.

The bill is bad economically because it will place the largest tax in history on
the American Consumer and this fuels the flames of inflation.

It seems that in the eagerness and desire to balance the budget we have some
short sighted people in the administration. There are parts of the windfall profits
bill that will effect many of our people adversely.

It has been estimated that there are 2 million small royalty owners throughout
the United States that will be paying the same tax as the giant oil companies. I
don’'t believe the President and some others realized how this harsh tax would
affect these small royalty owners.

At least in Kansas, most royalty owners are working farmers, who are strug-
gling to.survive the_gqueeze of low income price of farm products and the ex-
orbitant increase of costs, fuel, fertilizer, seed, repairs and ete. not to mention
high interest rates. These people are dependent on the modest royalty checks
they receive to weather the unfavorable farm market.

There are also a sizeable group of small royalty owners who are retired per-
sons and dependent on this small income to supplement their social securlty
payments,

I don’t believe in the beginning it was intended that these individuals be the
target of this unjust tax. -

I do feel the proposed bill S 2521 by Senator Dole—Senator Boren and others
to best rectify some of the injustice of H.R. 3919.

Respectfully submitted.
Lewis R. CLINE.

Las VEGAS, NEv., May 26, 1980.-

~

~

Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Room 2227, Dirksen Senate 'Ofice
Building, Washington, D.C.

DeAR MR. STeRN: I am enclosing five copies of letters with exhibits as re-
quired by the press release. Senator Dole has very kindly sent me the necessary
information regarding the windfall profits tax.

We certainly hope that there will be an immediate change in this terrible law,
and that there will be proper measures introduced to remove the tax from the
over riding royalty owners and royalty owners.

Thanks and please submit our objections.

Very sincerely yours, :

MELBURN G. COOPER.
EvELYN B. CoOPER.

LAs VEGAS, NEv., May 26, 1980.
Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Room 2227, Dirksen Senate Office
Building, Washington, D.C.
DEAR MR. STERN : Please be good enough to present our views on the windfall

profits tax effect on small royalty owners. .
‘We are being charged at the rate of 60 percent which is crippling to us.
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By exhibits 1 and 2 you will see that tax assessors are reappraising the
property on which our small income interest is located. The interest we own on
the property in Fort Bend County, Texas is .0046400. The tax was tripled
from $86.66 to $205.64,

The tax on our interest of .0046400 in Stafford, Texas, jumped from $309.90
to $1,059.756 This is only the independent school district tax. We have yet to have
the other taxes besides the wellhead taxes.

Exhibits 8 and 4 show on a check of $1,298.59, the windfall profits tax is
$437.566, leaving a net of $861.03. This is on the small interest .0046400, and on
another plece of property in Saratoga, Hardin County, Texas for one month
on an interest nf one-sixth of one-third, the windfall profits tax is $1,915.94.

The windfall profits tax should be labeled “The OPEC Aid Act of 1979"”. It
is actually an- excise or sales tax on U.S. crude oil revenues and it is aimed at
hurting the small royalty owners and sentors who depend on these checks for
their living. We are senior citizens dependent upon this income for our living.
We are faced with terrible inflation, high prices, and now the tax assessors
are killing us with tripled taxes, and this is only the beginning.

This tax is not the way to encourage more producers to explore for oil. At
this time local, State and Federal Governments receive from 50 to 609 of any
rise in the wellhead crude oil prices thru existing taxes shown on exhibits 8 and
4. This already tax is excessive, and it should also be removed.

Furthermore we feel this Is taxation without representation. It is ruining the
independent oil operators. There is no incentive to drilling wells merely
to pay more taxes, and support the whole world. We are beginning to be even
more dependent on OPEC. Their economy progresses while ours becomes broke
and poor. Why are our misguided representatives never thinking a tax thru,
they just do not realize the implications of these problems.

I feel that this tax should be entirely removed from the royalty owners who
can least afford it. The tax imposed on us is one that only big oil companies
should and can pay, not the senior citizens who have worked all their lives
and been good Americans and paid their taxes to support all the waste in the
government, for if only a portion of the waste was eliminated, there would he
no necessity for such an outrageous tax on royalty owners who are mostly
genior citizens, and who can least afford it, and like us, depend on this royalty
to live on. The decontrol has done absolutely no good. It has hurt us worse than
before decontrol.

The OPEC Ald Act has only helped the greedy countries who are taking away
our rights and treating us like third class citizens.

It it were not for our knowledge and help these OPEC countries would still
be deserts.

In addition to all the taxes on our small royalty we still have to pay county
taxes, income’ taxes ete,, ete., ete.

Your consideration of the entire removal of this royalty tax on us and our
overriding royalty tax would be most appreciated and helpful. I am sure that
none of our representatives in Congress want to deliberately hurt our people,
while helping all the immigrants and unwelcome people coming to our country.
This must be stopped also, it is ruining our economy too. Your consideration
will be most appreciated, and please be good enough to advise us of the action

taken by the committee meeting.
MELBURN G. COOPER.

EvVELYN B. COOPER.
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JULF OIL CORP ~ U S ~ OIL € GAS PURCHASE CHECKX DETAIL PAGE 2

HECK NO. 56-0809565 DATED 05-16-80 MAILED UNDER SEPARATE COVER

DATE fmmmmm—eeee— 100 % - SALES ---=~~ lmmememecaema YOUR INTEREST <=----v/

PROPERTY MOYR LC /QUANTITY GROSS VALUE SEV. TAX /DECIMAL TIER WFP-TAX NET 7
7265500000 0480 10 254.12 9890.36 455.44 ,0182290 1 78.70 93.29
7457700000 0380 10 573.12 8080.9% 372.81 .0208335 1 7.34 153.25
7457700000 0380 10 -573.12 ~-8080.99 -372.81 .0208335 1 -7.18 -153.41
7457700000 0380 10 91.74 3570.54% 164,42 .0208335 1 32.85 s. 1
7457700000 0380 10 ~91.74 ~3570.54 <~-184.42 .0208335 1 -32.83 -38.13
7457700000 0380 10 573.12 8080.99 372.81 .018229%90 1 6.41 134.10
7457700000 0380 10 -573.12 ~8080.99 -372.81 .0182290 -6.28 -134.23
7457700000 0380 10 91.74 3570.54 164.42 0182290 28.75 33.34
7457700000 0380 10 ~91.74 ~3570.54 -164.42 .0182290 1 -28.72 -~33.37
7457700000 €180 50 1593 1362.02 102.15 .0208335 26.25
1457700000 0380 5¢ 1593 1362.02 102.15 .0182290 22.96
7457700000 0480 10 42.62 278.30 12.87 .0208335 5.53
1457700000 Ousy 10 608.45 8639.98 398.58 .0208335 1 6.09 165.61
7457700000 0480 10 137.21 53h0.21 245.91 .0208335 ¢ 48.56 57.58
7457700000 0480 10 42.62 278.30 12.87 .0182290 4.8%
1457700000 0480 10 608.45 8639.98 398.58 .0182290 .34 1u4.89
1457700000 0480 10 137.21% $340.21 245.91 .0182290 42.50 50.35
7468200000 0380 10 1824.21 25721.35 1186.59 ,0208335 1 23.35 487.80
7468200000 0380 10 -1824.21 ~-25721.35 ~1186.59 .0208335 1 -22.84 -488.31
- 7468200000 0380 10 292.05 11366.58 523.40 .0208335 1 104.59 121.32
7468200000 0380 10 -292.05 ~-11366.58 ~-523.40 .0208335 1 -104.51 ~121.40
7468200000 0380 10 18264.21 25721.35 1186.59 .0182290 1 20.43 426.81
7468200000 0380 10 -1824.21 -25721.35 ~1186.59 .0182290 1 -19.99 -427.25
7468200000 0380 10 292.05 1136668 §23.40 .01822%0 1 91.51 106. 14
7468200000 0380 10 -292.05 ~-11366.58 -523.40 .0182290 1! -91.44 -106.21
7468200000 0380 50 1593 1362.02 102.15 .0208335 26.25
7468200000 0380 50 1593 1362.02 102.15 .0182290 22.96
7468200000 0480 10 124.34 811.94 37.59 .0208338 16. 14
7468200000 0430 10 1775.39 25210.56 1163.00 .0208335 ¢ 17.78 483.21
7468200000 0480 10 400.34 15581.23 717.48 .0208335 1 141.70 167.96
7468200000 0480 10 124.34 811.94 37.59 .018229% 18.11%
7468200000 0480 10 1775.39 25210.56 1163.00 .01822%0 1 15.57 422.80
7468200000 0480 10 400 . 34 15581.123 717.48 .0182290 123.98 146.97

's@ | q
i \p"(\“'b

3387.73




ULT OIL CORP - U S

HECK KO. 56-0809565 DATED 05-16-80 MAILED UNDER SEPARATE COVER

PROPERTY

742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
742100000
265500000
‘265500000
‘265500000
'26550Q000
'265500000
'265500000
'265500000
1265500000
'265500000
'265500000
'265500000
1265500000
‘265500000
1265500000
'265500000

211

OIL L GAS PURCHASE CHECK DETAIL

MELBURN G CQOPER AND
EVELYN B COOPER
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DATE
MOYR
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0380
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0380
0480
ougo
ouso
ouso
04so
o480
0380
0380
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0380
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ouso
(22 1]
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0uso

[ mmmmcenn——-

LC /QUANTITY GROSS VALUE SEV. TAX

10
10
to
10
10
10
10
10
50
50
10
10
10
10
10
10
10
10
10
10
10
10
10
10
50
50
10
10
10
10
10

882.97
-888.97
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CRESCENT, OKLA.
PETROLEUM COMMITTEE,

GENTLEMEN : In the Hugles Tool Co. report, for the week ending May 12, 1980,
to the International Association of Drillers and Contractors, show Oklahoma is
in 3rd place of the top five States in the nation, in the number of drilling rigs,
digging at that time.

Records show Oklahoma has held this position most of the time for the last
two years.

The production of oil and gas parallels this fact very closely, and that these
five top states produce 80.3% of the production of the oil that is produced in
the forty-eight states, of the seventy-seven counties in the State of Oklahoma,
only five do not have mineral production at this time.

Since the windfall profit tax effects so much of our population and area, and
especially our royalty owners, who have no deductions from it. We feel that this
is the most unjust and unfair tax ever levied on such a small segment of the
United States population.

We hope and pray that our courts will rule justly and find it to be unconstitu-
tional, also, as President Carter’s ten cent a gallon tax on gasoline was.

We heartily support this amendment and will work for its passage in trying
to correct a great mistake of the bureaucrats.

We of the Oklahoma Mineral Owners Association feel that Senate Bill 2521 will
help in doing this job.

JorN W. MYERS.

SHAWNEE. OKLA., May 22, 1980.
Hon. Davip BOREN,
U.8. Senator,
Federal Building,
Oklahoma City, OKkla.

DEAR SENATOR BOREN : Please consider this letter as a protest to the Windfall
Profits Tax as it relates to royalty owners. It appears to me that the ones who
imposed this tax on royalty owners were not familiar with the status of royalty
owners. As a lawyer, and one familiar with the oil business, you are aware that
a royalty owner is not a producer of oil. Royalty is an item of property. Oil pro-
ducers lease the royalty interests owned by various individuals under particular
tracts of land. The producers cause wells to be drilled, and if there is oil produc-
tion, the owners of the royalty are paid a fractional part of the production from
the wells. As you know, the fractional parts are very small, usually one-eighth.
The royalty owner has absolutely nothing to do with the production or marketing
of the oil.

I am one of those persons who inherited a small amount of royalty from a
relative. I am totally disabled, unable to work, and T considered it a near
miracle that the inherited oil royalty might help offset a portion of my loss of
income due to a heart attack. I have a family to support and obiligations to
meet; and I had projected the anticipated income. prepared a budget, and
resigned myself to a much lower standard of living based upon my new source
of income, a small amount of production from my recently inherited royalty.
But, tragedy again struck. Congress enacted the Windfall Profits Tax and
immediately took a very large portion of the income which I had expected to
use to offset living expenses.

I simply cannot live on the reduced income as a result of the Windfall Profits
Tax. As a very independent person who has always been self-sufficient, I had
refused to apply for Social Security or other_ welfare type of benefits, and I
had expected to make my own way without being on the government teat. But
now it appears that I will be forced to join the many thousands of others who
are living off of those who produce the income in our nation. This I would not
have to do if royalty owners were exempt from the Windfall Profits Tax.

Please help me retain my dignity, self-respect, and independence by removing
the Windfall Profits Tax in order that my family and I might live on our own
income rather than from taxes paid by others who are more able than I to
work. -
Very respectfully,

CaArL E. Jacoss.
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Honorable Senators DAvip BorREN and RoBERr DoLE: I am an Okla. land and
mineral royalty owner.

I feel that the windfall profit tax is unjust, illegal and confiscatory for the
following reasons: ’ '

No. 1. We are forced by drilling and pooling laws to liquidate our assets
without any control whatever, because Okla. law to cover the above is admin-
istered by the corporation commission which is controlled by the oll interests.

