Approved __January 24, 1984

Date
MINUTES OF THE SENATE COMMITTEE ON ASSESSMENT AND TAXATION
The meeting was called to order by Senator Paul "Bud" Burke at
Chairperson
_11:00 am./pam on January 17 ,19§§inromn.__§§§:§_oftb3CapHd.

All members were present &Rt

Committee staff present: Wayne Morris, Research Dept.
Tom Severn, Research Dept.
Don Hayward, Revisor's Office

Conferees appearing before the committee:
Pete McGill, R. J. Reynolds Tobacco Co., Topeka
Bill Abbott, Boeing Co., Wichita
Don Gordon, President, Kansas County Appraisers Association, Lawrence
Gary Smith, Shawnee County Appraiser, Topeka

The chairman reported he had received a number of reguests for bills to
be introduced and referred back to the committee for consideration.

Senator Harder had requested a bill be introduced that would allow the

counties to accept checks that were not in full payment of property taxes:

currently, partial payment must be returned.

Senator Angell moved and Senator Mulich seconded a conceptual motion to
introduce such a bill and have it referred back to the committee for
consideration. The motion passed.

Pete McGill, representing the Reynolds Tobacco Co., appeared before the
committee to request a bill which would provide a different method of
taxing cigarettes. He said present statutes require limits of 20
cigarettes to a package and he was proposing to simply convert that tax

to a tax per cigarettes. This would provide flexibility in marketing in
denominations of other than 20. _(Attachment #1)

Senator Ehrlich moved and Senator Johnston seconded a conceptual motion
to introduce such a bill and have it referred back to the committee.
The motion passed.

The chairman recognized Bill Abbott, representing the Boeing Company,
who requested a bill which would extend the period of time of exemption
from property taxes for freeport property from two to five years.
(Attachment #2)

Senator Thiessen moved and Senator Angell seconded a conceptual motion
to introduce such a bill and have it referred back to the committee for
consideration. The motion passed.

The chairman reported that Senator Doyen had requested a bill exempting
rural water district construction projects from sales taxation. (Attach—
ment #3

Senator Allen moved and Senator Ehrlich seconded a conceptual motion to
introduce such a bill to be referred back to the committee for con-
sideration. The motion passed.

The chairman announced that a sub-committee of Senator Kerr, chairman,
Senators Thiessen and Johnston, had been appointed to review what the
interim committee did with regard to the abatement of taxes on homes

which had met with a disaster after January 1. Senator Kerr said the

sub-committee would meet at 3:30 p.m. in Room 529. A second sub-committee

with Senator Thiessen, chairman, will meet later to consider some amended
language in SB 467.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 1

editing or corrections. Page 2 Of __2_



SENATE ASSESSMENT AND TAXATION
MINUTES OF THE COMMITTEE ON
room _526_S Statehouse, at _ 11 amArm. on January 17 184
The committee considered SB 467 which deals with the trending factors
used in the preparation of personal property valuation guides.
The following appeared in opposition to SB 467:
Mr. Don Gordon, President of the Kansas County Appraisers Association
(Attachment #4)
Mr. Gary Smith, Shawnee County appraiser (Attachment #5)
The appraisers responded to questions from committee members.
The chairman adjourned the meeting at 12:04 p.m. The next meeting of
the committee will be at 11:00 a.m. on January 18.
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. C%V Attachment
Sen
Jr A 3 ré 11768

BILL NO.

By

AN ACT relating to the taxation of cigarettes; concerning the
number of cigarettes in a package; amending K.S.A. 79-3301
and K.S.A. 1983 Supp. 79-3310 and 79-3310b and repealing the
existing sections and also repealing K.S.A. 1983 Supp.

79-3310a.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 79-3301 is hereby amended to read as
follows: 79-3301. The following words, terms and phrases as used
in this act, are hereby defined as follows:

(a) Phe-werd "Cigarettes," as--used--in--this--aet;--shati
inetude means any roll for smoking, made wholly or in part of
tobacco, irrespective of size or shape, and irrespective of
tobacco being flavored, adulterated or mixed with any other
ingredient if the wrapper is in greater part made of any material
except tobaccow;

(b) The-werd "Person" means any individual, partnership,
society, association, joint-stock company, corporation, estate,
receiver, trustee, assignee, referee or any other person acting
in a fiduciary or representative capacity whether appointed by a
court or otherwise and any combination of individualss;

(¢c) The--werd "Consumer" shali--mean means that person
purchasing or receiving cigarettes for final uses;

(d) The--werd "Dealer” shatl--inelude means every person,
firm, corporation, or association of persons who shall sell or
manufacture cigarettes in the state of Kansas, and who is
required to be licensed under the provisions of this acts}

