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NOTE SUMMARY

	Fiscal Analysis:
	        X       Impact
	               No Impact
	         Indeterminable Impact

	Level(s) of Impact:
	          X        State
	                       Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	              General
	                Road
	               Federal
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FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	
	
	

	Expenditures (+/-)
	
	-minimal
	-minimal
	

	Net Effect
	
	+minimal
	+minimal
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  

This measure provides for a severance tax credit for oil and gas produced from recovered inactive wells. It also provides for procedures when a person wants to investigate the use of an abandoned well.

PROVISION/MECHANICS:  

This measure creates a new section of KRS Chapter 137 to define "recovered inactive well" and to provide for a tax credit equal to 4.5% of gross value of oil that is produced from a recovered inactive well. It creates a new section of KRS Chapter 143A to define "recovered inactive well" and to provide for a tax credit equal to 4.5% of market value of natural gas that is produced from a recovered inactive well. It also creates a new section of KRS Chapter 353 to provide that any person may investigate the production of an abandoned well and provide procedures. It amends KRS 353.570 to conform.

FISCAL EXPLANATION:  

This bill allows a severance tax credit for oil and gas produced from recovered inactive wells. Even though the credit is equal to the full amount of the tax, the credit is assumed to act as an incentive for well owners to begin producing the wells again. Since these wells were previously inactive, there is no lost revenue.

There could be a minimal gain from the provisions allowing a person to investigate the production of an abandoned well. Under the new language, if a person investigates the well and produces the well for more than sixty days, the person must obtain a bond for the well, which requires him to plug the well after production stops. To the extent that this occurs, the state could save a small amount of money by not having to plug abandoned wells.
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