No. 2.*We are forced by their rulings to let the oil companics move onto our
property to drill and produce hydrocarbons at the ofl coinpanies will.

No. 3. As small land and royalty owners we have no duc process of law be-
cause these laws are written so we can't even bargain for the highest offer.
They do not give us the same opportunity that is granted the Indians, School,
land department, and Federal Govt.

No. 4. We have nothing to say about who they sell to or how much is pro-
duced. The oil companies can produce in large quantities and deplete the well
and pass their tax on to the consumer and also take tax deductions for other
ventures. Ours is a one time sale. When it is depleted we are out of the oil
business.

There are many other reasons that could be listed but time will not permit.

Sincerely,
L. H. HEILINE.

STATEMENT OF PAULINE HARBERT

HOW I GOT HERE, AND WHY I RESENT BEING THE VICTIM OF THE 80 CALLED
WINDFALL-PROFIT TAX

Thanks, to Jimmy Carter’s maneuvering, I feel like a puppet on his string.
I feel like I'm being manipulated back to the poverty I knew—and struggled
with, as a child.

My Dad used a mule with a chain to arrange rocks for “jumping stones,” They
weren’t close enough together to be called “stepping stones’” We crossed the creek
on them, when the weather was nice, on our three mile hike to school, over a
dirt road.

When it rained the creek got over the stones, the road was muddy—and Daddy
would let us ride the mule to school.

An example of the mules intelligence was provided one day, as she cautiously
put one foot before the other, carrying us down a muddy hill—my Sister, Brother
and I were kicking her in the ribs in an effort to get her to go faster. In exaspera-
tion, she lost her patience with us. She ducked her head and dumped us off in
the mud. She made her way home without us.

When Daddy saw the riderless mule by the yard fence, he rode her back across
the creek to give us a ride—one at & time. Our feet got clean—shoes and all, as
they dangled in the water. The rest of us got dunked in a “wash tub"—chattering
teeth and all, when we got home.

Life on a farm in Ukiahoma for a family of ten, wasn’t all fun and games.
But we survived better than a lot of people during the 20's and 30's—We didn’t
“‘go hungry’’— and we didn’t have time to get into trouble,

Our day started at 4.30 a.m. By the time we fed pigs, got the mules ready for

“the fleld and milched as many as six cows, Mother had a breakfast of fluffy
biscuits, ham or sausage, scrambled eggs and gravy ready for us. Her theory
was “If you eat a better breakfast—you'll do a better job.” Her contention must
have some merit, now her eight children are in their twlight years, and we are
all still healthy enough to do a day’s work.

Mother was of Dutch and German descent. She was a great cook, innovative
and resourceful. We knew it was Spring—when the Poke Salad hit the table—-
Prepared in a 1% dozen different ways.

When we killed hogs in the fall, along with all the preservation of the meat,
we made a year's supply of “lye” soap. Mother never believed that being “poor”
was an excuse for being “dirty.” The dirty people who whine poverty now—
don’t really know what being poor is really like. )

Our clothes got a lye soap secrubbing—on a “rub-board.” They were hung on
the yard fence to dry. We got our scrubbing in the same tubs, with the same
soap—after they were refilled from the creek, and heated on the wood stove.
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During the school part of the year, cutting wood for the heater, as well as
the cook stove was an evening chore, along with feeding the chickens, gathering
the eggs, feeding the pigs, milching the cows—plus un-harnessing the mules and
feeding them. After feeding ourselves, we would be ready for bed at 9 o'clock.
Friday night was my favorite supper—milk and mush!

Our Mother never set a table with an apology. She could serve pinto beans,
cornbread and a glass of milk—with gusto. Our Dad didn't tolerate anyone
sitting at the table to say “I don't like that" He didn’t ask, He would tell us
to leave the table, with the remark—‘You can come back next meal-—so you
can find out how good it is.”

I had a cotton sack hung on my back when I was eight years old. The most
I ever picked in one day was 143 pounds, when I was 11. When we got our cotton
picked, we could pick the neighbors for our money to buy our school clothes.
Mother would make our two dresses, two slips, and two pair of black sateen
bloomers, plus a coat—on a treadle sewing machine. We got one pair of shoes
a year. Our rib socks were long enough to come above our knees—so they could
keep our “long-handles” from rolling up.

Did you ever go to a school where all the kids smelled like either—new overalls
or black sateen bloomers? You missed an experience. Our $2.98 shoes from J. C.
Penny, were better made than the ones we pay $40.00 for now.

We bought sugar in 100 b, sacks. Mother made our “work’ dresses out of them.
One of mine had a big holly wreath on my back. Across my rear was printed
“100 lbs. of pure can sugar” I took such a ribbing—Dady bought a package of
navy blue dye, so Mother could camofluage the lettering.

My Parents were a proud people. They walked tall. They had a fear of God
and a respect for themselv?s. They asked for nothing they didn’'t earn. They
worked hard. They taught fheir children *‘If yon don't make it today—you get
up a little earlier tomorrow and try a little harder.” They never suggested by
example or implication that if we sat on our rear long enough—the ‘‘government”
would provide—by using our working neighbors hard-earned money.

The “Government” does conflscate for that purpose.

- Do you suppose if we printed on all “government” Handout checks “You did -
not earn this money—it comes to you through the benevolence of your working
neighbor.”—it might influence some of the ones who are able to get & job?

I'd like to see it tried.

Yes, Mr. Carter I am disillusioned with you. After working 54 years, chopping
cotton and pleking it, hoeing corn and gathering it, feeding animals, shocking
oats, gathering cane to make molasses, a waltress, a beauty operator, service
station attendant, Western Union operator, a motel manager for 18 years, plus
I followed a Sailor from coast to coast, including Hawalii and Alaska, while I was
rearing our four children. (His battle station—was Captain’s talker on the
bridge of the USS Yorktown, during the bhattle of Midway—where the Mighty
Lady slipped beneath the waves.)

I'm not complaining about my life—its heen Happy, interesting and productive.
I am complaining about what you are doing to it. With the help of people like
Ralph Nadar, George McGovern, Javits, Ted Kennedy, and Ed Muskie—plus
others like them, you are turning my life—and a few millfon other people's—
into a shamble.

I looked forward to relaxing in my »ld age—back on a farm, watching my
Grandchildren grow. You've got inflation so high it looks like I'll either be
back on a mule for transportation, or be your ward in one of the ‘‘government”
institutions.

What a prospect.

The “wind” didn't drop any “profit” >n me—for you and a bunch of ignorant
leeches in Washington to confiscate—-in the name of taxes.

But then that's what taxes are—confiscation of private property.

I paid §50,000 for my interest in the oil business. I didn't enfoy any luxuries
while I was paying it either, and I worked long lours, so there was a sacrifice
for the compensation,

The “government” taxed my earnings while I was buying—No one from the
IRS suggested, that since I was planning for my retirement that I should be
allowed to keep some of the taxes. Since the “‘government” has nothing invested
iltnfm_\' investment, I don't feel that you should practice “legal robbery’—to take

rom me,
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I don’t mind contributing to the effort of trying to satisfy the need for the
neegiy-—but I'm fed up to my eyeballs with trying to satisfy the greed of the
greedy.

I'll resent giving up the luxury of my comfortable car. I'm too old to walk
far, and I don t think I could make it to get on a mule again. I'll resent giving up
the comfort of my home—even though it is only four rooms—plus baths.

Is your objective the destruction of what has always been considered the land
of opportunity??? If so, your children and Grandchildren will be the victims—
the same as mine. Does that idea appeal to you???

Where is the justice?

TuLsA, OKLA., May 22, 1980.
Hon. Davip L. BOREN,
440 Russell Office Building,
Washington, D.C.

DEAR SIR: Please consider my protest of the excessive taxation brought about
by extending the ‘“Windfall Profit” Tax to virtually my sole source of income—
my royalty share of oil production. It is already subject to State Production Tax,
Ad Valorem Tax and Federal Income Tax.

~This is from land in Ector County, ‘Llexas that has been producing since 1936
and, like me, (I am 65 years old Senior Citizen) is nearing depletion. When it is
depleted, probably prematurely as the result of excessive taxation, I will not be
like the big production companies who can move on to newer finds—my oil income
is simply finished.
~. Because of the price controls in effect for the past several years, I have

Teonsistently fallen behind other's whose income has been consistently increased
by inflation and normal growth. Most of my income is still derived from $6.00 a
barrel oil while prices of everything I buy has been and is continuing to shoot
upward. Without a meaningful price increase in this income, I have no other way
to possible keep up with inflation.

I have been unfairly exploited for too long. There is no way a thoughtful, rea-
soning legislatiire can compare my situation in the same light as that of a major,
integrated oil company, or of even any oll producer for that matter.

Your proposed exemption of ten barrels per day of an individual’s royalty ofl
from the Windfall Tax is, as evidenced by the above, of utmost importance to me.
Please pursue that end with every effort at your disposal. You have demonstrated
understanding of the facts of this whole situation and, as one of your constitu-
ency, you have my respect and support. I am proud to have you represent us.

Sincerely yours, -
RozeLLA H. BYARs.

DarLras, Tex., May 21, 1980.

SENATORS DAvID BOREN OF OKLAHOMA AND ROBERT DOLE OF KaANsaAs: It is my
desire to give the following statement to the Senate Committee regarding the
burden of the Windfall Profit Tax to the small Royalty Owners across the nation.

Please be reminded that small royalty owners are those who own mineral rights
which have been leased to producer-operators. The royalty owner retains one-
eighth interest in production at the most and may receive royalty, payments on
one well or more. Some royalty owners who have heired their interest may have
a decimal interest so small you can not see the number for the ZEROS :

On the otherhand, operators have flelds, of which they have seven-eighths
interest, for -which they receive royalty payments. Simple mathematics tell you
that the more you have, the more you receive.

I am familiar with small royalty owners who receive royalty payments in these
denominations: $40.00, 300.00, 500.00, 1,000.00 and upward to $3,000.00. In each
case, after the windfall profit tax and sales tax was deducted, they net approxi-
mately fifty percent of this gross, depending on the tier which their production
is from., Many of these people are on fixed income. One is a divorcee, supporting
four children who receives approximately $30.00 after tax. And they ecall that
“big oil”:

While it is impossible for me to know the circumstance of every individual, the
information received from tax consultants state that some wells can be taxed up
to ninety percent of the net profit. With only 109 left, to sustain oneself would
obviously leave that royalty owner standing outside the Salvation Army.

The roypalty owner is in the position of which he has no control. The operator
determines the price which the oil will be sold. The operator determines the
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production within allowables and capabilities. The royalty owner is at the mercy
of the Operator, Railroad Commission the Federal Government-—but in the case
of the Windfall Profit Tax, found no one had mercy on him:

Royalty Owners are facing Federal Income Taxes, Personal Property Taxes,
State Sales Taxes and infamous insults created by those in Congress who imposed
the Windfall Profit Tax with snide remarks declaring “Big Oll” profits are
“obscene’’, etc. Because of the Windfall Profit Tax, increased taxes will be as-
sessed, while the Federal Government has counfiscated a marginal percentage of
the profit which they so graciously permitted to occur with deregulation.

Royalty Owners are faced with a straight tax rate, for most cases, there is
relatively any deduction. The only specific ones for small Royalty Owners is (1)
State Sales Tax, (2) Depletion, (3) Windfall Profit T'ax, (4) Solar Energy, and

_(5) Transportation. In the case of the last two, few could-involve themselves in
either with what is left for investment. These deductions as do all, cost 100
percent. -

From certain publications which I have read. the royalty owners representation
ceased in both Houses when it was determined certain areas would ve penalized,

“or-lose some of their credits or deductions if exemptions were given in favor of
the royalty owners. Therefore, “sinall royalty owners were left to pay through
the nose.”

By letter, the Internal Revenue Service informs me royalty owners are pro-
ducers and in fact are obligated to the Windfall Profit Tax the same as Operators, _
Royalty Owners should receive equalized deductions; however, they do not have
operating expenses and could not ask for the exact deduction. To equalize, addi-
tional exemptions could result through this proposal by Senators Boren and
Dole, allowing a 10 brl. per day exemption from the Windfall Profit Tax on all
taxable sales.

This 10 brl. per day would have little effect on the small royalty owner who re-
ceives $40.00 gross per month ; however, it can be recognized that royalty owner
is receiving royalty for approximately one barrell of oil per month— at $40.00
per brl. One can hardly call that “obscene.” But, as it now stands, the royalty
owner must be taxed at one of the tax rates of 30-60-70 percent.

Attached are the signatures of some Royalty Owners whom I have been able to
contact on this short notice and have expressed a desire to be represented at this
hearing through my testimony.

It is our sincere desire that those representing small royalty owners will be
able to convince the Congress that the Windfall Profit Tax places a dispicable
burden or injustice on many American citizens, who happen to be fortunate in
possessing a small interest in what once was the World's mgst prized and glamor-
ous resource—OQil. It has fed many families, made them self-sustaining, and
boosted the economy.

In a time when inflation has reached an all time high, when interest rates and
credit are prohibited and recession knocks at ouiir door—the Federal Government
sees fit to take from those who have some purchasing power, who could stimu-
late the economy—and distribute in grants and speculatious which may be-
come a total waste.

