Approved February 24, 1986
Date
MINUTES OF THE __Senate COMMITTEE ON Assessment and Taxation
The meeting was called to order by Senator Fred A. Kerr at
Chairperson

11:00 am.oxx on Thursday, February 20 1986in room _219=S  of the Capitol.
All members were present &Z&pt:
Committee staff present:
Tom Severn, Research Department
Melinda Hanson, Research Department
Don Hayward, Revisor's Office
LaVonne Mumert, Secretary to the Committee
Conferees appearing before the committee:
Harley Duncan, Department of Revenue
Gary Rhodus, AT&T -
Janet Robinson, MCI Telecommunications o

Kurt Furst, GTE Sprint :
David Litwin, Kansas Chamber of Commerce and Industry

Ron E. Calbert, United Transportation Union

Mary E. Turkington, Kansas Motor Carriers Association

Margaret Bearse, League of Women Voters

Frances Kastner, Kansas Food Dealers Association

Charles Nicolay, Kansas 0il Marketers

S.B. 575 ~ Sales tax on long distance services

Harley Duncan explained that the bill would amend the retail sales tax act
to include those interstate long distance telephone calls that originate
from and are billed to a telephone in Kansas. The fiscal note on the bill
is $4.5 million. Secretary Duncan estimates that approximately 69% of the
increase would be experienced by residential customers and the remaining
31% by business and commercial users.

Gary Rhodus testified in opposition to the bill (Attachments 1 and 2). He
gave several reasons for his opposition: businesses will be discouraged
from locating in Kansas, large customers may choose to "bypass" through
private networks, gquestions about how the bill would be interpreted, the
adverse impact of the bill would outweigh the amount of revenue generated,
the tax would extend to local jurisdictions and the bill would result in a
multiplying cost to consumers. Mr. Rhodus urged that the Committee take no
action before the completion of a study initiated by the Council of State
Planning Agencies.

Janet Robinson told the Committee that MCI Telecommunications opposes the
bill and concurs with the testimony presented by AT&T.

Kurt Furst spoke in opposition to the bill. He provided an illustration of
"Kansas Business Customer Concentrations" (Attachment 3). Mr. Furst feels
that the benefits of the bill will be far outweighed by the potential bypass
efforts of large users. He said that rural areas would be affected most by
bypassing. He pointed out that Kansas City users could simply change their
origination points to the Missouri side. Senator Burke asked when bypass
becomes economically feasible for a company. Mr. Furst estimated that
companies having costs of $100,000 or more yearly would probably consider
taking specific action to reduce those costs.

David Litwin said he neither opposes nor favors the bill (Attachment 4). He
discussed concerns that the bill would work in opposition to efforts to
encourage economic development.

S.B. 536 - Increase in sales and compensating use tax rates; increase in
sales tax refunds on food

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 _— Of .._2_.__



CONTINUATION SHEET

MINUTES OF THE __Senate COMMITTEE ON Assessment and Taxation

room _219-3 Statehouse, at _11:00  a.m./gxx on February 20 ‘ 1986

Ron E. Calbert testified that he supports the bill provided that food
purchased at a grocery store for human consumption be exempt (Attachment 5).

Mary E. Turkington urged that S.B. 536 be passed (Attachment 6). She dis-
cussed the plight of the motor carrier industry and recent increases in
operating costs.

Margaret Bearse testified in support of the bill (Attachment 7).

Frances Kastner spoke in favor of S.B. 536 (Attachment 8). She urged that
an administrative allowance of 3% up to a maximum of $100 per month be
allowed. Ms. Kastner provided data on how much is spent on actual food
items by various food plans and family sizes.

Charles Nicolay testified in favor of the bill (Attachment 9).

Testimony of Bev Bradley, Kansas Association of Counties, urging that
counties be provided with funds necessary for the implementation of
reappraisal was distributed (Attachment 10).

Senator Karr moved that the minutes of the February 19 meeting and the
February 17 joint meeting with the Senate Education Committee be approved.
Senator Mulich seconded the motion, and the motion carried.