(e) The-term "Wholesale dealer” as-used-hereitn--shaii--mean
means those persons who sell cigarettes to other wholesale

dealers, retail dealers, vending machine operatorsy and



manufacturers' salesmen for the purpose of resale in the state of
Kansas=s;

(f) Phe--term "Retail dealer" shail--mean means a person
other than a vending machine operator in possession of cigarettes
for the purpose of sale to a consumers;

(g) Phe-werd "Sale" shaii-mean means any transfer of title
or possession or both, exchange, barter, distribution or gift of
cigarettes, with or without considerations;

(h) Thé—term "Dealer establishment" shati--mean means any
locationy or premise, other than vending machine locations, at or
from which cigarettes are sold, and where records are kept<;

(i) Phe---term "Tax indicia" shali--mean means visible
evidence of tax payment in the form of stamps or meter imprints<;

(j) Phe-werd "Stamps" shail-mean means tax indicia applied
either by means of water applied gummed paper or heat process<;

(k) Phe-term "Meter imprints" shali-mean means tax indicia
applied by means of ink printing machiness;

(1) Phe--werd "Director" shati-mean means the director of
taxations}

(m) The-werd "Division" shatl-mean means the division of
taxations;

(n) Phe--term "Manufacturer's salesman" shaii-mean means a
person employed by a cigarette manufacturer who sells cigarettes,
manufactured by his--er--her such employer and procured from
wholesale dealers~; |

(o) Phe--werd "Carton" shaiti-mean means the container used
by the manufacturer of cigarettes in which no more than ter--{163
10 packages of cigarettes are placed prior to shipment from said
such manufacturers;

(p) ®Phe-werd "Package" shall--mean means a container 1in

which nRe-mere-thar-twenty-£20} individual cigarettes are wrapped

and sealed by the manufacturer of cigarettes prior to shipment to
a wholesale dealers;
(gq) Phe-word "Received" shati-mean means the coming to rest

of cigarettes for sale by any dealer in the state of Kansass;



(r) Phe-term "Vending machine” shatl-mean-and-ineiude means
any coin operated machine, contrivances or device, by means of
which cigarettes are sold in their original packages;

(s) Phe--term "Vending machine operator” means any person
who places a vending machine, owned, leased or operated by him-er

her such person, at locations where <cigarettes are sold

therefroms; and the owner or lessee of the premises upon which a
vending machine is placed, shall not be considered the operator

of the machine, 1if he-er-she such person does not own or lease

the machine and if his-er-her such person's sole remuneration

therefrom is a flat rental fee or a commission, based upon the
number or value of cigarettes sold from the machine, or a
combination of both nor may such owner or lessee oOr his-er-her

such owner or lessee's agents or employees be an authorized agent

of a vending machine operators;

(t) The-werd "License" shaii-mean means, in addition to the
privilege of a licensee to sell cigarettes 1in the state of
Kansas, the written evidence of said such authority or privilege
to so operate as evidenced by any license or permit issued by the
director of taxationsj

(u) Phe-werd "Licensee" shaii-mean means any person holding
a current license or permit issued under the provisions of the
cigarette tax laws of the state of Kansas~;

(v) ®Phe--term "Distributor or dealer of cigarette vending
machines" shall-mean means any person who sells cigarette vending
machines to a vending machine operator, operating vending
machines in the state of Kansass;

(w) The--werd "Carrier" shali-mean means one who transports
cigarettes from a manufacturer to a wholesale dealer or from one
wholesale dealer to another.

Sec. 2. K.S.A. 1983 Supp. 79-3310 is hereby amended to read
as follows: 79-3310. There is imposed a tax upon all cigarettes
sold, distributed or given away within the state of Kansas. The
rate of such tax shall be $-16--en--each--26--ctgarettes--or

fractional--part—--thereef eight mills per cigarette. If the




increase in the federal excise tax on cigarettes imposed and in
effect on January 1, 1983, is abolished, on and after October 1,
1985, the rate of such tax shall be $-24-on-each-20-cigarettes-or

fraetieonal-part-thereef 12 mills per cigarette. Such tax shall

be collected and paid to the director as provided in this act.
Such tax shall be paid only once and shall be paid by the
wholesale dealer first receiving the cigarettes as herein
provided.

The taxes imposed by this act are hereby levied upon all
sales Qf cigarettes made to any department, institution or agency
of the state of Kansas, and to the political subdivisions thereof
and their departments, institutionsy and agencies.