This tax was created supposedly to curb inflation. However., when a goal of
227 billion dollars over a period of ten years is speculated at $40.00 per brl. and
upward, there cannot posstbly be any hope of any deflation before 1993.

JoHN R. W. ALEXANDER.

Attachments.

May 23, 1980.

This is to authorize J. R. Alexander to testify in my behal{ at a hearing in
Oklahoma City, Oklahoma on May 23, 1980, conducted by Senators David L.
Boren and Rabert Dole, who are seeking support of their bill to exempt small

royalty owners from the Windfall Profit Tax.
ANNIE MAE PICKERD.

May 23, 1980.

This is to authorize J. R. Alexander to testify in my behalf at a hearing in
Oklahoma City, Oklahoma on May 23, 1980, conducted by Senators David L.
Boren and Robert Dole, who are seeking support of their bill to exempt small

royalty owners from the Windfall Profit Tax.
IMOGENE M. GLENN.

ARNOLD GLENN.
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. May 23, 1980.
This is to authorize J. R. Alexander to testify in my behalf at a hearing in
Oklahoma City, Oklahoma on May 23, 1980, conducted by Senators David L.
Boren and Robert Dole, who are seeking support of their bill to exempt small
royalty owners from the Windfall P’rofit Tax.
Mrs. G. . HEARD.

G. W. HEARD.

May 23, 1980.

This is to authorize J. R. Alexander to testify in my behalf at a hearing in
Oklahoma City, Oklahoma on May 23, 1980, conducted by Senators David L.
Boren and Robert Dole, who are seeking support of their bill to exempt small
royalty owners from the Windfall Profit Tax.

W. V. ROGERS.
BEULAH M. ROGERS.

May 23, 1980.

This is to authorize J. R. Alexander to testify in my behalf at a hearing in
Oklahoma City, Oklahoma on May 23, 1980, conducted by Senators David L.
Boren and Robert Dole, who are seeking support of their bill to exempt small
royalty owners from the Windfalt Profit Tax.

G. W. TAYLOR, Jr.

BoBBIE MORGAN TAYLOR.

May 23, 1980.

This is to authorize J. R. Alexander to testify in my behalf at a hearing in
Oklahoma City, Oklahoma on May 23, 1980, conducted by Senators David L.
Boren and Robert Dole, who are seeking support of their bill to exempt small
royalty owners from the Windfall Profit Tax.

GEORGE MORRIS.
GRACIE MORRIS.

May 23, 1980.

This is to authorize J. R. Alexander to testify in my behalf at a hearing in
Oklahoma City, Oklahoma on May 23, 1980, conducted by Senators David L.
Boren and Robert Dole, who are seeking support of their bill to exempt small
royalty owners from the Windfall Profit Tax.

L. C. MORGAN.
Mrs. RuTH MORGAN.

NELSON's CORNER DRUG,
Sulphur Springs, Tex., May 12, 1980.
Mr. JOHN ALEXANDER,
2922 Royal Street,
Oklahoma City, Okla.

DEAR MR. ALEXANDER: You have the authorization to represent me in litigation
concerning the heavy taxation of-individuals in the windfall profits tax surcharge
on oil royalties.

Yours truly,
LoUISE GILREATH.

68-742 0 - 80 - 15 .
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shiley m clendening

certilied court reporter
5006 homer
dallas tx 75206 . 828-2046

5-11-80

I, the undersigned person give John Alexander the authority
to use my name and to protect my interests at the hearing in
Oklghoma on exemption for small royalty owners from the
WINDFALL PROFITS TAX.

NAME ADDRESS CITY ZIP

744114_&. A /6:}16{0”/ ¢yg3y [/J'Pd /s C.

8

10

11
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ROBERT GLENN RAPP FOUNDATION,
Oklahoma City, Okla., May 23, 1980.

SENATOR BOREN, LADIES AND GENTLEMEN : My name is Leslie Harrison. Mr. Stan-
ley B. Catlett, Mr. James H. Milligan and Mrs. Lois Darlene Milligan, Trustees of
the Robert Glenn Rapp Foundation requested that I represent them by informing
vou and others what the impact of the so-called Windfall Profits Tax is doing to
the Robert Glenn Rapp Foundation and educational institutions.

The Robert Glenn Rapp Foundation is a Private Foundation which is oper-
ated exclusively for charitable and educational purposes. The Foundation is re-
quired by Federal Law to distribute 100 percent of its net profit for these
purposes.

The Robert Glenn Rapp Foundation receives 84 percent of its income from the
sale of oil and gas from the states of Oklahoma and Texas. As of today we have
received payment on only part of two months sale of oil from which Windfall
Profit Taxes have been deducted. Over $23,000.00 has been deducted as Windfall
Profit Taxes from the sale of this oil. In a years time this will amount to about
$£150,000.00. This simply means that the Robert Glenn Rapp Foundation will have
$150,000.00 less each year to pass on to institutions for educational purposes. In
our case it also means a 10 percent tax on our gross income . . . not net income
. . . but gross income.

For the year ended December 31, 1979, the Foundation contributed over
$£000,000.00 for educational purposes. During the past five years, among other
grants totaling a little over $3,000,000, Oklahoma Christian College has been the
recipient of $140,500, Oklahoma Baptist University $125,000, Oklahoma City Uni-
versity $90,000, Oklahoma State University $158,500, University of Oklahoma
$489,800, University of Southern California $775,000, and Oklahoma Medical Re-
search Foundation $134,000.

These figures are not given to brag, but to show that the Robert Glenn Rapp
Foundation is passing all of its profits on to institutions for educational purposes.
We will have at least $150,000 less each year for distribution under the present
Windfall Profits Tax legislation. This is not a “Windfall Profit Tax" to the
Robert Glenn Rapp Foundation, but it is a direct tax to the numerous educational
institutions to which all of our net profit is given.

The above figure of $150,000 will be increased substantially from future oil
production on properties now being developed on which the Foundation owns an
overriding royalty interest.

I thank you for the Trustees of the Robert Glenn Rapp Foundation for this
-opportunity_to point out the error in the legislation as it pertains to the taxing
of royalty interests of our foundation.

Respectfully submitted, -
LESLIE HARRISON.
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AMBNDMENT V (1791)

LIFE, LIBERTY, PROPERTY, PROTECTED,

No person shall be held to answer for a capital, or otherwise infamous
crime, unless on a presentment or indictment of a Grand Jury, except in
cases arising in the land or naval forces, or in the Militia, when in
actusl service in time of War or public danger; nor shall any person be
subject for the same offense to be twice put i{n jeopardy of 1ife or
limb; nor shall be compelled in any Criminal Case to be witness against
himself, nor deprived of 1ife, liberty, or propepty, without due process

of laws; NOR_SHALL PRIVATE PROPERTY BE TAKEN VOR PUBLIC USE WITHOUT
«JUST _COMPENSATION,

This last clause in the 5th Amendment f{s 8o plain a third grader could -
understand it, Every Congressman or Senator who votes to seige the
property of the citi{zens, whether it be their wages, earnings, crops,
cattle, oil etc. etc, for the purpose of giving or loaning to someone
else, has used the power of the government to help part of the citizens
plunder the rest.

Its time to circle the wagons and defend our freedom and our property.
We in the oil industry can start the ball rolling by joining our forces
together big and little, from the royslty owner to the filling station
to bring the message of this rip bff to every automobile owner in the
Country.

We can break the back of this Socfalism that spreads over the Country
like a tidal wave by running out of office every Congressman and
Senator who voted for this monstrosity called the windfall profit tax,
These are the same men who vote to seize large chunks of everyones
paycheck to give or throw away. Thes are the men who have given us
inftation and depression at the same time, who give: us instead of
just compensation a Nation without defenses and a National debt that
staggers the imaginatfon,

WE CAN GIVE OUR NATION A NEW LEASE ON LIFE AND A FUTURE

FOR THOSE WHO ARE WILLING TO WORK AND PRODUCE.
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MR, CONGRESSMAN and MR, SENATOR

You hold a position of honor and trust in the Councils of our Nation, one
to which you have beenn elected by your fellow citizens. Recently you were
called on to make s momentous decision that could cause hardship, not only
for your const{tuents but for the American people generally.

Up ti{ll now there has been 1ittle reason for the American people to under-

stand much about the ofl and gas industry. They have had plenty of fuel to

heat their homes, to power their industries and drive thei{r cars at prices

and {n quentities that reflect the ganius of our free enterprise system and
the men wvho make it work,

The State of Oklahoma, one of our oil producing states has about 60,000
stripper wells. These weak sisters can be nursed along to give up possidly
three to five barrels a day. This amounts . roughly to 200,000 dsrrels

per day. Hundreds of poor boy oil men baby these wells along hoping to get
a barrel or two out of the five--1f they are lucky--for thetr efforts. You
can sec from the percentages of the misnamed windfall profits tax that to
take away 25% to 35% of this small production, or one to two barrels out of
the five leaves these hardworking people with litcle or no reason to cont-
faue their efforts. This could cause a loss to the Natfon of 100,000 to
200,000 barrels of desparately needed production per day.

Dealing in percentages only of the money involved, as the tax does, obscures
a very fundemental fact. There {s no difference to a producer whether the
government lets him sell his oil and takes 25% or wore of the money, or lets
him run the oil {nto his tanks and then sends out trucks to haul off 25% or
nore of the oil. Either way he has been robbed dy his governasnt, his private
property has been seized for public use without any let alone just compensation.
This is strictly prohibited dy the 5th Amendment to our Constitution. As
explained before to take 25% to 35% of the oil produced from stripper wells
lesves the producer with no reason to continue his efforts even {f he could
afford such charity. This is liking asking Congressmen and Senators to be
patriot{c and continue {n their jobs even after their paychecks have been

cut off,

Any Senator or Congressman who voted for this ptundering scheme can in no

way deny without lying to his Constituents, that he drastically increased
inflation the cost of their living and added to the Nation's energy miseries.
Most important of atl he violated his vath to uphold and defend the Constitution
by voting to sefge private property {or pudblic use without any compensation

to the rightf{ul owners. ’



SENATORS WHO mm@roa THE WINDFALL PROFIT TAX
)

Baucus. Max %nunn

Bayh, Birch Indiana

Biden, Jos. R, Delaware
Bradley,Bill New Jersey
Bumpers, Dale Arkansas

Burdick, Quentin North Dukota
Byxrd, Robt C. West Virginias
Cannon,Howard W Nevada

Chiles, Lawton Florida

Church, Frank Idaho

Cranston, Alan Californfa
Culver, Wm S. lowa

DeConcini, Dennis Arizona
Durkin, John A New Hampshire
Eagleton, Thos ?. M{ssouri
Exon, J.James Rebraska

Ford, Wendall H. Kentucky
Glenn, John Ohio

Huddleston, WalterD, Kentucky
Inouye , Daniel K., Hawaii
Jackson, Henry Washington
Johnston, J. Bennett Louisians
Leshy, Patrick J. Vermont
Levin, Carl M{chigan

Long, Russell B, Lousiana
Magnugon, Warren G, Washington
Matsugana, Spark M. Hawaii
McGover, Geo. South Dakotas
Melcher, John Montans
Metzenbaunm, Howsrd Ohio
Morgan, Robt, North Carolina
Moynihan, Daniel P. New York
Muskie, Edaund Matine

Nelson, Gaylord Wisconsin
Nunn, Sam Geogia

Pell, Claiborne Rhode Island
Proxmire, WM, Wisconsin
Kandolph,Jennings West Virginia
Ribicoff, Abraham Connecticut
Riegle, Donald W. Michigan
Sarbines, Paul S, Maryland -
Sasser, Jim Tennessee
Stenntis, John C. Mississippi
Stevenson, Adlai Illinois
Stewart, Donald Alabama
Stone, Richard Florida
Talmadge, He rman Georgia
Teongas, Paul E, Massachusetts
Warner, John W, Virginia
Williams, Harrison New Jersey

RFEUBEIC&S

Baker, Howard H, Tennessee
Chafee, John H, Rhode Island
Cohen, Wa, S, Maine

Danforth, John C. Missouri
Durenberger, David F. Minnesota
Hatfield Mark O. Oregon

Heins, H. John Pennsylvanias
Javits, Jacob K. New York
Mathias, Charles Maryland
Packwood, Bob Oregon

Percy, Charles Illinois
Pressier, Larry South Dakota
Roth, WM.V, Delavare

Stafford, Robt T, Vermont
Weicker, Lowell P, Connecticut
Young, Milton R. Noth Dakota



SENATORS WO VOTED [AGAINSTYTHE WIDFALL PROFIT TAX

DEMOCRATS
L ]

Bentson, Lloyd Texas

Boren, David L. Oklghoma

Byrd Harry F. Virginia

Hart, Gary Colorada

Heflin, Howell Algbama

Hollings, Ernest South Carolina
Pryor, David Arkansas

Zorinsky, Edward Nebraska

REPUBLICANS
ettt

Arustrong, Wm.L, Colorada
Bellmon. Henry Oklghoma
Boschwits, Rudolph E, Minnesota
Cochran, Thad. Mississippi
Dole, Ro™:t. Kansas

Domenici, Pete New Mexico
Garn, Jake Utah

Goldwater, Barry Arizona
Hatch, Orrin Utsh

Hayakawa, S.I. California
Helms, Jease North Carolina
Humphrey, Gordon J. zNew Haapshire
Jepson, Roger W. Iows
Kassebaum, Nancy Kansas
Laxalt, Paul Nevada

Lugar, Richard G. Indiana
McLure, James A. Idaho

Schmitt, Rarrison New Mexico
Simpson, Alan K. Wyoming
Stevens, Ted Alaska

Thurmond, Strom South Caro'inas
Tower, John Texas

Wallop, Malcolm Wyoming



CONGRE SSMEN

WHO VOTED YES FOR THE WINDFALL PROFIT [AX

Addabbo, Joas. New York
Akaka Daniel K, Hawaiil
Albosts, Dongld Michigan
Alexander, Bill Arkansas
Ambro, Jerome New York
Anderson. Glean California
Andrews Ike F, North Carolina
Annung{o, Frank Illinois
Anthony. Beryl Jr. Arkansas
Applegate, Douglas Ohto
Ashley, Thos L, Ohio
Aspin, Les., Wisconsin
Atkinson, Eugene V., Penn.
AuCoin, Les Oregon
Batdus, Alvin Wisconsin
Barnes, Michael v. Md,
Beard, Bd P. R.I,

Bedell, Berkley Iowa
Bellenson, Anthony C, Cal.
Benjanin, Adam Jr. Ind
Bennett, Charles E, PFla.
Bevill, Tom Ala.

