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Date
MINUTES OF THE _SENATE  COMMITTEE ON ___ ASSESSMENT AND TAXATION
Thenw&ﬁg\wmcﬂbdtooukrby Senator Paul "Bud" Burke at
Chairperson
_11:00 5 m 53%% on February 16 1984in room 226=S __ of the Capitol.

All members were present exxept:

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

Conferees appearing before the committee:

Stanley Lind, KAFC
Harley Duncan, Secretary of Revenue

The chairman recognized Stan Lind for a request for a committee bill on
behalf of the Kansas Association of Finance Companies. He explained the
purpose of his request would be to tax financial companies in the same
manner as banks. (Attachment #1) 1In response to a question about the
fiscal effect, he said thisg legislation would result in the loss of
taxes to the counties, not the state, of approximately $100,000.

Senator Allen made a conceptual motion to introduce such a bill and have
it referred back to the committee. Senator Mulich seconded the motion
and the motion passed.

The committee considered SB 670. The chairman called on Senator Thiessen,
a sponsor of the bill, to explain this proposed legislation. Senator
Thiessen said the bill originated from an interim committee study to re-
view the Kansas homestead property tax refund program. The committee
recommended increasing the brackets because there had been no adjustment
through the years of operation, and as social security increased and the
participants received more income, they got into a higher bracket which
reduced their benefits. He said he didn't believe this was the intent of
the legislature, and this bill would make it possible to adjust these
brackets annually and the participants would not fall behind but would
keep on the same level.

Tom Severn explained that beginning July 15 the brackets table would be
indexed upward by the cost of living adjustments. The effect of this
adjustment upward to reflect inflation would be to keep the homestead
property tax refund about constant.

Harley Duncan, Secretary of Revenue, explained some technical problems
with SB 670. (See Attachment #2)

Senator Thiessen made a conceptual motion to amend SB 670 in line 71,
by striking "dollar amount or" and in line 74, by striking "income" and
inserting "dollar". Senator Johnston seconded the motion and the motion

passed.

It was decided to delay further action on SB 670 until more fiscal
information could be obtained.

The committee considered SB 596 which would provide that the sale of
used mobile homes and 50% of the cost of new mobile homes would be
sales tax exempt.

Senator Allen moved and Senator Mulich seconded a motion to report SB 596
favorable for passage. The motion passed with Senator Chaney voting "no"
and Senator Johnston passing and declaring a possible conflict.

The chairman adjourned the meeting at 11:45 a.m. The committee will meet
again on February 20, 11:00 a.m.

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 P Of _l__
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Article 11.—BANKS, BANKING
~USINESSES, TRUST COMPANIES
AND SAVINGS AND LOAN
ASSOCIATIONS
Section 1.

. 79.1103. (a) Every individual,
association, group of unincorporated per-
sons or demestic corporations, other than
national -banking -associations,-banks; trust
comypanies,-Savings - loan-—asseciations
and those taxed under K.S.A. 79-310a and.
40-2801, who shall engage in the business
of lending money, buying and selling bills
of exchange, notes, bonds, stocks or other
evidences of indebtedness with a view to

Attachment #1

but which are not organized
under the banking, trust or
savings and loan association

profitZshall be, for the purpose of taxation,
deemed to be engaged in banking within
the meaning of this act. Each-sueh “rrdivid-
uatl,-gssoetation or unirrcorporated-group of
s+ shallannualiy- during-the-reonth of
Jaruary,-as-of Jamuary- 1 ~farmish to-the—as—
SeﬂﬁﬁkQQkﬁF%b&&&m%m%4#m¥%%§4h%
average smount-of-capital-empleyed-in-its-
business—of-banking a5 defined- in-this-see-
tionrand-the net-earnings-or-ineome-of-sueh
business—for the-yeas preceding-such date.
Aﬁéa}byﬁ&drﬁﬁfﬁﬁﬁ&%hee%e%km&#l
fieer shall determine— the—average— eapital
empl _in—suech-business- as--herein de—
fired —amd—the true value of the proportional-
interester-share-of each-persen therein-shall-
be-taxed-annually-at the-rate-of five mills-on-
the deller of thevalre-thereof- In-deternin—
ing the- average-capital-employed in such
busirressforassessment-and-taxatior uponra
share-basis a5 herein-provided-the-amount
of money bomewed -by-the -business-as-anr
entitbrandemployed.in the businessandthe
amount of eapital -invested- in- real —estate-
ssed in-sueh business-separately-Histed- and-
taxed.in this state-shall -be-deducted-there~
from. -Rersonal- property,~etherthan tneoter
vehicles-subject to- taxation under K-5-A-
1982 -Supp—~F9-0331-et-seg=;7 ased- inthe
business-of barking shall-not-be-—separately-
listed-ror shallit betaxed-separately-other
thanupon-a-share-basis-as heretr provided-
—(b} - Shares-efstock-of -domestic-eorpera-
tions eagaged-in the banking businessyas
defined in-subsection<2)- shal-be-assessed
te the-individual shareholders at their-true-
value-at the-place-where-the particular do-
mestie eerperation istocated-The rmanagng:
officer -of -cach- domestic—eorperation- shalk
furnish-to the-assessor-on forms -preseribed-
therefor during the-monthrof-January -eaeh
yeer; a-list of al the- shareholders and the
numbes of -shares -owned—by--each -share~