Meeting adjourned.
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REFCORE THE
KANSAS SENATE COMMITTEE ON

ASSESSMENT AND TAXATION

REGARDING

SENATE BRILL 575

FEBRUARY 20, 1986

AT&T DISTRICT MANAGER -— TAX LEGISLATION

Attachment 1
Senate Tax - 2/20/86



MR. CHAIPMAN AND DISTINGUISHEER MEMRERS OF THE COMMITTEE:

MY NAME IS GARY RHCDUS AND I AM DISTRICT MANAGER OF TAX
LEGISLATION FCR ATE&T. I ar A CGRADUATE OF KANSAS STATE UNIVERSTITY
WITH A BACHELCR OF SCIENCE DEGREL IM RUSTMESS ADMINISTRATIOM. I

HAVE BEEN IN THE TELECOMMUNICATICHS RUSIIESS FCPR 18 YEARS, 6 OF

[
\)\l

VHICH HAVE BEEN PIRECTLY INVCOLVEDR wWITH TAX NMATTERS.

CERTIFIED SALES TAX MEMRBER OF THE INSTITUTD OF PROPERTY TAX.

I AM HERE TODAY TC EXPRESS MY COMFPANY'S OQPPRPOCSITION TGO SENA

BILL 575 WHRICH DXTENDS THE KANGAS STATL SALES TAX TC INTERSTATE

3
[6p]
™

TELEPHCHNE SERVICES. PLEASE UNDERSTAND fROHM THE QUTSTT TUAT ATST
FAS NO PARTICULAR AXE TQ GRIND IN THAT T PROPOSFED CRHANGE TMVOLVES
A TAX OM ATE&T'S CUSTOMERS, HOT ON ATET. NEVERTHELDSS, I COMHE

BRFORF  YOU TODAY TC  EXPRESS  ATsT'S CONCEPH  WITH  DOTH  THE

DISCRIMINATORY AND ECCHOMIC RAMIFICATIONS OF SR 575.

in

It THTIS BILL, MNUMEIROUS DISCRIMINATICH ISSUFRS ADRTISIE, roP

Sk 575 WOULD

it
[
[
e

INSTANCE, VHAT IS “TELEPHCNE SCRVICE" TODAY? bt
EXTEND THE SALES TAX TC INTERSTATE "TELREPHCHE SERVICE™ IT DOLES NCT
DEFIUE WHEAT IT MEANS BY "TELEPRONE SERVICE." 18 IT THE SAME AS
TELECOMMUMNICATION SERVICE? DOES THIS RILL INTEND TO TAX DATA
TRANSMISSICON SBERVICES THAT USE IDENTICAL AND IN SOME CASES THE SAME
FACILITIES AS THOSE USED FOR TRADITIONAL TFTEPBONE CALLS?  WHO UWILL
BE TAXED UNDER THIS BILL? HOTELS, MOTELS, RESELLERS, SMART

BUILDING OPERATORS, TRADITIONAIL TELEPHCNE COMPAMIES, INTEREXCHANGE

CARRIERS? WHAT WILL BE TAXED? TRADITIOMAL MESSAGE TELEPHCNE



SEPVICE, WATS, PRIVATE LINE, CELLULAR PRADIC, RREPFRS, CARLE TV

COMPANIES, FACSIMILE SERVICES, ELFCTRONIC MAIL?

THE RCTTOM LINE IS THAT TAXING TRLECOMMUNICATIGCHS SERVICES
TCRAY 18 MUCH MORE COMPLEX THAN IT WAS A FLEUW SHORT YEARS AGO. THE
TYFES OF ISSUES THAT WILL ARISE FRCOM SR 575 TRAUSCEND ToR ISSUES
GBEnERALLY  ASSOCIATED  GITEH TAXIIG INTERSTATE  SERVICES, AND SO
DIRECTLY TC THUE VFRY HEART CF UHAT IS AND UWHO PROVIDRES TRLEPHONE
SEoVICE TCRAY. HOWEVER, AS POTENTIALLY SERICHS AS THESE
BISCRININATCRY ISSUES ARE, THERE ARE ALSC VALIR RCCHONMIC ALD
BUSINESS REASONS FCR NCT ADROPTING SEB 575. SOoME OF THE MORE

IMPORTANT REASCOHNS ARE:

* THE IMPACT THIS RILL WILL HAVE OM Tl RUSTMESES CLIMATE IN
KANSAS, PARTICULARLY AS TC HOW IT IMPACTS HICH-TECH
BUSTMESSES.

* THE TIHMPACT THIS RILL WITIL HAVE ON THEF PRCAL AN PRESENT

THREAT OF BYPASS AND THE FLCU THROUGH EFFRCT CMN LOCAL

* THE POTENTIAL REVENUE GATN FCOR TREE STATE V&. ThHi BCOMOM
RISK OF IMPCSING THE TAX.