Sec. 3. K.S.A. 1983 Supp. 79-3310b 1is hereby amended to
read as follows: 79-3310b. On or before October 31, 1985, -each
wholesale dealer, retail dealer and vending machine operator
shall file a report with the director in such form as the
director may prescribe showing cigarettes, cigarette stamps and
meter imprints on hand at 12:01 a.m. on October 1, 1985. A tax
of $:98—en—eaeh—29-c%garettes—er—fraet%eﬁa}—part—thereef*and-$:98

four mills per cigarette and a tax equal to four mills per

cigarette taxed by denomination upon all tax stamps and $<68-upen

all meter imprints purchased from the director and not affixed to
cigarettes prior to October 1, 1985, is hereby imposed and shall
be due and payable on or before October 31, 1985. The tax
imposed upon such cigarettes, tax stamps and meter imprints shall
be imposed only once under this act. The director shall remit
all moneys collected pursuant to this section to the state
treasurer who shall credit the entire amount thereof to the state
general fund.

Sec. 4. K.S.A. 79-3301 and K.S.A. 1983 Supp. 79-3310,
79-3310a and 79-3310b are hereby repealed.

Sec. 5. This act shall take effect and be in force from and

after its publication in the statute book.
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Attachment

SENATE BILL NO.

By Committee on Assessment and Taxation

AN ACT relating to property taxation; concerning certain personal
property exempt therefrom; amending K.S.A. 1983 Supp.

79-201f and repealing the existing section.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 1983 Supp. 79-201f is hereby amended to
read as follows: 79-201f. The following described property, to
the extent herein specified, shall be and is hereby exempt from
all property or ad valorem taxes levied under the laws of the
state of Kansas:

(a) Personal property which 1is moving in interstate
commerce through or over the territory of the state of Kansas;

(b) personal property which has been shipped into the state
of Kansas from outside the state which is stored in a warehouse
or storage area operated by a warehouseman licensed and bonded
under the provisions of K.S.A. 82-161 to 82-171, inclusive, and
amendments thereto, 1if such warehouseman keeps records of such
property showing point of origin, date of receipt, type and
qguantity, date of withdrawals and ultimate destination
notwithstanding (1) that the final destination ot said such
personal property is unknown at the time of storage in Kansas or
(2) that the interstate movement of the--satd such personal
property has been interrupted for not more than twe-{2} five
years by such storage in Kansas for reasons relating to the
convenience, pleasure; or business of the shipper or owner of
said the property unless the ultimate destination of satd the
property is within the state of Kansas; and

(c) goods, wares and merchandise which are manufactured,
assembled, joined, processed, packaged or labeled within this

state, during the period of time in which they are stored in a

Het 2

e



warehouse or storage area operated by a warehouseman licensed and
bonded under the provisions of K.S.A. 82-161 to 82-171,
inclusive, and amendments thereto, 1if such warehouseman keeps
records of such property showing point of origin, date of
receipt, type and quantity, date of withdrawal; and ultimate
destination. In order to qualify goods, wares and merchandise 1in
any such warehouse or storage area for the exemption from
taxation under this subsection, the owner of such goods, wares
and merchandise must show by verified statement that the final

destination of at least thirty-five-pereent-{35%) 35% of the sale

or shipments from such warehouse or storage area during the
previous calendar year were shipped in interstate commerce to a
point outside the state of Kansas, and the amount of exempt
property shall be computed as follows: The owner shall furnish
the county assessor with a report of the monthly average
inventory for the preceding calendar year and a report of the
value of shipments for final destination outside the state for
each month of the previous calendar year. The owner shall be
entitled to exemption of a percent of the average monthly
inventory equivalent to the percent of value of total shipments
to the value of shipments that were made in 1interstate commerce
to points outside the state.

(d) For the purposes of this section, "warehouseman” means
any person, except a public utility as defined in K.S.A. 79-5a01
and amendments thereto, who is engaged in the business of storing

goods for hire or who stores his-er-her such person's own goods.

The provisions of this section shall apply to all taxable
years commencing after December 31, 3578 1983.

Sec. 2. K.S.A. 19823 Supp. 79-201f is hereby repealed.

Sec. 3. This act shall take effect and be in force from and

after its publication in the Kansas register.
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SENATE BILL NO.

by

AN ACT amending the Kansas retailers’' sales tax act; exempting
rural water district construction projects from taxation
thereunder; amending K.S.A. 1983 Supp. 79-3606 and

repealing the existing section.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 1983 Supp. 79-3606 is hereby amended to
read as follows: 79—3606. The following shall be exempt from
the tax imposed by this act:

(a) All sales of motor-vehicle fuel or other articles upon
which a sales or excisevtax has been paid, not subject to refund,
under the laws of this state except cigarettes as defined by