Biaggi, Mario N,Y.
Bingham, Jonathon B. N.Y,
Blanchard, Jas. Mich.
Boland, Edw. Mass.
Bolling, Richard Mo,
Boner, Wm. H{12  Tenn.
Bontor, David E, Mich,
Bonker, Don Wash.
Bouquard Marilyn Lloyd 1%Tenn.
Bowen, David R, Miss
Brademus, John Ind.
Brinkley Jack Ga.
Brodhead, Wm. M, Mich.
Brown, Geo.E., Jr. Calif.
Burlison, Bill D, Mo,
Burton Phil{p Calif,
Byron, Beverly B, Md.
Carr, Bob M{ch
Cavanaugh, John J, Nebr.
Chisolm, Shirley N.Y.
Clay, WM, Mo

-Coelho, Tony  Calif

Conyers, Jchn Jr. Mich.
Corman, Jas, C. Calif,
Cotter, Wm, R. Connm,
D'Amours, Norman E, N.H.
Danielson, Geo. E. Calif,
Daschle, Thos. A, S. Dak,
Dellums, Ronald V. Calif
Derrick, Butler S.C.
Dicks, Norman Wash.
Diggs, Charles Mich.
Dingell, John D, Mich.
Dixon, Julian C. Calif,
Donnely, Brian J, M ass.
Downey, Thos. N.Y.
Drinan, Robt, F. Mass,
Duncan, Robt, Oregon
Early, Jos., D. Mass.
Eckhardt, Bob Tex.
Edgar, Robt. W, Pa.
Edwards, Don Calif.
Ertel, Allen E. Pa. -
Evans, Billy Lee Ga.
Evans, David W, Ind
Fary, John G. 1Il1,
Fascell, Dante B, Fla.
Fazlo, Vic Calif.
Ferraro, Geraldine N.Y,
Fi{sher, Jos. L. Va.
Fithian, Floyd Ind.
Flippo, Ronnie G. Ala,
Florio, Jas. J. N,J.
¥oley, Thos. S.” Wash,
Ford, Harold E, Tenn.
Ford, Wm, D. MIch.
Fountain, L.H, N.C,
Fowler, Wyche,Jr. Ga.
Frost, Martin Tex.
Fuqua, Don .Fla.

Gaydos, Jos, M. Pa,
Gephart Richard A, Mo,
Giaimo, Robt. N, Conn.
Gibbons, Sem Fla.

Ginn, Bo Ga.

Glickman, Dan Kans,
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CONGRESSMEN
WHO VOTED ESE.T“E WINDFALL TAX PAGE 2

DEMOCRATS
osupenmdlle

Tenn.
Pa.
N.Y.

Gore Albert JR.
Gray Wm, H, 111
Guarini, Frank J.
Gudger, Lemar N.C.
Hall, Tony P. Ohio
Ham{lton, Lee H.
Hanley, Jas. M.
Markin, Tom lowa
Harris, Herbert E. II
© Rawkins, Augustus F, Calif,
Hefner, W.G. B{11 N,C,
Heftel. Cecil Hawaii
Holland, Ken S.C,
Holteman, Elizabeth
Howard, Jas. J. N.J.
Hughes, Wm, J, N.J.
Huttn, Earl DeWitt
Ireland., Andy Fla,
Jenkins, Ed Ga.
Johnson, Harold T,
Jones, Ed Tenn.
Kastenmeier, Robt., W,
Kildee, Dale E. Mich.
Kogovsek, Ray Colo.
Kostmayer, Peter H. Pa.
LaFalce, John J, N.Y.
Lederer, Raymond F, Pa,
Lehman, Wn, Fla,
Leland, Geo, T.
Levitas, Elliot H,
Lloyd, Jim Calif,
Long, Clarence D, Md.
Lowery, Mi{chael E. Wash.
Luken, Thos. A, Ohio
Lund{ne, Stanley N.
McCormick,.itike Wash,
McHugh, Matthew F, N.Y,
Maguive, Andrew N.J,
Matsui, Robt, T. Callf,
Mavroules, Nicholas Mass,

Ind.
N.Y,

Va.

N.Y.

Fla.

Calif.

Wis.

Tex.
Ga.

N.Y,

Mazzoli, Romana L. Ky.
Mica, Dan Fla.
Mikulsk{, Barbara A. Md
Miller, Geo. Calif.
Mineta, Norman Y. Calif.
Minish, Jos. G. N.J.
Mitchell Parren J, Md
Mogkley, Joe Mass.

Mollohan, Robt.H, W. Va.
Montgomery, G.V. Miss,
Moorehead, Wm. S. Pa.
Mottl, Ronald M. Ohio
Murphy, John M, N.Y,
Murphy, Austin J. Pa.

Murtha, Joh: P, Pa.

N.tCh‘r. Wm, H. Ky.
Neal, Stephen L. N.C.
Nedzi, Lucien N. Mich.
Nelson, Bill Fla.
Nichols, Bill Ala.
Nowak, ilenry J. N.Y.
Oakar, Mary Rose Ohio
Oberstar, Jas. L, Minn,
Obey, David R, Wis.

Ottinger, Richard L., N.Y,
Panetta, Leon E, Calif,
Pltten, Edw, J. . N.J,
Pattersor, Jerry M, Callf,
Pease, Donald J. Ohio
Pepper, Claude Fla.
Perkins, Carl D. Ky.
Petri,

Peyser, Pcter A, N.Y,
Porter,

Preyer, Richardson N.C.
Price, Melvin Ill.

Rahall, Mck Joe II W. Va.
Rangel, Chas. B, N.Y,
Rickmond, Fredrick W, N.Y,
Rodino, Peter W, Jrr N.J.
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CONGRESSMEN
WHO VOTED FOR THE WIDFALL TAX PAGE 3

DEMOCRATS
PR~ - Y

Roe, Robt., A, N,J.

Rose, Charles N.C,
Rostenkowski{, Dan Il1.
Royball, Edw, R, Calif,
Royer,

Russo, Marty Il1,

Sabo, Martin Olav  Minn.
Santini, Jim Nev.
Scheuer, Jas. H, N.Y,
Schroeder, Patricia Coto.
Shannnn, Jas. M. Mass,
Sharp, Philip R. Ind.
Shethy, Richard C, Ala.
Simon, Paul 111,

Skelton, Tke Mo,

Smith, Neal Iowa

Snlarz Stephen J. N,Y,
Speliman, Gladys Noon M4,
St. Germain

Stark Edw, J. Fla.
Sgaggers, Harley O, W, Va,
Stark, Fortney H, Calif.
Stokes Louis. Ohio
Stratton, Samuel S. N.Y.
Studds, Gerry E,  Mass.
Swift, Allan Byron Wash,
Thompson. Frank Jr. N.J.
Traxler, Bod Mich
Udall, Morris X, Arie,
Ullman, A1  Oregon-

Van Deerlin, Lionel Calif.

Vanik, Chartes A, Ohio
Vento, Bruce F. Minn,
Volkmer, Harold K. Mo.
Walgren, Doug Pa.
Weaver, Jas, Oregon

Weiss, Ted N.Y.
Whitley, Charles N.C.
Whitten, Jamie L. Miss,
Williams, Pat Montana

Wilson, Charles H, Calif,
Wirth, Timothy E, Colo.
Wolff, Lester L. N,Y,
Wolpe, Howard Mich,
Wright, Jim Tex.

Yates, Sydney R, 111,
Yatron, Gus. Pa.

Young, Robt, A, Mo.
Zabtlocki, Clement J. Wis.
Zefferetti, Leo C. N.Y.
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WHO VOTED AGAINST THE WINDFALL TAX
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DEMOCRATS
[ ]
Barnard, Doug Ga.,

Boggs, Lindy La
Breaux, John B, La.

Brooks, Jack - Tex.
Chappel},Bill Jr, Fla.
Daniel, Dan Va.

de la Garza, E. Tex.

English, Glenn Okla.
Gonzales, Henry B, Tex.
Gramm, Phil Tex,

Hall Sam B, Jr. Tex

Nance, Kent Tex.

Rightower, Jack Tex.

Hubbard Carroll Jr, Ky.
Huckahy., Jerry La. -
Irhord. Richard H. Mo. ~
Jacobs, Andrew Jr. Ind.
Jones, Jas. R, Okla.

Kazen, Abraham Jr. Tex. -
Leath, Marvin Tex,

Long, Gillta W, La.

McDonald, Larry Ga.

McKay, Gunn Utah

Mattox, Jim  Tex.

Pickle, J.J, Tex.

Reuss, Henry S, Wis.

Roberts, Ray Tex.

Runnels, Larold N, Mex.
Satterfield, David E, III Va,

Steed, Tom Okla,
Stenholm, Charles W, Tex.
Stump, Bob Ariszona

Synar, Michael Okla.
Watkins, Wes Okla.
White, Richard C, Tex.
Wilson, Chas. Tex.

Wyatt, Joe Jr. Tex.
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CONGRES SMEN

WHO VOTED 525 THE WINDFALL TAX

REPUBLICANS
eSS T—

S. Dak.
Dak.

Abdnor, Jas
Andrews, Mark N,
Bafalis, L.A. Flae.
Bauman, Robt E,  Md,
Beard, Robin L. Tenn.
Bethune, Edwin R, Jr,
Broomfield, Wm, S,
Brown, Clarence J,
Broyhill, Jas T,
Buchanan, John Ala,
Carney, Wm, N.Y,
Carter, Yim Lee Ky,
Clinger, Wn, F, Jr, Pa.
Conable, Barber B, Jr,
Conte, Silvio O, Mass.
Coughlin, Lawrence Pa.
Courter, Jas. A. N.J.
Davis, Robt, W, Mich.
Derwinski, Edw, J. 1.
Dougherty, Chas. F. Pa.
Duncan, John J, Tenn.,
Emery, David F, Maine
Erdahl, Arlen Minn.
Erlonborn, John N,
Evans, Thos, B, Jr,
enwick, Millicent
Findley, Paul 1.
Fish, Hamilton Jr.
Frenzel, B{ll Minn,
G{lman, Benjamin A, N.Y.
GCoodling, Wm, F. Pa.
Grassley, Chas, E, Iowa
Green, S. Wm, N.Y.

Guyer, Tennyson, Ohio
Hagedorn, Tom  Minn,
Hammerschmidt, John Paul
Heckler, Margaret M, Mass.
Hitlis, Elwood Ind.
Hollenback, larold C.
Halt, Msrijorie S. Md.
Hopkins, Lerry J. Ky.
Hyde, Henry J. Ill.
Latta, Delbert L. Ohilo
Leach, Jim Iowa -
Lee, Gary E, N.Y.
Lent, Novman F, N.Y,
McClory, Robt, 1.
McCloskey, Paul N, Jr,
McDade, Jos. M, Pa.

Ark.,
Mich.
Ohio
N.C,

N.Y,

I,
Del.
N.J.

N.Y.

Ark.

N.J.

Calif,

McKinney, 3Stewart B, Conn.
Madigan, Edw. R, I1t.,
Marks, Marc L. Pa.
Marlenee, Ron Montana
Martin, Jas. G. N.C,
Michel, RobLt. H. I11.
Mitchell, Donald J. N.Y.
Pashayan, thas., Jr, Calif.
Pritchard, Joel Wash
Pursell, Carl D. Mich.
Quayle, Dan Ind.
Quillemn,Jes. H, Tean.
Railsback, Tom Il1.
Regula, Ralph S, Ohio
Rinaldo, .iatthew J. N.J.
Ritter, Con Lawrence Pa.
Roth, Toby Wisc.
Sawyer, Harold S. Mich.
Neb.
Maine -

Smith, Virginia
Snowe, Olympia A,
Snyder, Gene Ky,
Solomon, Gerald B.H,
Spence, Flnyd S.C.

