Approved On:

Minutes of the House Committee on Assessment and Taxation. The
meeting was called to order by E. C. Rolfs, Chairman, at 9:00
a.m. on February 20, 1986 in room 519 South at the Capitol of
the State of Kansas.

All members of the Committee were present.
Committee staff present:

Tom Severn, Legislative Research
Melinda Hanson, Legislative Research
Don Hayward, Reviser of Statutes
Millie Foose, Committee Secretary

HB-2836, an act relating to the financing of public schools;
authorizing the 1levy of individual income taxes by school
districts; providing duties for certain state officers
relating to the administration thereof, was the subject
discussed today.

Dr. Severn explained the bill to the committee; then Represen-
tative Braden, a sponsor, submitted a sheet showing Estimated
Millage Equivalent of Estimated Receipts from a Ten Percent
School District Income Tax. (Attachment 1) Representative
Lowther, also a sponsor, discussed the bill further and an-
swered questions from the committee. He furnished copies of
an article taken from the Topeka Capital saying that many
rural schools are deteriorating badly and are totally inade-
quate. He said that it will probably take state intervention
to halt the slide toward collapse. (Attachment 2)

Paul Fleenor, Director of Public Affairs for Kansas Farm
Bureau, spoke as a proponent and proposed an amendment that
the option be removed and the 10 percent surtax proposed be
mandated. (Attachment 3)

John Koepke, Kansas Association of Schools, spoke as a
proponent and answered questions from the committee.

Kay Coles, representing the KNEA, spoke in support of HB-2836.
(Attachment 4)

Leroy Jones, representing Brotherhood of Locomotive Engineers,
testified as an opponent of the bill. (Attachment 5)

Dennis Shockley, representing Kansas City, Kansas, discussed
the bill as an interested party -- neither as a proponent nor
an opponent. He supports legislation to allow a local income
or earnings tax subject to a vote of the people in the
jurisdiction levying the tax. (Attachment 6)

Ron Calbert, Director of Kansas State Legislative Board,
United Transportation Union, spoke as an opponent of the bill.
He believes the impact would be squarely on the middle income
taxpayer and exclude the large corporations and non-resident
owners. (Attachment 7)

Representative Leach moved, second EX Representative Lowther,
to introduce a committee bill similar to 1983 §8B-436, which
limits the federal income tax deductions allowable on Kansas
returns. The motion carried. o

There being no further business, the chairman adjourned the

meeting.
///(
i 4%,

Ed C. Roifs! Chairman




Source:

ESTIMATED MILLAGE EQUIVALENT OF ESTIMATED RECEIPTS
FROM A TEN PERCENT SCHOOL DISTRICT INCOME TAX

District Name

Emporia
Wichita
Mulvane
Mankato
Elk Valley

Salina
Kingman
McLouth
Seaman
Atchison

Little River
Coffeyville
Independence
Junction City
Dighton

Hays
Kansas City, Ks
Topeka

Shawnee Mission

1
10% Based
on 1984
Returns=

$583, 308
9,252,045
161,576
31,524
12,331

994,387
131,572

37,376
301,855
207,840

34,142
269,599
294,405
350,934

58,675

472,253
2,335,965
2,826,314

10,085,587

2 3
1985 School Est. Mill
District Equivalent
Valuation == of Column 1
$80,988,214 7.20
1,047,820,983 8.83
17,108,999 9.44
7,596,303 4,15
4,916,468 2.51
121,605,825 8.18
61,154,002 2.15
8,763,939 4,26
73,920,179 4.08
31,309,909 6.64
30,521,392 1.12
47,119,451 5.72
47,018,730 6.26
58,514,528 6.00
24,584,788 2.39
98,466,635 4,80
311,770,744 8.13
319,783,299 8.84
743,936,022 13.56

Reports of the Department of Revenue and the State Department of

Education

= Based on school district rebates for 1984 filed in 198S.

== Based on fall 1985 assessed valuations as reported to the State Department

of Education for school aid purposes.

Kansas Legislative Research Department

Attachment 1
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The Topeka Capital)

Researcher
says schools
falling apart

By MICHAEL BATES

" Associated Press writer

WICHITA — With sloping floors,
'weakening roofs, and other symp-
toms, aging rural schoel buildings in
Kansas are deteriorating badly, ac-
cording to a researcher at Kansas
State University.