K.S.A. 75-3301, and amendments thereto, cereal malt beverages and

malt products as defined Dby K.S.A. 79-3817, and amendments

thereto, including wort, liquid malt, malt syrup and malt extract
and motor vehicles as defined by K.S.A. 1982 1983 Supp. 79-1017;

(b) all sales of tangible personal property Or service,
including the renting and leasing of tangible personal property,
purchased directly by the state of Kansas, a political
subdivision thereof, other than a school or educational
institution, or purchased by a public or private nonprofit
hospital or nonprofit blood bank and used exclusively for state,
political subdivision, hospital or nonprofit blood bank purposes,
except when such state, political subdivision, or hospital 1is
engaged or proposes to engage in a business specifically taxable
under the provisions of this act and such items of tangible
pérsonal property or service are used or proposed to be wused 1in
such business;

(c) all sales of tangible personal property or services,

including the renting and leasing of tangible personal property,

"
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purchased directly by a public or private elementary or secondary
school or public or private nonprofit educational institution and
used primarily by such school or institution for nonsectarian
programs and activities provided or sponsored by such school or
institution or in the erection, repair or enlargement of
buildings to be used for such purposes. The exemption herein
provided shall not apply to erection, construction, repair,
enlargement or equipment of buildings used primarily for human
habitation;

(d) all sales of tangible personal property or services
purchased by a contractor for the purpose of constructing,
equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any public or private
nonprofit hospital, public or private elementary or secondary
school or a public or private nonprofit educational institution,
which would be exempt from taxation under the provisions of this
act if purchased directly by such hospital, school or educational

institution; all sales of tangible personal property or services

purchased by a contractor for the purpose of constructing,

equipping, reconstructing, maintaining, repairing, enlarging,

furnishing or remodeling facilities for aﬁ;:;;;;l wat

er district ~

organized under the authbrity of K.S.A. 82a-612 et seq., and

amendments thereto; and all sales of tangible personal property

or services purchased by a contractor for the purpose of
constructing, equipping, reconstructing, maintaining, repairing,
enlarging, furnishing or remodeling facilities for any political
subdivision of the state the total cost of which is paid from
funds of such political subdivision and which would be exempt
from taxation under the provisions of this act if purchased
directly by such political subdivision. Nothing in this
subsection or in the provisions of K.S.A. 12-3418, and amendments
thereto, shall be deemed to exempt the purchase of any
construction machinery, equipment or tools used in the
constructing, equipping, reconstructing, maintaining, repairing,

enlarging, furnishing or remodeling facilities for any political



subdivision of the state. As used in this subsection, K.S.A.
12-3418, and amendments thereto, and K.S.A. 3982 1983 Supp.
79-3640, "funds of a political subdivision® shall mean general
tax revenues, the proceeds of any bonds and gifts or
grants-in-aid. Gifts shall not mean funds used for the purpose of
constructing, equipping, reconstructing, repairing, enlarging,
furnishing or remodeling facilities which are to be leased to the
donor. When any political subdivision of the state, public or

private nonprofit hospital, rural water district, public or

private elementary or secondary school or public or private
nonprofit educational institution shall contract for the purpose
of constructing, equipping, reconstructing, maintaining,
repairing, enlarging, furnishing or remodeling facilities, it
shall obtain from the state and furnish to the contractor an
exemption certificate for the project involved, and the
contractor may purchase materials for incorporation in such
project. The contractor shall furnish the number of such
certificate to all suppliers from whom such purchases are made,
and such suppliers shall execute invoices covering the same
bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the political

subdivision, hospital, rural water district, school or

educational institution concerned a sworn statement, on a form to
be provided by the director of taxation, that all purchases so
made were entitled to exemption wunder this subsection. All
invoices shall be held by the contractor for a period of five
years and shall be subject to audit by the director of taxation.
If any materials purchased under such a certificate be found not
to have been incorporated in the building or other project or not
to have been returned for credit or the sales or compensating tax
otherwise imposed upon such materials which will not be so
incorporated in the building or other project reported and paid
by such contractor to the director of taxation not later than the
20th day of the month following the close of the month in which

it shall be determined that such materials will not be used for



the purpose for which such certificate was issued, the political

subdivision, hospital, rural water district, school or

educational institution concerned shall be liable for tax on all
materials purchased for the project, and upon payment thereof it
may recover the same from the contractor together with reasonable
attorney fees. Any contractor or any agent, employee or
subcontractor thereof, who shall use or otherwise dispose of any
materials purchased under such a certificate for any purpose
other than that for which such a certificate shall be issued
without the payment of the sales or compensating tax otherwise
imposed upon such materials shall be guilty of a misdemeanor and,
upon conviction therefor, shall be subject to the penalties

provided for in subsection (g) of K.S.A. 1982——Supp;———79—36i5%4}

79-3615, and amendments thereto;