holderand the-assessor—stral tix—and-deter
mine —the —true —assessable- -value— of sucir
shares.~Fo-aid and-pssist in—determining-the
tme_value of such shares- the director of
property— valuation-—shall —preseribe--sueh
fomns_for use hy_the_assessor as. deemed
neeessary - and —the —president; cashieror-
other—manpaging oficer of each-domestic
cerporationshalt furnishand mmrakefult dig—
closure of all_infosmation-required therein—
1£ -any -pertion—ef-the—capitul-steek- of amy—
domestic- eorperation shalt be-invested 1
real —estate -and -the—demestre —corperatromr
helds—titte- thereto—in—fee—simple; the —as—
sessed vatue of the-realestateshall bede-
ducted from-the gross valuation-of all shares-
of stock -and such real-estate- shall- be-as~
sessed as- other real estate—The net-assess—
ment of all shares shall-be divided-zmony
the-sharehelders-proportionatelys accordmmg-

_ te the-number of shares owned by each; amd-
the- domestic—corporationrshaH-pay-theto
assessed-upon-the shares-and-shall-have—o-
lientharean- unti-the same is-satisfied-and-
suchr shares—stnH-be-taxed ammuaty —at the
rate-of five mills on the-dellar -of the-vatve
thereol- oF a5 etherwise -previded by-haw-
Sheuld-the domestie-corporation-fadto pay-
taxes lovied-upon shares; the-preperty-ofthe
indindod-streholder shal-be drabte
therefor.

-laws of the United States or
of this state

— —(e)}-—As- 300 as- practicabte after alt <t
levies—for -the -current tax—yeer —-are -deter—
mined and reported,-it shall be the-duty of-
the- esunty- -clerk <o -motify- -caclh dorrestic-
eorperation,— whose-—sharcholders-are —as——
sessed and- taxed ~urrder the- ternrs ~of sub-—
section {b)-hereocf-m—writing,—ofthe valoz-
tion rete-of levy and amountof tax-assessed-
against each and all shares-and-te-be-paid-by—
each-dorpestie -corporation- Sueh notice-to-
the-domestie corporation—straH -be-deenmed-
snd-held-notiee to-each-shareholder -If thre-
domestic-corposation-or-enysharchelder-so—
notified-shall for-any cause-be-aggrieved-by—-
such-assessment appeal-rmay-beteken-te the—
beard -of tax-appeals at any ime-within-30-
davs—after the receipt- of- such- notice; -by-
filing with-the county-clerk-a-nrotrce of 4m—
tentionto-appeak An-appeal-by-the domes—
tie- eerporation shalt be deemed -an—appesl-
for el shareholders thereof-When motice-of—
intention te appeal isfiled with- the-county—

" clerk-by-any-domestic corporation or share—

holder- #t—shal-be- thre- duty—of—the —county—
elerk—to transmit to-theboard-ef-tax appeals—

forthwith —a—copy-of aH-neHees; a staterrent —
showing-the—valuation—of the-shares; -the -
levies; -the emeunt—of-the tax-assessed and —
all- papers —releting— to--sueh —assessment-—
Thereupon the-bosrd eftax-appealsr-assoorn—
as practieable; shall fix da-tirne-and-place-for—
heardng such-appeal-and-shall give notice -
thereoi-te the-ecunty-eclerkand-appelant-at —
least-10- days -prior to-such-hearpg.-At-sueh —
hearing- the-board -of tax-appeals—shal-re——
ceive .and.consider-such-testirneny—as—meay-—
be-efferedby-such—corpoeration- o share——
holdes,—or-any-party—in—interest-and- upomr —
due <cenrsideration-thereof ~shaH fix—amd-by-—
order determine-and equalize the-amount of -
assessment -and~the tax to be—paid—-Soctr—
ordes -shall -be- eertified—forthwith—to- thre-—
caunty clerk swho-shall -enter-upon-the -tax——
rolls—of_the—eount~ the-amount-of tax—so——
determimed —and—the—tax —shal -be- paid—as-—
hereinbefore provided-by-this aet—Ne aetion——
shall-be -iastituted-er- meintained Sn—any——
ecurt-by-any-domestie eerporatien-or share——
helderte setaside-or +o-declare verd-any tax— -
levied-under—the —terms -of this—act -or—-to——
recover-any such-tax paid -underprotest un——
less- prior-to-bringing-of- the-actior~an-ap—-—
pf:&l;bathave—been—Eﬁkenas--hefei&-pm———
vided _and_such-appeat shall-have breen——
determined by the-boasd of-tax appeals-ad-—-—
vesso-to-the chim-of the appellant -
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Section 2.