Dave Honeyman, a K-State col-
lege of education assistant profwusor
says it probably will take state in-
tervention to hait the slide toward
collapse. = ~

“They’re not in danger of collapse
on the kids, I hope,” said Honeyman.
“But it disrupts the whole education-
al process when you have floors sag-
ging, ceiling tiles falling, water run-
ning down the blackboards and
plaster falling off the shifting walls.

“It’s hard enough to try to teach
little people in ideal surroundings,
but we’re “talking about situations
that are totally inadequate.”

A flooded school gymnasium in
Concordia, the evacuation of ele-
mentary. students from unsound

structures -inScott City and Ness-

Cxtyand,tueﬁhngofalawsmtby
some ‘parents  concerning the safety
of a school in Marquette are a few:

indications during the pastmon;h of

‘wxdespreadpmblems,hesmd

Huneymansmdthescopeofthei

‘needed now-and in the future

becausé of neglected maintenance is*
so overwhelming that local districts -

need -help from the state. He be-
lieves some sort of state-operated
school repair lean fund could be es-

Feh 30, 19%L

About two-thirds of the. school dis-
tm:tsmxansasaremmdmmral
areas and have fewer than 1,000 stu-

dents; Honeyman-said. In a recent -
surveyofthembnﬂdmgmthose

districts, Honeyman found the age of

the- structures' ranged from - turn-of-
theﬂenmyta the midto late 1960s.
The average age was-about 37 years.
InScott-City,- voters&nrejected
a bond. isswe for.a new elementary
school . twice during - thepast year.
On: Jan: 22, officials: closed three.
wings-of ‘the grade school building
because the roof trusses were near
colhpse. M 230 pupus bad to be

about six mnnﬂn*m focnd ‘412
structures, or 24 ‘percent of the
school ‘buildings_in"the sampling,
were constructed prior to 1930. In
several counties, buildings first oc-
cu]:udinthe late 1800s still are in
use:::

Ten'y Karlin, Ness City school su-

. perintendent, said he gave the order

to vacate.the district building that
housed ‘160 fourth through eighth
graders Feb. 7' after an engineer
said-the structure could collapse at
any moment.

“Until‘we saw actual cracks in the
main support structures, the floor .
deflection wasn’t bothering us,” Kar-
lin: said. “But with the shear cracks
in the miain' support beams, any fail-
ure:could be instantaneous.”

The state’ education department’s
Blair-said lackily most school build-
ings-give. their occupants plenty of
warning-ﬁbefore they fall.

“Most of -these recent ones have
been caught in the severe warning
stage,” he said. “When ceiling tiles
start falling and walls are cracking,
{rou know you need to take a closer
00| -

tablisied: i L O R
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sas Farm Bureau

rs. PUBLIC POLICY STATEMENT

HOUSE ASSESSMENT AND TAXATION COMMITTEE
RE: H.B. 2836 - Local Option Income Tax for School Districts

February 20, 1986
Topeka, Kansas

Presented by:
Paul E. Fleener, Director

Public Affairs Division
Kansas Farm Bureau

Mr. Chairman and Members of the Committee:

My name is Paul E. Fleener. I am the Director of Public
Affairs for Kansas Farm Bureau. I come before you today as
PROPONENTS of H.B. 2836. Even as proponents we would offer what we
consider to be a "friendly" amendment. Sponsors of the bill are
familiar with our proposed amendment. The fact they are familiar
does not indicate endorsement nor implied consent.

Some members of this committee will remember our testimony in
1981 on H.B. 2370 and in 1983 our testimony on H.B. 2053, both of
which were bills to provide a local option income tax for school
districts. On those occasions, and again today, we suggested, even
urged, that the option be removed and the 10 percent surtax
proposed be mandated.

Every member of this committee knows that the School District
Equalization Act requires a local effort to be made to generate
some of the revenue before a determination is made as to state aid

entitlement. The mandate for local effort falls on the property

TR e B
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tax. It is not optional. We feel an appropriate mechanism would be
to require a similar effort ... say, 15 mills on assessed
" valuation and a 1.5 percent tax on taxable income ... to meet the
local effort requirement. If in its wisdom this committee wants
- that to say a 10 percent surtax, at least it is a start.