(e) all sales of tangible personal property or services
purchased by a contractor for the erection, repair or enlargement
of buildings or other projects for the government of the United
States, 1its agencies or instrumentalities, which would be exempt
from taxation if purchased directly by the government of the
United States, its agencies or instrumentalities. When the
government of the United States, its ‘agencies or
instrumentalities shall contract for the erection, repair, or
enlargement of any building or other project, it shall obtain
from the state and furnish to the contractor an exemption
certificate for the project 1involved, and the contractor may
purchase materials for 1incorporation in such project. The
contractor shall furnish the number of such certificates to all
suppliers from whom such purchases are made, and such suppliers
shall execute invoices covering the same bearing the number of
such certificate. Upon completion of the project the contractor
shall furnish to the government of the United States, its
agencies or instrumentalities concerned a sworn statement, on a
form to be provided by the director of taxation, that all
purchases so made were entitled to exemption under this

subsection. All invoices shall be held by the contractor for a



period of five years and shall be subject to audit by the
director of taxation. Any contractor or any agent, employee oOr
subcontractor thereof, who shall use or otherwise dispose of any
materials purchased under such a certificate for any purpose
other than that ‘for which such a certificate shall be issued
without the payment of the sales or compensating tax otherwise
imposed upon such materials shall be guilty of a misdemeanor and,
upon conviction therefor, shall be subject to the penalties

provided for in subsection (g) of K.S.A. 1982--Supp---79-3615¢4>

79-3615, and amendments thereto;

(f) tangible personal property purchased by a railroad or
public wutility for consumption or movement directly and
immediately in interstate .commerce;

(g) sales of aircraft including remanufactured and modified
aircraft, sales of aircraft repair, modification and replacement
parts and sales of services employed in the remanufacture,
modification and repair of aircraft sold to persons using such
aircraft and aircraft repair, modification and replacement parts
as certified or licensed carriers of persons or property in
interstate or foreign commerce under authority of the laws of the
United States or any foreign government or sold to any foreign
government or agency or instrumentality of such foreign
government and all sales of aircraft, aircraft parts, replacement
parts and services employed in the remanufacture, modification
and repair of aircraft for use outside of the United States;

(h) all rentals of nonsectarian textbooks by public or
private elementary or secondary schoéls;

(i) the lease or rental of all films, records, tapes, oOr
any type of sound or picture transcriptions used by motion
picture exhibitors;

(§) meals served without charge or food wused 1in the
preparation of such meals to employees of any restaurant, eating
house, dining car, hotel, drugstore or other place where meals or
drinks are reqularly sold to the public if such employees’ duties

are related to the furnishing or sale of such meals or drinks;



(k) any motor vehicle, semitrailer or pole trailer, as such
terms are defined by K.S.A. 8-126, and amendments thereto, OrT
aircraft sold and delivered in this state to a bona fide resident
of another state, which motor vehicle, semitrailer, pole trailer
or aircraft is not to be registered or based in this state and
which wvehicle, semitrailer, pole trailer or aircraft will not
remain in this state more than 10 days;

(1) all isolated or occasional sales of tangible personal
property, services, substances or things, except isolated or
occasional sale of motor vehicles specifically taxed wunder the

provisions of subsection (o) of K.S.A. 1982-Supp=-79-36683¢e}

79-3603, and amendments thereto;

(m) all sales of tangible personal property which become an
ingredient or component part of tangible personal property or
services produced, manufactured or compounded for ultimate sale
at retail within or without the state of Kansas; and any such
producer, manufacturer or compounder may obtain from the director
of taxation and furnish to the supplier an exemption certificate
number for tangible personal property for use as an ingredient or
component part of the property or services produced, manufactured
or compounded;

(n) all sales of tangible personal property which 1is
consumed in the production, manufacture, processing, mining,
drilling, refining or compounding of tangible personal property,
the providing of services or the irrigation of crops for ultimate
sale at retail within or without the state of Kansas; and any
purchaser of such property may obtain from the director of
taxation and furnish to the supplier an exemption certificate
number for tangible personal property for consumption in such
production, manufacture, processing, mining, drilling, refining,
compounding, irrigation and in providing such services;

(o) all sales of animals, fowl and fish, the primary
purpose of which is use in agriculture, the production of food
for human conéumption, the production of animal, dairy, poultry

or fish products, fiber or fur, or the production of offspring



for use for any such purpose or purposes;

(p) trade fixtures and equipment which is already installed
and second-hand when sold by a person ceasing to do business
where said fixtures or equipment is installed;