N.Y,

Stangeland, Arlan Minn,
Stanton, J, Wn, Ohio
Tauke, Thos. J. Iowa

Trible, Paul S. Jv, Va.
Walker, Rolt. G, Pa.
Wampler, Wn, C. Va.
Whitehurst, G, Wm, Va.
Willfams, Lyle Ohio
Wylie, Chalmers P, Ohto
Young, C.W. . Fla
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Lundgren Dan  Calif.

CONGRESSMEN
WHO VOTED Aﬁﬁ;ﬂf? THE WINDFALL TAX
REPUBLICANS
aagu—
Avcher, Bill Tex.
Ashbrook, John M. Ohio
Badham, Robt, E. Calif.

Bereuter, Douglas K. Neb.
Butler, M, Caldwell Va.
Campbell, Carrol A, Jr. s.C,
Cheney, Richard Bruce Wyoming
Clausen, Don H, Calif.
Cleveland, Jas. C. N.H.
Coleman, E Thomas Mo,
Collins, Jas. M. Tex.
Corcoran, Tom I11.

Crane, Daniel 111,

Daniel, Robt. W, Jr.
Dannemeyer, Wm, E,
Deckard, H. Joel
Devine Samuel L.
Dickenson, Wm,., L.
Dornan, Robdt. K.
Edwards, Jack
Edwards, Mickey
Forsuthe, Edwin B,
Gingrich, Newton Leroy
Goldwater, Barry M, Jr.
Gradison, Willis D, Jr,
Grisham, Wayne Ce iC,
Hansen, George Idaho
Hinson, Jon Miss,
Horton, Frank N.Y,
Jefifovrds, Jas. M. Vt.
Jef(ries. Jas, E. Kans.
Kelly, Richard Fla.
Kemp, Jack F, N.Y.
Kindness, Thos. N,
Kramer, Ken Colo.
Lagomarasino, Robt, J.
Lewis, Jerxy Calif.
Livingston, Bob La.

Va.
Calif.
Ind.
Ohio
Ala.
Calif.
Ala.
Okla.
N.J.
Ga.
Calif.
Ohio

Ohio

Calif,

Loeffler, Thos. G. Tex.
Lott, Trent  Miss.
Lujan Manuel Jr, N, Mex.

McEwen, Robt. C. N.Y,
Marriot, Dan Utah
Miller, Clarence E. Ohio

Moore, W. Hensen La.

Moorehead, Carlos J. Calif,
Myers, John T. Ind.

Paul, Ron Tex.

Robinson, J. Kenneth Va,
Rousselot, JohaH., Calif,

Rudd, Eldon Aris.
Schulgze, Richard T, Pa.
Sebelius, Keith J. Kans.
Sensenbrenner, F, Jas, Jr.
Shumway, Norman D.  Cgalif,
Shuster, Bud Pa.
Stockman, Dave Mich,
Symm 8, Steven D, Idsho
Taylor, Gene Mo,

Thomas, Wn, M, Catif.
Vander Jagt, Guy Mich.
Whittaker, Robt, Kans.
Wilson; Bob Calif,

Winn, Larry Jiv. Kans,
Wydler, John W, N.Y.
Young, Don  Alaska

Wis.
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~— CENTURY 21,
A & W REALTY, INC,,
Tulsa, Okla., May 23, 1980.

Re: 8. 2621 -- -
Mr. MICHAEL STERN,

Senate Committee on Finance,

2227 Dirkscn Senate Office Building,
Washington, D.C.

DEeAR MR. STERN : Thank you for your Mailgram of the 20th of May, 1980 advis-
ing me to submit my written statement for consideration in regard to the above
mentioned legislation.

" My statement is made on behalf of my mother, who outside of Social Security
and her savings, has to depend on ol royalties for her support. All her royalties
are old oil or stripper oil that have been hit the hardest by the Windfall Profits
Tax. I feel that it is very unfair and possibly unconstitutional for one or two
groups to be singled out to be taxed to these extremes. What the Windfall Profits
Tax has effectively done is to cut my mother's income by 60 percent. This is not
conserving energy or taxing the profits of the oil companies, it is taking food out
of the mouths of the people of the United States that have mineral rights that
produce the fuel of the Nation.

Thank you for allowing me to express my views and support for Senate Bill
2521.

Sincerely,
JAMES R. ADELMAN, President.

DEWEY, OKLA, ~
Senator ROBERT DOLE,
Kansas. ~

DEAR SENATOR: The new so called “WINDFALL” tax on oil will deal a terrific
blow to small producers and all the royalty owners. Many stripper wells will
be plugged that will no longer be economical feasible to operate and many more

“scheduled for opening will not be.

Speaking from a personal point of view as a small producer, this tax is unfair
and will force a change in my operations. My wells are classified as stripper,
producing 3% to 14 barrels each day per well. Equipment costs and repair labor
has gone out of sight, making it very difficult to make a profit. With the new
“PROFITS" tax, the cost of operations vs income is marginal at best, with
the prospects of drilling more wells or purchasing equipment for other old wells
is out of the question.

The energy shortage is definitely not being helped by this new tax. In reality,
an adverse effect will be the end result and will add to our energy problems.

Your assistance, in obtaining relief from the tax for both royalty owners and
lslmlall independent producers is requested. Thanks for your understanding and

elp.
Yours truly,
Howarbp HEUSTON.

BARTLESVILLE, OKLA., May 15, 1980.
.— Hon. DAvID BOREN,
U.S. Senate,
Washington, D.O.

DEAR SENATOR BOREN: I have just received information that you will be in
Great Bend, Kansas on May 23 along with Senator Dole. =

Unfortunately we will not be able to attend, but a good friend of mine has
offered to give you this note.

It is hoped that with the help from you and Senator Dole that something can
be done about the windfall profit tax that was recently fmposed on royalty
owners like myself and independent owners. My last check was $192.00 net, wind-
fall profit tax $102.00. We have only one (1) well on our property, very small
production about 2.5 barrels a day, so you can see this tax will cause landowners
like myself to close down their operations as it is hardly worth the wear and tear
on our land. -

—F - Sincerely yours, -
J. L. BvANs.

68-742 0 - 80 - 16
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WeLLsviLLE, KANS., June 4, 1980.
Mr. MICHAEL STERN,

Staff Director, Committee on Finance,
Dirksen Senate Opice Building, Washington, D.C.

DEAR MB. STERN : As it was impossible for me to attend the hearings on exempt-

ing small royalty owners from the windfall profits tax held May 23rd at Great

- Bend, I would like to present my opinion on the matter in the following state-
ment to the Subcommittee.

‘We own a farm on which there is an oil lease, falling in the category of strip-
per wells. It seems quite unfair that we are being taxed at the same rate as the
huge oll companies, when the tax was originally meant to be only on the oil
giants. We have been approached by an oil producer to lease some more of our
land for drilling; however, with a 349% tax on the total oil produced, we would
not consider leasing any more land. It seems the tax is actually preventing
additional drilling.

‘We are in full support of Senate Bill 2521.

Sincerely, -
: ROBERT PERKINS.
BETTY PERKINS.

CHAMPAIGN, ILL., May 30, 1980.

U.S. SENATE COMMITTEE ON FINANCE,
SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT, -
Dirksen Senate Office Butlding, Washington, D.C.

I am writing in support of 8. 2521 which would entirely exempt small royalty
owners from the Windfall Profit Tax. I request that my statement which follows
be included in the printed record of the hearings and be seriously considered by
the Committee. The main points are: :

(1) My husband and I are retired and our retirement income has suffered
from inflation. We need my royalty income to help us cope.

'(2) My personal royalty interest is small.

(8) Production on this property was initiated by a small Independent Pro-
ducer, but was taken over by AMOCO, an action over which I had no control.

(4) My modest interest in production which is still controlled by small Inde-
pendent Producers is not subject to the tax. -

I inherited from my mother a small royalty interest in ofl production in Texas.
This March, I was amazed to learn that AMOCO was deducting from my modest
check a tax at the same rate at which the giant oil company pays under the
“Windfall Profit Tax”. The property referred to is approximately 100 acres
located in the State of Texas and was developed more than 20 years ago by a
small Independent Producer. Recently, AMOCO took over the production, an
action in which I had no say. Other small royalty interests I own in the ared are
still being produced by Independents and are, therefore, not subject to the Tax, I
find it difficult to believe that Congress intended that I, as a small rovalty owner,
should be taxed at the same rate as a multi-billion dollar corporation.

My husband and I are retired and were counting on this small inheritance
from my mother to augment his pensicn and try to cope with the effects inflation
is having on our retirement years.

I respectfully request that your committee serfously consider the injustice this
tax on giant corporations is having on the small acreage and small royalty
owners, and try to give us some rellef, if not complete exemption from the
“Windfall Profit Tax”, which I believe should be the case. I appreciate the
exemption on production by small Independent Producers and believe I should
also be exempt on my small interest in production by a larger corporation.

HELEN K. SIEss,

May 26, 1980.

SMALL ROYALTY OWNERS WINDFALL TAX EXEMPTION PETITION

Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Room 2227, Dirksen Senate Offce Building,
Washington, D.C.

GENTLEMEN : We, the undersiguned, were unable to attend either of the meetings
of the Finance Subcommittee on Taxation which were held in Oklahoma City,
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Oklahoma and Great Bend, Kansas on May 23, 1980. For this reason, we wish
to present our strenuous objectlons to the “0il Windfall Tax" as it i8 so unjustly
applied to small royalty owners.

Our objections are briefly outlined as follows:

1. To start with, we only receive a small percentage of the oil income from
any oil well, large or small, and yet we are taxed at a 609 rate, the same as the
oil giants. We are unable to manipulate expenses or prices to soften the blow.

2. The independent oil producer is only taxed 30% on the same oil. We do not
object to this because the indepemdent producer performs a very valuable and
risky service for the oil industry but we do believe that small royalty owners
should also receive equally fair treatment.

8. It is almost universally agreed upon that it is fair for persons with smaller
incomes to pay income taxes at lower percentage rates than those with larger
incomes. If this basic principle is fair, then it should obviously be only fair that
small royalty owners should be taxed less and not at all on some logical minimum
quantity of oil.

4. A windfall tax of 609, applied to a small royalty owner plus income taxes
on the balance almost amounts to confiscation of property. Oil is property the
same as land and buildings. Can anyone imagine the public uproar if all land
and homes were taxed on a similar basis?

8. Finally, the farmer is being unmercifully squeezed between high costs and
low prices for his farm products so why punish him additionally with a totally
unfair windfall tax to add to his already difficult financial problems.

With the above in mind, we respectfully request that Senate Bill S-2521 and
House Bill H.R. 7127 be favorably acted upon.
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SMALL ROYALTY OWNERS WINDFALL TAX EXEMPTION PETITION

Mr. MICHAEL STERN,
Stafy Director, Committee on Finance, Room 2227,
Dirksen Senate Office Building, Washington, D.C.

GENTLEMEN ;| We, the undersigned, were unable to attend either of the meet-
ings of the Finance Subcommittee on Taxation which were held in Oklahoma
City, Oklahoma and Great Bend, Kansas on May 23, 1980. For this reason, we
wish to present our strenuous objections to the “Oil Windfall Tax” as it is so
unjustly applied to small royalty owners.

Our objections are briefly outlined as follows:

1. To start with, we only receive a small percentage of the oil income from any
oll well, large or small, and yet we are taxed at a 60% rate, the same as the oil
glants. We are unable to manipulate expenses or prices to soften the blow.

2. The independent oil producer is only taxed 30% on the same oil. We do not
object to this because the independent producer performs a very valuable and
risky service for the ofl industry but we do believe that small royalty owners
should also receive equally fair treatment.

3. It is almost universally agreed upon that it is fair for persons with smaller
incomes to pay income taxes at lower percentage rates than those with larger
incomes. If this basic principle is fair, then it should obviously be only fair that
small royalty owners should be taxed less and not at all on some logical minimum
quantity of oil,

4. A windfall tax of 60% applied to a small royalty owner plus income taxes on
the balance almost amounts to confiscation of property. Oil is property the same
as land and bnildings. Can anyone imagine the public uproar if all land and
homes were taxed on a similar basis?

5. Finally. the farmer is being unmercifully squeezed between high costs and
low prices for his farm products o why punish him additionally with a totally
unfair windfall tax to add to his alreadv dificult financial problems.

With_the above in mind, we respectfully request that Senate Bill S-2521 and
House Bill H.R. 7127 be favorably acted upon.
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BRIGHTON, CoLo., June 14, 1980.