The farmers and ranchers of this state have had a deep and
abiding interest in elementary and secondary education in the
state. They have long felt the reliance on the property tax is too
great and revenues to fund elementary and secondary schools should
be more balanced ... i.e, come from nonproperty tax sources, too
... and reduce the reliance on the property tax. Two paragraphs
from our resolution on school finance speak to the issue before
you today. We will address those briefly. Further, the full text
of our policy position on school finance is attached to our
statement. Below you will find reference to our support for a
school district income tax and additional revenues to be used for
school finance purposes to be derived from an income tax on other
entities.

We support legislation to create a school district
income tax to be collected by the state from every
resident individual and returmned by the state to the
school district of residence of the individual taxpayer.

State General Fund revenues should be enhanced for
school finance purposes by increasing the rates of
income and privilege taxes imposed omn corporations,
financial institutions, insurance companies, and

nonresident individuals.



The local option income tax for school districts is not a new
idea. We think the option should be there for districts AFTER an
‘initial local effort on income as well as the modest (but equal
««. 15 mills equates to 1.5 percent) effort from the property tax.
The school district should be able to decide which, or in what
combination the resources available should be used.

In 1981 we supported H.B. 2370, a bill which passed the House
Assessment and Taxation Committee, passed the full House of
Representatives, and was recommended favorably by the three
committees to which it was assigned in the Senate. Likewise, since
there was no action on H.B. 2370, we supported H.B. 2053 in 1983,
another local option income tax measure. We are here today to
support H.B. 2836 but we convey to you in all candor our desire
for you to mandate the first portion of income tax and leave the
option to the district when, whether, and to what extent the
income tax would be used for additional (beyond the minimal
required effort) funds within the school district.

Thank you very much for the opportunity to appear on H.B.

2836. We would be pleased to respond to questions if there are

any.



School Finance

We believe the Kansas Legislature should develop @
school finance formula to assist in the delivery ofan
funding fora “basic oducation” for every child enrolled
in public schools in each unified school district in the
state.

We continue to believe that there shouldbe minimal
reliance on the property tax for support of cur elemert
tary and secondary schools. As long as property is
usedasa measure of wealth, then intanaible property
should be 2 part of such measurement of wealth.

We support legislation 1O create a school district
income tax 10 be collected by the state from every
resident individual and returned by the state tO the
school district of residence of the individual taxpayer-

We will support legislation to increase the state
sales tax by one cent, PROVIDED the revenues from
such increase aré used for financing elementary and
secondary schools and to reduce property taxes NOW
levied for school finance. ’

State General Fund revenues should be enhanced
for school finance purposes by increasing the rates of
income and privilege taxes imposed on corporations,
financial institutions, insurance companies, and non-
resident individuals.

We believe that federally and state-mandated pro-
grams should be fully funded by the federal or state
government, whichever mandates a given program-

We have opposed in the past, and we will coniinue
ﬁo oppose effortsto establisha statewide property tax
evy.



AS-NATIONAL EDUCATION ASSOCIATION / 715 W. 10TH STREET / TOPEKA, KANSAS €

M w’
ﬁ Kay Coles Testimony before the
House Assessment and Taxation Committee

February 20, 1986

Thank you, Mr. Chairman. Members of the committee, my name is Kay Coles and I'm here
today representing the 22,000 members of Kansas-NEA. I appreciate this opportunity to
speak in support of HB 2836.

Historically, Kansas-NEA has been an advocate of reducing the reliance on the property
tax as a means to finance our public schools. We support increasing the state share of
education funding to 50% and we support other proposals that would ease the property
taxpayers' load.

HB 2836 provides an attractive opportunity for voters to choose between property taxes
and an individual income tax to support their local schools. This bill also gives school
districts an alternative to raising property taxes year after year, which may make it more
palatable for them to use their full budget authority.

Kansas-NEA supports HB 2836 and we encourage you to report it favorably.

Thank you, Mr. Chairman. I'd be glad to answer any questions.