(g) all sales of prescription only drugs, as defined by

K.S.A. 65-1626, and amendments thereto, dispensed pursuant to a

prescription order, as defined by K.S.A. 65-1626, and amendments

thereto, by a licehsed practitioner;

(r) all sales of insulin'dispensed by a person licensed by
the state board of pharmacy to a person for treatment of diabetes
at the direction of a person licensed to practice medicine by the
board of healing arts;

(s) all sales of prosthetic and orthopedic appliances
prescribed in writing by a person licensed to practice the
healing arts, dentistry or optometry. For the purposes of this
subsection, the term prosthetic and orthopedic appliances means
any apparatus, instrument, device, or equipment used to replace
or substitute for any missing part of the body; used to alleviate
the malfunction of any part of the body; or used to assist any
disabled person in leading a normal life by facilitating such
person's mobility; but such term shall not include motor
vehicles, accessories to be attached to motor vehicles or
personal property which when installed becomes a fixture te real
property;

(t) all sales of tangible personal property or services
purchased directly by a groundwater management district organized

or operating under the authority of K.S.A. 82a-1020 et seqg., and

amendments thereto, which property or services are used in the

operation or maintenance of the district;

(u) all sales of used farm machinery and equipment, repair
and replacement parts therefor and services performed in the
repair and maintenance of such machinery and equipment. For the
purposes of this subsection the term "farm machinery and
equipment” shall not include any passenger vehicle, truck, truck

tractor, trailer, semitrailer or pole trailer, other than a farm



trailer, as said terms are defined by K.S.A. 8-126 and
amendments thereto. For the purposes of this subsection "sales of
used farm machinery and equipment™ shall mean and include sales
other than the original retail sale of such machinery and
equipment. Each purchaser of farm machinery or equipment exempted
herein must certify in writing on the copy of the invoice or
sales ticket to be retained by the seller that such purchaser is
engaged in farming or ranching and that the farm machinery or
equipment purchased will be used only in farming or ranching;

(v) all leases or rentals of tangible personal property
used as a dwelling where said tangible personal property is
leased or rented for a period of more than 28 consecutive days;

(w) all sales of food products to any contractor for use in
preparing meals for delivery to homebound elderly persons over 60
years of age and to homebound disabled persons or to be served at
a group-sitting at a location outside of the home to otherwise
‘homebound elderly persons over 60 years of age and to otherwise
homebound disabled persons, as all or part of any food service
project funded in whole or in part by government or as part of a
private nonprofit food service project available to all such
elderly or disabled persons residing within an area of service
designated by the private nonprofit organization;'

(x) all sales of natural gas, electricity, heat and water
delivered through mains, lines or pipes to residential premises
for noncommercial use by the occupant of such premises and all
sales of natural gas, electricity, heat and water delivered
through mains, lines or pipes for agricultural use;

(y) all sales of propane gas, LP-gas, coal, wood and other
fuel sources for the production of heat or 1lighting for
noncommercial use of an occupant of residential premises;

(z) all sales of intrastate telephone and telegraph
services for noncommercial use except noncommercial intrastate
long distance telephone service;

(aa) all sales of materials and services used 1in the

repairing, servicing, altering, maintaining, manufacturing,



remanufacturing, or modification of railroad rolling stock for
use in interstate or foreign commerce under authority of the laws
of the United States;

(bb) sales of tangible personal property and services
purchased directly by a port authority or by a contractor
therefor as provided by the provisions of K.S.A. 12-3418, and
amendments thereto; and |

(cc) all sales of materials 6and services applied to
equipment which is transported into the state from without the
state for repair, service, alteration, maintenance, remanufacture
or modification and which is subsequently transported outside the
state for use 1in the transmission of liquids or natural gas by
means of pipeline in interstate or foreign commerce under
authority of the laws of the United States.

New Sec. 2. All sales tax paid in 1983 or 1984 on the sale
of tangible personal property or services purchased by a
- contractor for the purpose of constructing, equipping,
reconstructing, maintaining, repairing, enlarging, furnishing or
remodeling a facility for a rural water district shall be
refunded to such rural water district upon a proper claim having
been submitted therefor. Each claim for a sales tax refund shall
be verified and submitted to the director of taxation upon forms
furnished by the director and shall be accompanied by any
additional information required by the director. The director
shall review each claim and shall refund that amount of sales tax
paid as determined under the provisions of this section. All
refunds shall be paid from the sales tax refund fund upon
warrants of the director of accounts and reports pursuant to
vouchers approved by the director of taxation or the director's
designee.

Sec. 3. K.S.A. 1983 Supp. 79-3606 is hereby repealed.
Sec. 4. This act shall take effect and be in force from and

after its publication in the Kansas register.
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Attachment #4

Mr. Chairman:

Distinguished Members of the Committee:

My name is Don Gordon and I am President of the Kansas
County Appraisers Association and the Appraiser for Douglas

County.