Mr. MICHAEL STERN,
Stafy Director, Committee on Finance, Room 2227,
Dirksen Senate Office Building, Washington, D.C. -

GENTLEMEN : The attached petition has been signed by farmers and small oil
royalty owners scattered over an oil field of about county size in area. This field
is composed of many small producing oil wells, none of which are gushers, hence
it well illustrates how damaging and unfair the 609% windfall ofl tax falls on the
small royalty owners of such wells. -

I teel sure that if more iize were available we could have secured many, many
more signatures to this petition and if it were explained and circulated nation-
ally then there would have been several million signatures because the injustice
3{) :he excessive 60% windfall tax, as applied to small royalty owners, is so

vious.

I am an elderly retired farmer and I have always believed that the majority
of U.S. citizens have an inherent sense of justice therefore I sincerely hope that
you agree with this conception and will exert every effort to correct the injustice
now perpetrated on the small oil royalty owner.

Sincerely yours,
MARK MCELWAIN,
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May 29, 1980

SMALL ROYALTY OWNERS WINDFALL TAX EXEMPTION PETITION

Attention: Mr. Michael Stern
Staff Director
Committee on Finance, Room 2227
Dirksen Senate Office Building
Washington, D.C. 20510

Gentlemen:

We, the undersigned, were unable to attend either of the meetings
of the Finance Subcommittee on Taxation which were held in Oklahoma
City, Oklahoma and Great Bend, Kansas on May 23, 1980. For this
reason, we wish to present our strenuous objections to the "0il
w;ndfall Tax" as it is so unjustly applied to small royalty owners.

‘Our objections are briefly outlined as follows:

1, To start with, we only receive a small percentage of the
N oil income from any oil well, large or small, and yet we
, are taxed at a 60% rate, the same as the oil giants.

We are unable to manipulate expenses or prices to soften
the blow.

2. The independent oil producer is only taxed 30% on the same
0il. We do not object to this because the independent
producer performs a very valuable and risky service for the
oil industry but we do believe that small royalty owners
should also receive equally fair treatment.

3. It is almost universally agreed upon that it is fair for
persons with smaller incomes to pay income taxes at lower
percentage rates than those with larger incomes. If this
basic principle is fair, then it should obviously be only
fair that small royalty owners should be taxed less and not

"at all on some logical minimum quantity of oil.

sontinued -
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4. A windfall tax of 60% applied to a small royalty owner
plus income taxes on the balance almost amounts to

0i1 is property the same as
Can anyone imagine the public

uproar if all land and homes were taxed on a similar basis?

=2
Mr. Michael Stern
§/29/80
confiscation of property.
land and buildings.
I~ 5.

Finally, the farmer is being unmercifully squeezed between
high costs and low prices for his farm products so why
,‘§' punish him additionally with a totally unfair windfall
tax to add to his already difficult financial problems.

With the above in mind, we respectfully request that Senate Bill
§-2521 and House Bill H.R. 7127 be favorably acted upon.
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-2-
Mr. Michael Stern
5/29/80

4. A windfall tax of 60% applied to a small royalty owner
plus income taxes on the balance almost amounts to
confiscation of property.' 0il is property the same as
land and buildings. Can anyone imagine the publie
uproar if all land and homes were taxed on a similar basis?

S.

Finally, the farmer 19 being unmercifully squeezed between
high costs and low prices for his farm products so why
punish hia additionally with a totally unfair windfall
tax to add to his already difficult financial problems.

With the above in mind, we respectfully request that Senate Bill
S$-2521 and House Bill H.R. 7127 be favorably acted upon.
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Mr. Michael Stern

5/29/80

4.

A windfall tax of 60V applied to a small royalty owner
plus income taxes on the balance almost amounts to
confiscation of property.> 0i1 is property the same as

land and dbuildings. Can anyone imagine the public

uproar if all land and homes were taxed on a similar basis?

Finally, the farmer ig being unmercifully squeezed between
high costs and low prices for his farm products so why
punish him additionally with a totally unfair windfall
tax to add to his already difficult financial problenms.

With the above in mind, we respectfully request that Senate Bill
$-2521 and House Bill H.R. 7127 be favorably acted upon.
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Mr. Michael Stern
$/29/80

4., A windfall tax of 60% applied to a small royalty owner
plus income taxes on the balance almost amounts to
confiscation of property. 0il is property the same as
land and buildings. Can anyone imagine the public
uproar if all land and homes were taxed on a similar basis?

§. Finally, the farmer is being unmercifully squeezed betwee
high costs and low prices for his farm products so why
punish him additionally with a totally unfair windfall
tax to add to his already difficult financial problems.

With the above in mind, we respectfully request that Senate Bill
§-2521 and House Bill H.R. 7127 be favorably acted upon.

DATE ADDRESS

lfﬂ?v 10385/ Monlerey €1, Pgmw,fa. Fo2z/
-s-19 /0 35/ Car, Klewver, 0, 8072

L 554 722 - 10/ ave, hvuver Joro

[2-0-2 Fy8 Sasy /S 7 ,/qﬂ,nwfll’)

f.r0f 377 BellFne 7] C los
offd | 07 00mer> Cb S faxy

- |, PP w. 7% . Dloat. &
F e B I
/’}m//m k| 2793 o 95 T T i s0030




-2-
Mr. Michael Stern
5/29/80

4, A windfall tax of 60% applied to a small royalty owner
plus income taxes on the balance almost amounts to
confiscation of property. 0il is property the same as
land and buildings. Can anyone imagine the public
uproar if all land and homes were taxed on a similar basis?

S. Finally, the farmer is being unmercifully squeezed between
high costs and low prices for his farm products so why
punish him additionally with 2 totally unfair windfall
tax to 3dd to his already difficult financial problems.

With the above in mind, we respectfully request that Senate Bill
§-2521 and House Bill H.R, 7127 be favorably acted upon.
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¥#e. Michael Stern
6/29/00

8. A windfall tax of 60V applied to a small royalty owner
Plus income taxes on the balance almost amounts to
confiscation of property. O0il is property the same as
land and buildings. Can anyone imagine the public
uproar if all land and homes were taxed on a similar basis?

§. Finally, the farmer is being unmercifully squeezed between
high costs and low prices for his farm products so why
punish him additionally with a totally unfair windfall
tax to add to his already difficuit financial problenms.

. With the above in mind, we respectfully request that Senate Bill
8-2521 ahd Hodse Bill H.R. 7127 be favagably acted upon.
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Mr. Michael Stern

5/29/80

4.

A windfall tax of 60% applied to a small royalty owner
plus income taxes on the balance almost amounts to
confiscation of property.‘ 0il is property the same as

land and buildings. Can anyone imagine the public

uproar if all land and homes were taxed on a similar basis?

Finally, the farmer is being unmercifully squeezed between
high costs and low prices for his farm products so why
punish him additionally with a totally unfair windfall
tax to add to his already difficult financial problems.

; With the above in mind, we respectfully request that Senate Bill
i

S§-2521 and House Bill ‘H.R. 7127 be favorably acted upon.
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Mr. Michael Stﬂrh

§729/80

LN

A windfall tax of §0% applied to a small royalty owner

plus income taxes on the balance almost amounts to
confiscation of property. 0il is property the same as

land and buildings. Can anyone imagine the public

uproar if all land and homes were taxed on a similar basis?
Finally, the farmer i§ being unmercifully squeezed between
high costs and low prices for his farm products so why
punish him additionally with a totally unfair windfaill

tax to add to his already difficult financial problems.

With the above in mind, we respectfully request that Senate Bill
$-2521 and House Bill H.R.

7127 be favorably acted upon.
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A windfall tax of 60V applied to a small royalty owner

plus income taxes on the dbalance almost amounts to

confiscation of propctty.'
land and buildings.

0i1 is property the same as

Can anyone imagine tha public

uproar if all land and homes were taxed on a similar basis?

Finally, the farmer iE be{ng unmercifully squeezed between

high costs and low prices for his farmm products so why
punish him additionally with a totally unfair windfall

tax to add to his already difficult financial prodlems.

With the above in mind, we respectfully request that Senate Bill
$-2521 and House Bill K.R. 7127 be favorably acted upon.

NAME DATE
&l C. W
7 Aapuils 730
‘};’.“!@5%! e
s/,
‘/775 Lace C/% ]

Wwﬂw

; M

/é%aggAQ Forats

S;hﬂa n:lr

" Y%

“ehd
P
“Hif
“Yh

i

____ADDRESS
37737‘42/C3‘? ¥
4a3 . #2411 %ﬂﬁ& j
4ﬁf7'-z;25- :
tEICE - -8 £, ey
Y"?‘/‘(JcR r Ann Co/O
479X 28
rs mi‘?ﬂ“
z%g & “‘5%

4&

é*(fjo CL ot 8o,

fth CBLO y%(o

J114

fﬁﬂ,gm 79 Be:
29 7&‘(‘)‘79

/é/e.z A?oxs'g"/

5?} B2 Ryeg S Ao, 8069
”%.H Nl Qo?(‘S: w A, S0601



251

ADDRESS

221t Eool /ao:’: @Ff‘,/??n
7 . K07 g N

/257 Duatac %
/7)6‘/}0«.—..)6 Bl ot

)38 28 Vosgmi7w 81 % ;
/3;2(5/ IS ,éé
WA 3 ey 139 4 Ce)
> ﬁz;/ /55 ﬂ%/%gf%

ot 1% G ) Bl 8,

b.

’ 1 Sesxte .
‘:;.ﬂo 57'l So >otf du;/?m;&n.eoto 2040}

/OIQWM%%‘CO,

129 55 Weome SF Wc,eo
rgonl CounZig Holle O Brg RO |

1Yo’ : I, 6“7.&/%'
1 o B g
14 e bl
(SI‘l(S wo Co¥Q . Be b\&“‘/c’k’(’:’d
004 S . Ldevnrdve 73 -

340 3rd 3k, PAHpER Co,

aveld oo R, 2.3 FF Lot Coto-
B o Bt ¥rie]
/7‘/4: /8% hre y 1A 1’161"/1




252

__DATE ADDRESS

NANME )
2o ol 12| 62/ oY e BT, Lrtiaindt
%%W? A A Yy, Lo L9 4% 2.

tophes



-2-
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4. A windfall tax of

253

60% applied to & small royalty owner

plus income taxes on the balance almost amounts to
confiscation of property. 0il is property the same as

land and buildings. Can anyone imagine the public

uproar if all land and homes were taxed on a similar bdasis?

5. Finally, the farmer ig being unmercifully squeezed between
high costs and low prices for his farm products so why
punish him additionally with a totall} unfair windfall
tax to add to his already difficult financial problems.

With the above in mind, we respectfully request that Senate Bill
§-2521 and House Bill H.R. 7127 be favorably acted upon.
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" May 28, 1960

Re: Windfall Profit Tax
Dear M. Sterns ]
We are land owners, farmers with oil royalty inome from said land, The present windfall
profit tax taxss small royalty owners at the same rate as Exxon and other large oil
industry glants, Many royslty owners in Xansas and Oklahoma - Farmers and others - are
dependent on the modest royslty check we recelve to halp weather tbe depressed farm market.
Since the vheat embargo the farm prices are below produotion costs and the odl incoms is
a0eded t0 Mest farm axpenses, taxss and live, Md-.ﬂomn&om&uﬂt\yu
the oil income to meet rising expenses due to inflation, Ve should not hawe to pay this
windfall profit tax. This tax s & real hardship on soms people.
We support Semate Bill 2521, % 2521 would entirely exesmpt royalty owners from the wind-
£a11 profit tax for wp to & total of 10 Barveld’ per day of royulty interests
PLRASE GET THIS MESSAGE TO THR SKNATE.
Sinoerely,

e 4 258Y

EEE'ZI:: Ks 534y

Hosunoxon . KS (7544
<. 2
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L : May 28, 1980

5
m:: o; Std’fyninewr
Vemssgvan, b ¢: Bia e e

’ Rer Windfal} Profit Tax

Dear Mr, Sterus
We are land owners, farmers with oil royslty income from ssid land., The presant vtodrcn.
mtmmwxmmtyménnm same rete as Ixxoa and other large oil
industry glants. Many royalty owners inlm;o and Oklahoms = Farmers and others » are
dependent oa the modest royalty check we receive to help weather the depressed farm market.
Since the wheat embargo the farm prices are bdelow production costs and the oil income is
needed to meet farm expenses, taxes snd live, Many of us, who are on Social Security, need
the o1l inoome to meet rising expenses due to inflation. We should not have to pay this
windfall profit tax, This tax is a rux hardship on some people,
We support Senste Bill 2521, S, 2521 would entirely exsspt royalty owners from the vind-

fall profit tax for up to a total of 10 barrels per day of royalty interest.

PLEASE ONT THIS MESSAGE 70 THE SENATE,

Sincerely,
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P May 28, 1980
Michasl Stern, gwé Director
Committes on Pinance
Room 2227 Dirksen Sumate Office Blig.
WVashingtem, D. C, 20510

Ret Windfall Profit Tax
Dear M. Sterms . -
Ve are Land omere, farmers Vith 11 rayalty income from satd land, The preseat windfall
profit tax taxes small royslty owners at the same reate as Ixxon and other large cil
irdustry gisnts, Maxy royalty ovners in Kensss and Oklahoms - Farmers and others = are

- -

dependent on the modest royulty cheok we receive to help weather the depressed farm market,

> S4moe the wheat embaryo the farm prices ame below production costs and the oil income is

needed to meet farm expenses, taxes and live, Many of us, who are on Social Security, need
the 0l dinocme to meet rising expenses due to inflation. We should not have to pay this

wiadfall profit tax. mau.xhcn.olhudlhipummph.