79-1107. National banking associa-

tions and state banks; tax imposed; rate. .
Every national banking association’a‘ﬁa/—___

state bank”located or doing business within
the state shall annually pay to the state for

the privilege of doing business within the .

state a tax according to or measured by its
net income for the next preceding calendar
year or fiscal year ending in the next pre-
ceding year to be computed as provided in
this act. Such tax shall consist of a normal
tax and a surtax and shall be computed as
follows: ‘

(a) The normal tax shall be an amount
equal to four and one-fourth percent (4% %)
of such net income; and

(b) the surtax shall be an amount equal
to two and one-eighth percent (2¥%6%) of

such net income in excess of twenty-five

thousand dollars ($25,000).

The tax levied shall be in lieu of ad va-
lorem taxes which might otherwise be im-
posed by the state or political subdivisions
_ thereof upon shares of capital stock or the
intangible assets of national banking asso-
ciations and state banks. The state of Kansas
hereby adopts the method numbered (4)
authorized by the act of March 25, 1926,
amending section 5219 of the revised stat-
utes of the United States (12 U.S.C.A. 548),
relating to the manner and place of taxing
national banking associations located:
within its limits.

Section 3. .

79.1110. Taxation of national banking
associations, banks, trust companies and
savings and loan associations; procedure for
returns; tax payment; laws applicable.
Every national banking association, bank,

and those described in
K.S.A. 1983 Supp. 79-1103,
as amended, who are for
the purpose of taxation,
deemed to be engaged in
banking and are

trust company,rand savings and loan associ-
ation subject to taxation under this act shall
make its return and pay the tax imposed to
the director of taxation on or before the 15th
day of the fourth month following the close
of its federal taxable year, in the same man-
ner, except for computing the net income
subject to tax, as corporations are required
to make their returns and pay their taxes
under the Kansas income tax act. Every
such national banking association, bank,

those described in

K.S.A. 1983 Supp. 79-1103,
as amended, who are for
the purpose of taxation,
deemed to be engaged in
banking

trust company’and savings and loan associ-

ation shall be subject to other provisions of

the Kansas income tax act applicable to
other corporations and shall be subject to
the penalties imposed on corporations by
K.S.A. 79-3222 and K.S.A. 1982 Supp. 79-
32928 and 79-3234 insofar as the same can be
made applicable.

, those described in
K.S.A. 1983 Supp, 79-1103,
as amended, who are for
the purpose of taxation,
deemed to be engaged in
banking




Section 4.

79-32,113. Exempted organizations.
(a) A person or organization exempt fiom
federal income taxation under the provi-
sions of the interpal revenue code shall also
be exempt from the tax imposed by this act
in each year in which such person or orga-- -
nization satisfies the requirements of the
internal revenue code for exemption from
federal income taxation. If the exemption

. applicable to any person or organization
under the provisions of the internal revenue
code is limited or qualified in any manner,
the exemption from taxes imposed by this
article shall be limited or qualified in a
similar manner.

(b) Notwithstanding the provisions of
subsection (a) of this section, the unrelated
business taxable income, as computed
under the provisions of the internal revenue
code, of any person or organization other-
wise exempt from the tax imposed by this
act and subject to the tax imposed on unre-
lated business income by the internal reve-
nue code shall be subject to the tax which
would have been imposed by this act but for

<

the provisions of subsection (a) of this sec-
tion. '

(c) In addition to the persons or organi- , those described in
zations exempt from federal income taxation - K.S.A. 1983 Supp. 79-1103,
under the provisign of the internal revenue : as amended, who are for
code, there shall also be exempt from the tax the purpose of taxation
imposed by this act, express companies, in- Jeemed to be engaged in ’
surance companies, banks, trust companies, : gag
savings and loan associations, credit unions~" banking,

and any other organizations, entities or per-
sons specifically exempt from Kansas in-
come taxation under the laws of the state of
Kansas.