The Association was notified of this hearing on Novem-

ber 17, 1983.

Wwith such short notice, the Association could not ac-
complish all it would have liked to, but we have attempted
to put together as much information as possible to benefit

the Committee.

The Association conducted a telephone survey of all

County Appraisers on three major topics.
1) Property owner response to trending factors.
2) How are trending factors working?
3) Should the Association support the use of
trending factors?

OUR SURVEY RESULTS ARE SUMMARIZED AS FOLLOWS:

Property owner response to trending factors.

In the initial year of implementation, the response was
very negative as the property owner felt that the factors
overvalued their property and resulted in excessive tax

increases.




After further investigation it was determined that the
major reason for increases was not the trending factors
but the valuing of property not previously valued. Prior
to the implementation of the trending factors, most apF
praisers were accepting I.R.S. depreciated book values as
rendered by the property owners. The belief by the prop-
erty owner that the I.R.S. Depreciation Value and property
tax value were the same; lead to the conclusion that the
trending factors were the cause of the increase in value.
I.R.S. allows the historical value to be reduced in many
different ways at many different rates to a salvage value
or no value. The appraisal process used for property tax
purposes differs as the value is calculated from a current
replacement cost, new; less depreciation. Previous to
implementation of the trending factors, the book values
rendered by the property owners, contained a large amount
of salvage or totally depreciated equipment, which was
subsequently valued and returned as taxable property, re-

sulting in value 1increases.

For the 1983 listing year the majority of the appraisers
said they did not encounter any major problems in the appli-

cation of the factors.

How are trending factors working?

They provide a guide that has ease of application and
simple mathematical calculations. The results of applica-
tion provide a uniform and equal assessement.

There are however, some prbblems with the application
of trending factors: Property owners include "blue sky"
in purchase cost of equipment for I.R.S. depreciation;

purchases of used equipment not noted as used equipment



when listéd; lump sum purchases which create problems al-
locating cost to individual items; incomplete listings -
lack of purchase date, cost or age, not the omission of
items; lumped listings - all equipment lumped into one
cost figure by year of purchase instead of itemized indi-
vidually resulting in the appraiser assigning an economic

life composite.

Even considering these problems the majority of the
appraisers feel that the trending factors definitely pro-
vide a method for uniform and equal assessement on personal
property with inadequate market information sources avail-

able.

Does the Association support the use of trending

factors?

92¢ of the member appraisers support the use of

trending factors.
8% of the member appraisers oppose the use of

trending factors.

Some of the reasons supporting the use of trending factors

are:

1) Results in better and more detailed listings of
equipment
2) Definite mode of valuing equipment with limited
_ market information
*Most Importantly 3) Uniform and equal asséssements across the state on

like properties.



Some reasons by non-supporters were:

1) No proof that they achieve market value
2) Problems obtaining complete listings
3) Assignment of economic life to used equipment

4) Issuance of late memos by PVD

In summary, the majority of the Kansas County Appraisers
support the continued use of the trending factors rather
than the return to no guide at all. It is known that the
"depreciated book" does not represent market value, but
in most instances is somewhat less. As an example I will
use the sale of four (4) IGA stores in Douglas County in
1982. As of December 1981 the "depreciated book value"

on the fixtures and equipment in these stores was $568,000.
In 1983, the purchaser rendered the purchase cost of the
fixtures and equipment in those stores at $740,000. I
personally visited with Mr. Lewis about the allocation of
the costs of fixtures and equipment. The allocation of
values in this instance was relatively simple as only
personal property was involved. Personal property in this
case included fixtures, equipment, inventories and in-

tangibles or goodwill.

The trending factors are an excellent tool to provide

for uniform and equal assessement on like personal property.

This association has initiated a program to acqguire
sales information on trended properties to verify the trend-
ing factors. We realize this will be a very slow process
and regret that we do not have any such information avail-

able at this time to present to the Committee.
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ADDENDUM FOR SENATE TESTIMONY

To further illustrate the Association's support

for the trending factors, I submit the following

information.

The Annual Update Meeting for Appraisers was held
in Hutchison on December 14 & 15, 1983. At this
meeting, the Director requested the Association's input
relating to trending. The Director suggested three
possible methods of trending. Retain the current method,
use the consumer price index; by industry type and

Marshall Valuation average.