We support Semate Bill 2521, S. 2521 would entirely exempt royalty owners from the winde
fall profit tax for wp to a total of )0 barrels per day of royalty interest.

ﬂmnlé, :

.

PLEASE O THIS MISSAGR 7O THR SENATE,
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P ¥ay 29, 1960

s Do Co
Rer Windfall Profit Tax

Dear M, Stem:
Ve are land owners, farmers with cll royalty inooms from said land. ﬂ\opmmdndtm.
thm-ﬁz‘imﬂvmnmmmumuemnwul
indostry glants. Meny royalty ownere in Kanses and Oklahoms - Farmers and others - are
dependent om the modest royulty check we receive to belp weather the depressed farms merket,
Since the vheat embargo the farm prices sre delow production costs and the oil inoome 1s
needed to neet farm cxpenses, taxes and live, Many of us, who are oo Social Spourity, need
the oil inocame to meet risiag axpenses due to inflation. 'oohmldmmnt;wtm

vindfall profit tax. This tax is & real hardship om some people,

Yo swpport Senate Bill 2521, S, 2521 would eatirely exsspt royalty owners from the vinde
fall profit tax for wp to a total of 10 barrels per dsy of royalty intarest.

PLRASR QBT THIS MESSAGR 70 TER SENATS.

Sincerely, {

Y
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May 29, 1980
Michael Stern, Staff Director
Cossdttes on Finance
Room 2227 Dirkeen Senate Office Bldg.
Wasdington, D. €. 20510
I Re: Windfall Profit Tax
Dear Mr. Sternt
We are land owners, farmers with oil royalty income fl:‘ ssid land, The present wvindfall
profit tax taxes small royalty owners at the same rate as Exxon snd other large oil
industry giants, Many royalty owmers in Kansas and Oklahoms - Tarmers and others - are
dependent on the modest royalty check we receive to help weather the depressed farm market.
Since the vheat embargo the farm prices are delov production costs and the oil incoms §s
. nesded to mest farm expenses, taxes and lives Muxy of us, vho are on Social Security need
ths o1l income to meet rising expenses dus to inflation, We sliculd not have to pay this
windfall profit tax. This tax 1s & real hardship on some pecple.
We support Senate Bill 2521. . 2521 would entirely exempt royalty owners from the winde
fall profit tax for wp to & total of 10 Barrele per day of royalty interest.

PLEASE GET THIS MESSAGE 7O THE SEXATE.

Sincerely,
Y0¥ e Bd)?  Loank s b7 5o
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May 29, 1980

,..\..M‘Mﬂt‘ln
Dear Mr. Sterns .
hmlﬂm“ﬁummvwmmlﬂ. mmw.n
thu;--m:vdvmushwnuumumxnpat
»mm. pmwmn:?nwm = Parners and others - are
Gopendent cn the medest reyaléy ehesk We recelve 10 help westher the depressed farm market,
'meMNMMQWMamummmu
mumtmm.mqum Ny of ws, who are on Sccial Seourily, need
ﬁoﬂi&.\..ﬂﬂdﬂm“ﬁm VWe should not have to pay this
windfall profid tax. MmulMW’ﬂmmh.
" We swppert Semate M1l 2521, s.zm-uu’mcmmnvmnmmm
fall prefis tax for w to a total of 10 barrels per day of royalty interest.
PLEASE OET THIS MESSAOR TO TIR SDUATR,

Sincerely,

Kaq {L\ 0 _ Boute | Hols(NgGTON KS 1544
g 0 ’ Addrese .
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May 30, 1580

Michael Stern wm_
Committes on
mnz':mm-lm\onmum
Veakington, D. 0, 20530

Res Windfell Profit Tax
Dear Mr, Starmi
W are land owmers, farmers with oil royalty incoms from sald land, mmnwm'
thum-.l}mlwm“mumummemrhmdt
mm.“mmvmnmmm-rmmm-m
dependert on the Toyalty sheek we Tecelve 0 help weather the depreseed farm market.
mmmmmmmqumuueomumouuquu
mummw.mmuvg. Md’u,vbomcaloems.nrny, 7
mmmumuuumaouumuon. Ye sbould not have to pay this

windfall profit tex, MN“.“memmh.

We swpport Senats M1l 2521, S, 2521 would estirely exmspt royalty owners from the vinde
fall profit tax for wp to & total of 10 barrels per day of royalty interest,

FIRASR OST THIS MISSAGE 70 TIR SDIUATR,

cyy
rd
/' R Oftug : P My
Wploni Sindichs 561 wast Il M@ i Kaa 6759
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J AT
Micheel Stern, Raff Direotor . Yay 20, 1560
. Comndttes o0
. Bosm 2227 x'nm :3;5:“““ B4g.
- Res Vindfwll Profit Tax
Dear Mr, Stern: ‘

| ¥e are land avmare, farmers vith oAl royalty lncome from said land. The presest windfall

| profit tax taxss swall royalty owners st the sams rete as Exzon snd other large oil

. indestry glants. My royalty owners in Kansas and Oklahoma - Farwers and otders - are -
| aspendant on tha wedert rayalty chesk ve recelwe 10 help vesther the depressed fure mertet.
[-’ummum'&'upmmmmdowhmuu»mumeuuea-u'

|  meeded to mest Tare expenses, taxes and live, Many of us, vho are on Socisl Sesurity, meed

| \he ofl 1nosme to meet Fising cxpmses due to inflation. We sbould ot heve o pay this
windfall profit tax. Mmuun‘dwtanmmh.

| ¥e swport Semste BH11 2521, S, 2570 would ntirely exmpt Toyalty ovners from the wisd-

fall profit tax for wp to & total of 10 barrels per day of royalty interest.

LA GE? THIS MESSAOR 70 TEE SDUATE. '

{\ LEAA 44 7& . N

[}
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vy -
ot June 2, 1960 /.7

Michael Stemn, suk:
Comdittee on Finance

Room 2227 Dirkeen Semate Office Blig.
Vashington, D. C, 20510

Res Windfall Profit Tax
Dear Mr. Stem:
We are 1and owners, farmsrs with oil royalty incoms from sald land, The present windfall
profit tax taxss small royalty owmers at the sams rate a3 Exxzon snd other large oil
industry glants, Manmy royalty ovners ia Kansss and Oklahoms = Farwmars and others - are
. dependent om the modest royalty check we recelve to help westher the depressed farm market, -
Sinse the wheat embargo the farm prices are below production coste and the oil income s
N needed to meet: farm expenses, taxes and live, Many of us, vho are on Social Security, need
mmmuunmwmuMAnm_. We should not have t0 pay this

{  wisdfall profit tax. This tax is o reel hardship on some people,
& ¥e swport Semate M1 2521, 8, 2521 would entirely emsspt royalty owners from the winds
fall profit tax for wp t0 a total of 10 barrels per day of royalty interest.

FLAASE GST THIS MESSAGR 70 THR SDMATE.

Ruungﬂ —— ‘Joﬁ E ‘Z ——
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June 2, 1986 ¢ T °
Michasl Stern, Staff Director
Committes on Finance
Room 2227 Dirksen Semate Office Bldg.
» D. Co 20510
Re: Windfall Profit Tax
Dear Mr, Stern:
We are land owners, farmers with oil royalty income from said land. The present windfall
profit tax taxss small royalty owners at the same rate as Xxxon and other large oil
industry giants. Many royalty owners in Kansas and Oklahoms - Farmers and others - are
dependent on the modest royalty check we receive to help westher the depressed fara market.
Since the vheat embargo the farm prices are below productiocn costs and the ol income 1s
needed to mest farm expenses, taxes and live, Many of us, who are on Sooisl Security, need
the oil income t0 meet rising expenses due to inflation. We should not have to pay this
windfall profit tax. This tax is & real hhrdship on some people.
We support Senate Bill 2521, S. 2521 would entirely exsspt royalty owners from ihe wind-
£a1) profit tax for wp to a total of 10 barrels per day of royslty interest.
PLEASE OF? THIS MESSAGR 70 THE SEMATR.
g L P jyrentaper Ko b7
( Gy aanidl s
Address
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Michasl Starn, Staff Director June 6, 1960

Comittes o0
Room 2227 Dlmu Offioe Blig.
¥ashington, D. C. 20510 4

e Ret VWindfall Profit Tax

~
-~

Dear Mr, Sterms

Ve are land cwsers, farmers with oil roayalty incoms from said land, The present vindfall
profit tax taxes smal} royalty cwnere at the same rete as Exxon and other large ofd
industry giamts, Jaxy royalty ownere ia Eansas and Oklahowa - Parmers and others - are
depondent on the modest royalty ocheck we receive to help westher the depressed farm market.
mmmxmmmﬁmmmmumamwmoﬁmu
needad to meet farm expenses, taxes and live, ?luetu,uhomenkcid&ouﬂty,ud
the oil inoame te meet rising expenses due to0 iaflation, Ve should net have to pay this
windfall profit tax, !\umulr&lemmmh.

We swppert Senste Bill 2521, S, 2521 would entirely exempt royalty owners fram ths vinde
£all profit tax for wp to a total of )0 barrels per day of royalty interest.

PLAASE GET THIS MESSAGR 10 TER SENATR.

Sinserely,
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Michael Stern, Staff Director o June 6, 1980
Comittes 0n Finance

Room 2227 Dirksen Senate Office Bldg.
Washington, D. €. 20510

Ret ¥Windfall Profit Tax

Dear Mr. Sterui
We are land cwnere, farmers with oil royslty income from said land, The present windfall
profit tax taxes small royalty owners at the sams rete as Dxxon and other large oil
industry glants. Many royslty owners in Xansas and Cklahoma ~ Farmers and others - are
dependent on the modest royalty check we receive to help weather the dspressed farm market.
Sincs the vhest embargo the farmm prices are balow production costs and the oil inocome is
needed to mest farm sxpenses, taxes and live, Many of us, who are on %ocial Security, need
the oil income to meet rising «xpenses due Lo inflation, e should not have to pay this
windfall profit tax. This tax is a-real hardship on some people,
We support Senats Bill 2521, §. 2521 would entirely exsmpt royalty owners from the windfall
Profit Wx for Gp to & total of 10 barrels per day of royalty interest.
PLEASE OET THIS MESSAGRE TO THE SENATE, R

Sincersly,

&é‘?/ﬁ;/v/%‘(%
L . Kareas

7
Rt 2, Russell, Kansas 67665
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q
Juns 7, 1980

Mchael Stern, su'ft Rirector
Comittes on Finance
Room 2227 Dirksen Semate Office Bldg.
Vashington, D, C, 20510

Ret VWindfsll Profit Tax
Dear Mr. Stern:
Ve are land owners, farmers vith oil royalty income from said land, The present windfall
profit tax taxss small royalty owners at the same rete ss Exmon and other large oid
industry giants, Many royalty owners in Xansas and Oklahome = Parmere and others ~ are
dependent on the modest royalty cheok we receive to help veather the depressed farm market,
Since the wvheat embergo the farm prices are bdelow production costis and the oil income s
neesded to mest farm expenaes, taxes and live, ¥Many of us, who are on Social Security, need
the oil income to meet rising expenses due to inflation, We should not have to pay this
vindfall profit tax. This tax 1s & resl hardship oo sone people.
We swpport Senate Bill 2521, $. 2521 would entirely exsmpt royalty owners from the wind-
fall profit tax for up to s total of 10 barrels per day of royulty interesi.
PLEASE OFT THIS MESSAGR TO THE SENATE.

Sincerely,
| ’ e
/40 28 M ““i r{.: s " el
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For those people who are not on the witness list, who may have
letters, written statements, or some document that indicates how
the tax applies to you, we would be very happy to receive them.
They will be made a part of the official record. They will be made
available to other Senators on the Finance Committee. If you have a
statement with you today, if you'll just take it to this table it will be
made a part of the record.

OAKBROOK TERRACE, ILL.
~ Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Dirksen Scnate Office Building, Wash-
ington, D.C.

The Windfall Profit Tax Act of 1980 is grossly unfair. It applies the same
rate of taxation to small royalty owners as it does to large oil companies. I do
not believe this is what the Congress intended, and I urge passage of a bill
which would exempt small royalty owners from this most unjust form of
taxation.

Small royalty owners and landowners are, for the most part, struggling to
make a living and depend on the little income they get from the oil royalties to
help meet other expenses of running a farm. The small family farm is the back-
bone of this nation. Congressional mis-actions like the Windfall Profit Tax Act
of 1980 are crippling this very important part of our economy. This should be
remedied at once by passage of S. 2521 or a similar hill exempting these small
royalty owners from the tax. It is certainly no windfall profit to them, and in
no way should they be taxed at the same rate as a big oil company making
billions of dollars in prefits. The small royalty owners are helpless to do any-
thing about it.