-__-
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Brotherhood of Locomotive Engineers
Ransas State Legislative Board

LEROQOY D. JONES DONALD E. DETWILER
Chairman 1st Vice Chairman
12601 W. 105th 1001 E. 6th Street
Overland Park, Kansas 66215 Pratt, Kansas 67124
(913) 492-4096 (316) 672-2551

JAMES R. DAME LEO M. SRUBAS
2nd Vice Chairman Secretary-Treasurer
466 W. 7th Street 5005 Georgia
Hoisington, Kansas 67544 Kansas City, Kansas 66104
(316) 653-7524 (913) 287-8280

OPPOSITION TO THE PASSAGE OF HOUSE BILL 2836

I AM LEROY JONES, CHAIRMAN OF THE KANSAS LEGISLATIVE BOARD FOR THE
BROTHERHOOD OF LOCOMOTIVE ENGINEERS. I AM HERE TODAY IN OPPOSITION TO
HB 2836, AN ACT THAT WOULD AUTHORIZE THE LEVY OF INDIVIDUAL TAX BY

SCHOOL DISTRICTS.

OUR POSITION IS THAT SCHOOL DISTRICTS SHOULD BE FUNDED BY PROPERTY TAX.
WE OPPOSE ANY GOVERNMENTAL BODY, OTHER THAN THE STATE, TO IMPOSE AN

INCOME TAX ON INDIVIDUALS. -

WE FEEL THAT THIS BILL WOULD BE ANOTHER TAX BURDEN ON THE WORKING MEN
AND WOMEN IN OUR STATE. WE FEEL THAT THIS PROPOSAL IS JUST ANOTHER

TAX BRAKE FOR BUSINESS AT THE COST OF INDIVIDUAL CITIZENS.

THANK YOU FOR THE OPPORTUNITY TO APPEAR BEFORE YOUR COMMITTEE.

TESTIMONY OF LEROY D. JONES
CHAIRMAN

KANSAS LEGISLATIVE BOARD
BROTHERHOOD OF LOCOMOTIVE ENGINEERS
FEBRUARY 20, 1986

2-20-
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DENNIS M. SHOCKLEY 1986 Kansas Legisiature
Federal and State Affairs

VE #3:

CITY OF KANSAS CITY, KANSAS
City Hall-One Civic Plaza I——

Kansas City, Kansas 66101 5 . s
- - ~wear 1nCOme or earnings tax subject to
a vote 0T the people in the jurisdiction levying the tax.

OVERVIEW:

The City of Kansas City, Kansas and the League of Kansas Municipalities
have supported the local option earnings tax concept for several years
as an alternative to an over-reliance on the property tax. The City of
Kansas City, Kansas has contended for some time that due to fundamental
changes in the American economy as well as other factors, ownership of
property is no longer a valid measure of the ability to pay taxes. A
tax based directly on income or earnings is a much fairer tax because,
under such a tax, no payment is due unless the taxpayer actually
received income during the taxable period. The City of Kansas City,
Kansas believes that an earnings tax, if approved by voters and levied,
would provide a more equitable tax mix for local units of government in
Kansas. A local option earnings tax may be an idea whose time has come,
given cuts in federal revenue sharing and other federal grants-in-aid.
Also, implementation of an increase in the state sales tax rate would
practically and politically preempt the levying or increasing of local
sales tax.

The local option earnings tax is not a new idea. Several states allow
it and, in fact, Kansas allowed cities to have the tax between 1970 and
1972, although during that period no city opted for it (1970 Session
Laws of Kansas, Ch. 402, Sec. 18; KSA 79-4427, repealed 1972 Session
Laws, Ch. 380, Sec. 15, April 11).

Kansas City, Kansas and other Kansas cities in our metropolitan area
have a unique tax situation. Currently 23% of our city's workers pay a
1% earnings tax to Kansas City, Missouri where they earn their income.
Kansas City, Missouri has had an earnings tax since 1964 and a 1%
earnings tax since 1972, Of persons employed in Kansas City, Kansas,
53% live outside Kansas City, Kansas. We feel a fairer tax situation
would be created if Kansas City, Kansas had an earnings tax. That is
why we support legislation to allow our citizens the opportunity to
vote on how they are taxed.

COMMENTS:
Introduce bill.