The Association split into regional associations
and discussed the alternatives and returned their de-

cisions through their executive board members.
The regional association decisions were as follows:

NORTHEAST REGIONAL; current method using consumer price
index, SOUTHEAST REGIONAL; by industry with one trending
table, SOUTHCENTRAL REGIONAL, current method using con-
sumer price index; NORTHCENTRAL REGIONAL, Marshall Valu-
ation average; NORTHWEST REGIONAL; current method using
consumer price index,  SOUTHWEST REGIONAL; current method

using consumer price index.

The Association through the Executive Board recommended
£o the Director that the current method using the consumer

price index be retained for 1984.



I would like to thank the Committee for the opportunity

to appear on behalf of the Kansas County Appraisers Associa-

tion.

I would like to take this time to introduce Mr. Gary
Smith,APast President of the Association and present Chair-
man of the Legislative Committee, who is prepared to present
some examples to the committee. Following his presentation,

we would be pleased to answer any questions the Committee

wishes to pose.

THANK YOU



COMMERCIAL

AND INDUSTRIAL

PERSONAL PROPERTY SALES DATA

Sale No.

Type of Property and Descriptioh

Sale Date County

Verified Sale Price $

If used, approximate year of
Condition:

Excellent

Good

Average

Poor

Salvage

Market Value using P.V.D. Guide §

Verified with

New Used
manufacture R.C.N. $
Economic Life years

(P.V.D. Guide)

ow

Factor

(P.V.D. Trending Tables)

By

Date




Attachment #5
SHAWNEE COUNTY
OFFICE OF COUNTY APPRAISER

GARY M. SMITH ASA, CKA

APPRAISER
- T 2 2, .
-'-:;ggggt;ﬁi?mgﬁﬁg ROOM 102 COURTHOUSE
8 S b ok B B RS
295-4100 TOPEKA., KANSAS 66603

I would like to thank this Committee for the opportunity
to help explain the use of trending factors as they apply
to Shawnee County and illustrate some of the problems as
they relate to equalization of personal property for Ad
Valorem taxation.

Kansas Statutes 79-303 require a list of property in
their possession on January 1 of each year.

This has not been required by many Clerks and/or
Appraisers in years past.

Beginning approximately 1981, a general requirement by
Appraisers to supply a list of all property owned or leased
by the taxpayers was undertaken with mixed results, some
ignored the request, some sent a list which gave cost by
year (no specific list of property) and some complied with
the request and rendered item description, date of purchase,
and cost to which the trending factors could be applied.

I have supplied the Committee with three examples which
indicate some of the types of list the Appraisers receive

from taxpayers.

Example:
1982 1983
Type Appraised Val Appraised Val Increase %
1. Office 1376 56136 4000
2. Industrial 24409 389240 1500
3. Profession 138352 172860 25




Example #1 and #2 indicate inadequate lists which were
turned in by taxpayers using IRS depreciated book value in

1982.

Example #3 is a monetary list which was supplied to the
Appraiser in 1982 and was nearly accurate. However, when
acquisition cost from the 1983 list are totaled, a varience
in value appears which indicate the 1982 figures were
incorrect. '

While these examples may be somewhat extreme, these
type of rendering by the taxpayer is not. The trending
factor has helped the Appraiser to acquire a more accurate
listing from the taypayer.

I have also supplied the Committee with one example
of how the trending factor system can work to assure equity
between like businesses.

The example is two grocery stores of approximately the
same store size with the same starting date.

The equipment cost on the Safeway store is higher and
should have a higher appraised value for tax purposes.

In the example, equipment and inventory values are

higher as they should be.

See Example #4



I have supplied a small list of taxpayvers with the
total investment, 1982 and 1983 market value.

The list also gives an estimated value of equipment
by original cost which would no longer be reported on the
tax roll if 10 year straight line depreciation were used to
report personel property.

I would like to again thank the Committee for this
opportunity to appear and close by indicating my support
for the trending factor system which if given a chance to
work, can create a very equitable system of taxation for

business personel property.
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. Between thirty (30} to forty-five (45) days thereafter, add thirty percent {30%) to the assessed value as a nm:m:« 5« _wa
. Batwesn forty-five (45}, but not more than sixty (80) days, add 40% thereto as a penalty for late filing. ' BRI

. Alter sixty (60) days, add fifty percent (30%) thereto as a penalty for late flling. L S A L
For good cause shown the appralser may extend the lime In which to make and file such statement if such request is _: éa::m mﬂm::,@ mamnmms reasons for

the delay and If request Is recelved by the appraiser prior to the due date of the return.
Whenever any umao: shall fail to file, 3m appraiser shall add :3 percent (50%) to the assessed S_cm of the uavm% as a nm:m:< 8

[ R 2

Appraised of Listed By:

Y 1atut
hmw\mz_? es provide a penalty for any false o Iradulent statement or schedule

ABTR0 €, R, AT{0N0R, RANGAS
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