In my case, my wife and I bought a small parcel of land in Rice County.
Kansas, in August of 1979. At that time, oil was selling for $2R.49 per barrel
and although we paid a premium for the oil rights, it still looked like a pretty
good investment. Now, however, through the Windfall Profit Tax Act, this
‘‘pretty good investment” isn’t looking so good. After the windfall profits tax,
we now get about $25.00 per barrel, which doesn’t seem like a windfall profit
to me but like I have been robbed. It seems unconstitutional to me that Congress
can levy a tax which is not evenly distributed among the people. Would taxa-
tion without representation be worse? I don’t know. I think Congress is a vie-
tim of some heavy pressure because of the ‘“‘obscene” profits reported by the
press, in great length. (Since when did the word “profit” become a dirty word
anyway?) However, why did they include the poor innocent landowner? IJis
only crime seems to be that he chose to buy a piece of land that had some oil
beneath the soil.

I thought this country was founded on the theory of free enterprise. That is,
if you work hard, save your money, and look after yourself you may some day
be able to put enough aside to buy a piece of land and maybe get a little return
on your investmelit. Well, with the windfall profits tax, it didn't quite work
out that way for me. I worked hard, saved my money, bought a piece of land
~which happened to have some oil on it (and for which I paid dearly), and now
Congress has seen fit to steal it from me.

The new theory in this country seems to be, with Congressional approval, of
get poor, get on relief, and Uncle Sam will look out for you. However. I don't
buy this theory and I strongly resent Congress stealing my money to help out
the poor. Let them (the poor) get out and go to work every day like I do. The
vast majority of the people on relief are more able to go to work each day than
Tam.

S. 2521 should be passed at once to give the small royalty owner some much
needed relief from this unjust form of taxation. Income from investments should
all be treated the same; that is, taxed at the same rate. I am not a big oil com-
pany, and I don't want to be treated like one.

Sincerely,
C. W. JoNEgs. Jr.
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Cawker City, KANsS.
Mr. MICHAEL STERN,
Staff Director, Committee on Finance, Room 2227, Dirksen Senate Office Building,
Washington, D.C.

The Windfall Profit Tax Act of 1980 is grossly unfair. It applies the same rate
of taxation to small royalty owners as it does to large oil companies. I do not
believe this is what the members of Congress had in mind, and I strongly urge
passage of S. 2521 or a similar bill which would exempt small royalty owners
from this most unfair form of taxation.

Small royalty owners and landowners are, for the most part, struggling to make
a living. They depend on what little income they get from the oil royalties to help
meet other expenses of running a farm, or to meet other expenses in their daily
lives. Congressional mis-actions like the Windfall Profit Tax Act of 1980 are
crippling this very important part of our economy. This should be remedied at
once by passage of S. 2521 exempting these small royalty owners from this tax.
It is certainly no windfall profit to them, and in no way should they be taxed at
the same rate as a big oil companies making billions of dollars in profits. The
small royalty owners are helpless to do anything about it.

In my case, my wife and I bought a small parcel of land in Rice County,
Kansas, in August of 1979. At that time, oil was selling for $28.49 per barrel,
and we had never heard of a windfall profit tax. Although we paid a premium
for the oil rights, it still looked like a pretty good investment. Now, however,
through the Windfall Profit Tax Act, this “‘pretty good investment” isn’t looking
80 good. After the tax, we now get about $25.00 per barrel. or $3.49 less than
when we purchased the land. This doesn’t seem like a profit to me, but like I have
been robbed. I believe it is unconstitutional to levy a tax which is not distributed
evenly among the people. Why should one group have to pay while another
doesn’t? Would taxation without representation be worse? I don't know. I think
Congress is a victim of some heavy pressure because of the “obscene’” profits re-
ported by the press of this nation in great length. (Since when did the word
“profit” become a dirty word, anyway ?) However, why did they include the poor
innocent landowner? His only crime seems to be that he chose to buy a piece of
land which happened to have some oil beneath the soil.

I thought this country was founded on the theory of free enterprise. That is,
if you work hard, save your money and look after yourself, you may some day
be able to put enough aside to buy a piece of land and maybe get a little return
on your investment. Well, with the windfall profits tax, it didn’t quite work
out that way for me. I worked hard, saved my money, bought some land which
Just happened to have some ofl beneath the surface, and for which I paid a
premium price—and now Congress has seen fit to steal my money from me.

The new theory in this country seems to be to get poor, get on relief, and

the government will look after you. I don’t buy this. The poor people;,- most
of whom are able-bodied and poor by choice, should have to get to work like
I do. Most of them are physically more able. In any case, Congress has no right
to steal my money to give to them.
. 8. 2521 should be passed at once to give the small royalty owner some much
needed relief from this unjust form of taxation. Income from investments should
all be treated the same; that is, taxed at the same rate. I am not a big oll
company, and I don't want to be treated like one.

Sincerely,
Lroyp SCHREUDER.

-

Re 8. 2521—Exempting small royalty owners from windfall profit tax.
Mr. MICHEL STERN,
Staff Director, Committee on Finance,

Washington, D.C.
STATEMENT FOR INCLUSION IN HEARINGS

The Windfall Profit Tax Act of 1980 is grossiy unfair. It applies the same
rate of taxation to small royalty owners as it does to large oil companies. I do
not believe this is what the members of Congress intended, and I urge passage
o§ & b“tll which would exempt small royalty owners from this most unjust form
of taxation. -
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Small royalty owners and landowners are, for the most part, struggling
to make a living. Many of us depend on the little income we get from oil royal-
ties to help meet other expenses in our daily life. The small family farm is
the backbone of this nation. Congressional mis-actlons like the Windfall Profit
Tax Act of 1980 are crippling this very important part of our economy. Con-
gress should remedy this at once by passage of S. 2521 or some similar bill ex-
empting small royalty owners from this unfair tax. It is certainly no windfall
profit to them, and in no way should a small royalty owner be taxed at the
same rate as a big oil company making billions of dollars. The small royalty
owners are helpless to do anything about it. o

In my case, I purchased a small parcel of land in Rice County., Kansas, in
August of 1979, At the time oil was selling for $28.49 per barrel and although I
paid a premium for the oil rights, it still looked like a good investinent. Now,
however, through the Windfall Profit Tax Act, this “good investment” isn't look-
ing quite so good. After the windfall profits tax, I now get around $25.00 per
barrel, which I hope you can figure is £3.49 less than I was getting. Some wind-
fall. It doesn’t seem like a windfall profit to me, but like I have been robbed. I
believe Congress was the victim of heavy pressure hecause of the “obscene’ profits
reported at great length by the nation’s press. (Since when did the word “profit”
become a dirty word, anyway?) However, in their efforts to “strike back’ at the
ofil companies. why did they include the poor innocent landowner? His only crime
seems to be that he chose to buy a piece of land that happened to have some oil
heneath the soil.

I thought this country was founded on the theory of free enterprise. You work
hargd, save your money, and try to put aside something for your old age. Well,
I worked hard, saved my money, bought something which I thought would bring
me a little income in my old age, nnd all of a sudden, Congress |s stealing part of
it. I protest.

The new theory in this country seems to be that if you are poor enough, you
can get put on relief and Uncle Sam will take care of you. However, I don't buy
this theory and I strongly resent Congress stealing my money to give to the
poor. The vast majority of the poor people in this country are too lazy to work,
and most of them are most more physically fit to go to work each day than I am.

S. 2521 should be passed at once to give the small royalty owner some much
needed relief from this unjust form of taxation. Income from investments should
all be treated the same; that is, taxed at the same rate. I am not a big oil com-
pany, and I don't want to be treated like one.

Sincerely,
LicA HINK.

————

STATEMENT T0 U.8. SENATE COMMITTEE ON FINANCE, BY R, LAMAR MOORE, RE 8. 2521

This Statement is snbmitted by R. L.amar Mr re (mailing address P.0. Box
190), Moultrie, Georgia 31768 to urge the Col.mittee to recommend, and the
Senate to approve, S. 2521, which grants an exemption of 10 barrels of oil per
day from the Windfall Profits Tax for “royalty owners.”

NATURE AND DESCRIPTION OF A “ROYALTY"”

Many people who are not familiar with oil production do not understand the
nature of the leasing arrangements and the landowner’s ‘“royalty.” First, a
royalty owner is not “Big Oil.” He is not even “Little Oil.” If anything, he is
“Little Bitty Oil.” If to anyone the term “royalty’’ connotes wealth or bigness,
wherever you read “royalty” substitute “pittance”, because the vast majority
of royalty checks are small.

The royalty under an oil lease is that portion of the oil retained by the
landowner. Usually this is one-eighth (14) of the oil produced, collectible by
the landowner at the wellhead. The oil lease gives the lessee (which is usually
a major oil company or an independent producer) the right {o drill wells and
produce oil. and the lessee, or its assigns, operates the well, or the oil field.
The usual practice is for the lessee to pay the landowner the market price of
his oil each month as it is extracted from the ground. The lessee's interest
(sometimes called “working interest”) is usually seven-eighths (74) of the ofl,
but the expense of drilling and extracting the 6il is upon the working Interest,

and not upon the royalty oswner.

- Those who explore for oil will not begin to drill wells until they have a
sufficlent block of leases covering the area under which they think oil exists.
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Therefore, it is important to them to obtain these leases by giving the land-
owner something from the results of the effort. The oil at the outset is owned
by the landowner as part of his land. He gives the right to extract this portion
of his property and retain his one-eighth (14) “royalty” interest. The lease
gives the absolute right to the lessee to explore for and produce the oil and to
control the production within the limits of applicable laws governing production.

ROYALTY AS8 RELATED TO THE WINDFALL PROFITS8 TAX

Relating the nature of the “royalty” to the Windfall Profits Tax it is well to
remember the following:

(1) The oil which the producer takes from the landowner’s land is a part of
his land, and is, when produced, an exhausting resource.

(2) The landowner, by leasing his land for exploration, has lost control of
the oil, and can neither prevent the exploration therefor, nor the production
and disposition thereof, regardless of the market price payable to him, or the
tax deducted from that price.

(8) Unlike the producer, the landowner cannot pass the tax to the consumer,
because he is forced to sell his product wholesale in a market over which he
has no control.

(4) The only way that the landowner can prevent the conflscation of his
resource is to decline to lease his land for exploration, and when landowners
become aware of what is being taken from them under the Windfall Profits
Tax they will probably so decline, thus hindering exploration.

(5) The Windfall Profits Tax on the landowner is the same rate (70 percent)
as the tax on the major oil companies. (The major oil comnpanies can (and are
necessarily required to) pass the impact of taxes to the consumer in order to
survive, whereas the landowner, as noted above, is helpless.)

Summarizing, thervefore, the Windfall Profits Tax hurts the landowners and
will hinder exploration.

ACQUISITION OF ROYALTY

In most instances, the royality evolves from the ownership of land by a farmer.
As noted above it results in a “royalty” because he leases his land to an explorer
who risks his money to find oil. The farmer therefore “acquired” his royalty by
acquiring his land, and perhaps struggling over a period of years to hold on
to it. He farmed it, in many instances not making much money, but laboring,
thinking, planning, sacriticing and maintaining himself in the face of adverse
weather, weeds, boll weevils, corn worms, nematodes, and whatever other pests
that eat crops, and in the face of adverse markets beyond his control. He did not
receive his “royalty” as a crowned prince; he struggled for it as a peasant.

The writer of this statement is a farmer, and he well knows whereof he speaks.
The “royalty” represents the endless labors of the landowner in most instances;
it is part of his land; it is part of him; the taking of it by a confiscatory tax,
fs no less abusive than the government going out, singling out farmers, and
with land moving machinery, taking one-eighth of their topsoil. Those who were
fortunate enough to buy land that contained oil, whether through design or luck,
are entitled to the benefits of their labors, their judgment, their sacrifices, and
even their luck.

At the hearing held by the Senate Finance Committee in Oklahoma City on
this bill recently, when asked how many had relied upon their royalty as a part
of their retirement and as a supplement to their waning social security, about
two-thirds of the audience attending the hearing stood up. The writer attended
the hearing. I did see two or three people in Cadillacs, but the rest of them were
driving Chevys and other mortgaged models just like my 1975 Ford.

Some of the testimony at the hearing pointed up a problem with which those
people are confronted. They had sold their farmmw, retained the royalty, had a
little social security, and now, the Windfall Profits Tax had literally taken the
“wind” out of their sails and in some cases jerked the plug out of the boat.
Their royalty checks were cut substantially, sometimes almost down to zero,
by the Windfall Profits Tax and they were dependent, from prior planning, on
those checks.

The writer also knows something of this. I am 62 years old, and in addition
to farming I am an attorney who cannot continue in my profession for many
more years. I have a modest royalty. It arose from mineral deeds which were

DEPENDENCE UPON ROYALTIES
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acquired as a part of planning during the early part of my professional career,
knowing that I could not sustain the career activity into old age. (In my observa-
tion of lawyers in my area during the 1950's and 1960's was that they-.in no
instance produced enough savings., without ontside interests, to retire. Pure
practitioners practiced until they died, and died p