See Appendix "A" for 1970 legislation. ;
See Appendix "B" for employment figures, workplace and residence.
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Appendix "A"

Ch. 48] FAXATION 1081

exoess of that permitted under the tons of this aot, ths county
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TABLE 1

Appendix

KANSAS CITY, KANSAS RESIDENTS, WORKERS 16 AND OVER,

BY PLACE OF

Workplace

Kansas City, Kansas
Remainder Wyandotte County
Johnson County

Kansas City, Missouri
Remainder Jackson County
Remainder Platte County
Remainder Clay County
Cass County

Ray County

Qutside SMSA

Workplace not reported

Total

WORK (1980 U.S. CENSUS)

# of ¥orkers

34,678
1,111
7,538

13,516

573
178
835

36

4

710
6,446
65,725

TABLE 2

% of Total

58.5
1.9
12.7
22.8
1.0
0.3
1.6
0.1
0.0
1.2

100.0

EMPLOYED PERSONS IN KANSAS CITY, KANSAS, WORKERS 16 AND OVER,
BY PLACE OF RESIDENCE (1980 U.S. CENSUS)

Residence

Kansas City, Kansas
Qutside Kansas City, Kansas
Remainder Wyandotte County
Johnson County

Kansas City, Missouri
Remainder Jackson County
Remainder Platte County
Remainder Clay County

Cass County

Ray County

OQutside SMSA

Total

# of Yorkers
34,678
38,359

1,450
13,358
10,797

4,704

850
1,799
381
261
4,749
73,037

-28-

¢ of Total

47.5
52.5
2.0
18.3
14.8
6.4
1.2
2.5
0.5
0.3
6.5
100.0
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CITY OF KANESAS CITY, KANSAS

INFORMATION AND RESEARCH DEPARTMENT
701 NORTH 77TH STREET XANSAS CITY. KANSAS 86101
(813) 873-%1580

MEMORANDUM
T0: Dennis Shockley, Legislative Specialist
FROM: Lew Levin, Research Director 7{?,:f;;:;,,_

SUBJECT: Earnings Tax Revenue Estimate

DATE: January 23, 1986

This memorandum is in response to your request to estimate the
amount of annual revenue Kansas City, Kansas would receive if the City
enacted a one-percent earnings tax. In developing the estimate, it was
assumed that the tax would be levied upon: the earnings of persons
employed in Kansas City, Kansas; the earnings of Kansas City, Kansas
residents employed outside of Kansas City, Kansas; and the net profits
of businesses and corporations located within Kansas City, Kansas.
Kansas City, Kansas residents employed in Kansas City, Missouri would
receive a tax credit for the amount of earnings tax paid to Kansas
City, Missouri.

It is estimatedl that Kansas City, Kansas would have received
$18,491,000 in 1985, from a one-percent earnings tax2. The attached
table presents a distribution of the tax liability by type of taxpayer
and residence of the taxpayer. The table indicates that Kansas City,
Kansas residents will pay approximately 38.4 percent of the earnings tax.

1A number of data sources were used in preparing the revenue estimate.
The primary data sources included: (1) total wages for Wyandotte County
workers (July 1984 thru June 1985)- Kansas Department of Human Resources;
(2) adjusted gross income of Wyandotte County residents, 1983- Kansas
Department of Revenue; (3) net taxable income of Kansas Corporations
and Financial Institutions, 1983- Kansas Department of Revenue; (4)
journey to work data for the Kansas City metropolitan area- 1980
U.S. Census: and (5) 1983 Kansas County Business Patterns- U.S. Bureau
of the Census.

2The earnings tax revenue estimate includes a three-percent deduction of
withholdings by employers, and an estimated two-percent non-collection
rate.




TABLE 1

ESTIMATED EARNINGS TAX LIABILITY BY
TAXPAYER RESIDENCE AND TYPE

Taxpayer Est. Tax Liability % of Total
(A) Individuals by Residence
(1) KCK residents employed $6,308,000 32.6
within KCK
(2) KCK residents employed $1,124,000 5.8
outside KCK
(3) Other Wyandotte County $ 263,000 1.4
residents
(4) Johnson County residents $3,441,000 17.8
(5) KCMO residents $2,750,000 14,2
(6) Other residents within $2,040,000 10.5
the KC metropolitan area
(7) Residents outside the $1,366,000 7.1
KC metropolitan area
(B) Corporations and Financial $2,060,000 10.6
Institutions
(C) Tetal $19,352,000* 100.0

* Employer withholdings and non-collections are estimated to reduce the
actual revenue receipts to $18,491,000.
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Mr. Chairman and members of the Committee, thank you for the opportunity
to appear before you today on House Bill No. 2836. I am Ron E. Calbert, Director,
Kansas State Legislative Board, UNITED TRANSPORTATION UNION. I am authorized
to speak for our some séven thousand (7,000) active and retired members and their
families th reside in Kansas.