Section 5. The provisions of K.S.A. 1983 Supp. 79-1103, 79-1107,
79-1109 and 79-1110, as amended, as they are applicable to those
described in K.S.A. 1983 Supp. 79-1103, as amended, who are for
the purpose of taxation, deemed to be engaged in banking, shall
be applicable to all taxable years commencing after December 31,

1983.

Section 6. K.S.A. 79-1105, 79-1105b., K.S.A. 1983 Supp. 79-1103,
79-1105a., 79-1107 79-1110 and 79-32,113 are hereby repealed.

Section 7. This act shall take effect and be in force from and
after its publication in the statute book.
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DEPARTMENT OF REVENUE

State Office Building
TOPEKA, KANSAS 66625

MEMORANDTUM

TO: Senator Bud Burke, Chairman
Senate Assessment & Taxation Committee

FROM : Georganna Meyer
DATE : February 16, 1984

SUBJECT : Senate Bill 670

The Department of Revenue would like to point out two technical
problems with Senate Bill 670.

First, this bill states that the amounts deducted from the
property tax will not be changed, but the household income
brackets will be changed. A problem occurs here with the
dollar figures that are added to the percentages equalling the
total amount of '"coinsurance''. These dollar figures have been
calculated specifically for the original household income brackets,
based on the size of the brackets (the percentage in the lower
bracket times the dollar span of the lower bracket equals the
dollar figure to be added to the next higher percentage). By
indexing these brackets, and therefore changing the size of the
brackets, these dollar figures no longer correspond to the
percentages. To illustrate this, pleasec see the attached
exhibit. Note that when the size of the brackets become large
at the upper end of the income range, a distortion occurs in
the amount of the deduction from property tax. This distortion
causes persons with a household income of $8,100 to pay a
greater deduction amount than persons with an income of $8,500.
This distortion occurs regardless of whether the cost-of-living
increase is large or small.

Secondly, unless the $400 maximum refund amount is indexed, the
persons in the upper end of the household income ranges do not
get the same break as the other claimants. For example, the
current maximum aousehold income eligible for a refund is
$12,889. If the cost-of-living increase is 3.5%, this figure
should increase to $12,889 X 1.035 or $13,340. If the "old"




i,

deduction table is kept, the coinsurance stops allow refunds

at a household income amount of $13,139. If the dollar figures
added to the percentages are indexed, maintaining the $400 limit
means the maximum household income eligible for a refund is
$13,034. Therefore, the 3400 limit must also be indexed to allow
those in the upper bracket to get the full benefit of indexing.

In summary, if the homestead refund program is to be indexed,
all amounts involved must be indexed if all claimants are to
receive equal benefits. If it is desired to maintain the $400
refund limit, it must be realized that the maximum household
limit will not increase by the indexing percentage.

1 g
,x;équlyymy //@{%o/

Georganna Meyer

GM :bak



February 16, 1

KANSAS DEPARTMENT OF REVENUE
PLANNING AND RESEARCH BUREAU

Assume a 20% Cost-of-Living Increase:

Household Income 01d Deduction Indexed Deduction
$3,600 0 0
$3,600.01 to $4,200 1% 1%
$4,300.01 to $4,800 $5 + 2% $6 + 2%
$4,800.01 to $5,400 $15 + 3% $18 + 3%
$5,400.01 to $8,400 $30 + 4% $36 + 4%
$8,400.01 and up $130 + 4.5% $156 + 4.59%

With a Household Deduction from Indexing

Income of Property Tax Will Be Coinsurance
$4,000 $ 4 $ 4
4,500 11 12
5,000 21 24
5,500 34 40
6,000 54 60
8,000 134 140
8,100 138 144
8,200 142 148
8,300 146 152
8,400 150 156
8,500 134.50 160

At a 3.5% Cost-of-Living Increase:

Household Income 01d Deduction Indexed Deduction
$3,110 0 0
$3,110.01 to $3,620 1% 1%
$3,620.01 to $4,140 $5 + 2% $5.10 + 2%
$4,140.01 to $4,660 $15 + 3% $15.50 + 3%
$4,660.01 to $7,250 $30 + 4% $31.10 + 4%
$7,250.01 and up $130 + 4.5% $134.70 + 4.5%

With a Household Deduction from Indexing

Income of Property Tax Will Be Coinsurance
$7,100 $127.60 $128.70
7,200 131.60 132.70
7,250 133.60 134.70
7,300 132.25 136.95