For several reasons, Mr. Chairman, we rise in opposition to H.B. 2836, which
proposes authority for boards of education to levy a surtax upon the state income
tax liability of residents of a school district.

Perhaps I've missed a "loophole," but H.B. 2836 seems to contravene the Kansas

Constitution; Article 6, Section 6, Sub-Section (b) provides:

“The Tlegislature shall make suitable provision for finance

of the educational interests of the state."

And, Article 11, Section 2, provides:

"The state shall have power to levy and collect taxes on incomes

from whatever source derived which taxes may be graduated

and progressive."

Moreover, in Article 12, Section 5 I read numerous "home rule" provisions

for authority to levy taxes by "cities" but none for "boards of education.”

I have heard estimates that over half of Kansas' agricultural investment
land is owned by non-residents. Yet, you have heard proponents of H.B. 2836 praise
it as an "alternative revenue source" and as "property tax relief." Non-residents
cannot be taxed on their income so over half the district's income wealth would
escape taxation. My questions are: "Whose alternative?" and "Whose property
tax?" The taxpayers I represent only have one "pocketbook" and they do not have

Schedule "F" to write off their expense!



Department of Revenue officials will apprise the Committee of the numerous
administrative problems should H.B. 2836 be enacted. While they are before you
it would be helpful if the Committee heard some statistics as to just how many
Kansas residents with high gross or adjusted gross income on federal form 1040
arrive at the bottom line on Kansas form K 40 with "zero" state income tax liabil-
ity. A surtax of ten percent (or more) of "zero" income tax liability is "zero."
But to the average wage earner with a $500.00 Kansas tax liability, it's another
$50.00 or more!

The federal tax code has squeezed out the average payday-to-payday wage earner
and forced him to standard deductions and short form 1040. He's already lost
the gasoline and medical expense deductions and interest and insurance deductions
are in jeopardy. He has had an increase in his Social Security and Railroad Retire-
ment tax. Meanwhile, he looks at all the wonderful tax benefits enacted by the
' 97th Congress such as the $2,000 exemption if he had $16,000 to invest in All-Savers
and the $2,000 to $4,000 adjustment if he could afford to invest in an Individual
Retirement Account. Finally, he looks at the record and discovers that he pays
more federal and state income tax than the Boeing Corporation, Dow Chemical Company,
and Westinghouse Electric Corporation! Mr. Chairman, and members of the Committee,
I suggest that if Kansas must have increased general revenue, there are more equit-
able vehicles than the federal income tax.

Money collected from H.B. 2836 1is supposed to go for property tax relief.
I quote from H.B. 2836, Section 6 (c): "The tax levy of each school district
upon taxable tangible property 1o§ated within such district shall be reduced by
an amount equivalent to the amount of revenue distributed to the school district
pursuant to this section." However, corporations, insurance companies, banks,

and savings and loan associations are not being taxed, while they enjoy the same

property tax reduction!



Why not repeal the retail sales tax on food for people and raise the rate
statewide to increase general revenue? Our Sales Tax Refund Act responds to the
needs of low income taxpayers. Certainly we have an excellent Homestead Tax Refund
Act to benefit those taxpayers who are truly hurt by property taxes.

The tax incidence in Kansas impacts squarely on the middle-income taxpayer
who pays the highest ratio of taxation to income. I urge you to reject the proposi-
tion of H.B. 2836.

I will add a quote from my good friend, Bryan Whitehead, whom I am sure you
all miss:

"We have all heard the line from a popular western song: "This

gun don't care who it shoots." I close by suggesting a para-

phrase: "These tax shifts don't care who they shaft!"

' appreciate the opportunity to express my views on this most important and

controversial subject. I will now attempt to respondAto any questions which you

may have.