* THE ADDITIOMATL ADMINISTRATIVE PRCELREMS CREATED FOR THGCSI
OF US WHO COLLECT AND REMIT THE TAX, AS VFELL AS FCR THE
STATE ITSELF, IN THAT LOCALITIES UNDER CUPRENT KAMNSAS LAUW
VILL ALSC RBE ABLE TC IMPOSE THE TAX.

* THE FLOV THROUGH EFFRCT THIS TYPE OF TAX HAS ON THE
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CITIZENS OF THE STATLE OF KANSAS.

LCOKING FIRST AT THE IMPACT THIS RILL WILL HAVE OGN TEE STATE
OF KAKSAS' BUSIMNESS CLIMATE, OHF MUST COHSINER THE IMPACT THIS TYPE
OF TA¥X WILL HAVE ON THE DBECISICONS OF RUSINESSEHS CCOMSIDERING
LOCATING Tl THL STATE. TN A FECENT STUDY COMMISSICMED RY THR TWIN
CITIES METROFOLITAN CCUNCIL IN MINNEAPOLIS, MINNESCTA, IT UWAS
REPCRTLE THAT ang OF THI RUSTHESSES SURVEYLD SATD
TCLECONMMUMNICATICNS AVAILARILITY WAS A MAJOR FACTCOR IIN MAKING SITE
DLCISICHS. T SUsNMIT THAT THESEH RUSINESSDES, ORVIORELY RIDING HEAVY
USERS QOF TELBCOMMUNICATIONS SRRVICES, WQULD BR QUICK TO POINT OUT
THESE SERVICES MUST ALSO BE AFFGRIDARLE. IF I PAVIE TC PARY A 2% OFR

MORE PRgMIUM QN MY HTEPSTATE TELECOMHIUMNICATION USE IN KANGAS

rt

VIS-A-VIE PNEBRASKA, MISSCURI OR  AMNY MNUMRER OF OTHER BMIDWESTERN
STATES, I MIGHT RE INCLINEDRD TO LOCATE MY BUSINESS OUTSIDE OF

7 hiai o
KANSAS .

THE BUSINESS . IMPACT QF EXTFNDING A TAX TO INMTERSTATE SERVICHES
SHOULD NOT BE CONSIPERED LIGHTLY. THEREZ IS NC QUESTICM THAT UE ARE
IM THE INFORMATION AGE. MOST RUSINESSES, ROTH LARCE AND SMALL, USE
Al EXTRAORDINARILY LARGE AMCUNT OF “TELRECCHMMUNICATIONS SERVICESY IH
ORIGINATINC, MOVINC AND RECRIVING INFORMATICN. TERESFE  SERVICHS
INCLUDRE NOT OMLY TRADITIONAL TOLL SERVICES, BUT IN TORAY'S WORLD
ALSGC  INCLUDE  DRATA CR  CCMPUTEP  STRVICES, FACSIMTLE  SERVICES,
ENHANCED MAIL SERVICES, VIDEQ SERVICES AND MANY OTHERS. THE
COHEIHEd RILLING FOR TEESLC SERVICES CAN NdN INTC TIHULKDREDRS OF

THOUSANDS OF DOLLARS FOR MANY RUSINESSES. A COMPANY HAVING THE




CPPORTUNITY AND CHOICE OF VWHERE TC LGCATE, ESPECIALLY IF THEY ARE A
LARGE USER OF "COMMUNICATICNS SERVICES", IS LIKELY TC SELECT A

LOCATITY THAT NOES NCOT TAX ONE CF ITS LARGEST COST COMPCNENTS.

THE SECOND AREA OF CONCEHRMN IS A NATURAL FCLLOU-UP TO THE
FIRST. THAT IS, THE PBPCTENTIAL IMPACT THAT A TAX OM INTERSTATE, OP
THMTRAGSTATE TELECONMMUNICATIONS SERVICES I'CP THAT MATTER, CAIl IAVE OR
THi PREAT. AND PRESENT TUHRPAT QF RYPASS, TEE FLOPIDA PURLIC SERVICE
COMMISSICN STATED Il ITS ACCESS RLEPORT ISSUSER I AUGUST QF 1904:
"UTTH THE  EMERCEICE OF COMPETITIOCH I THE  TELECOMIUMNMICATIONS
IRTUSTRY, TUHE CURRENT REVEMNUES CF LOCAL EXCDAMGE CCOMPANIES (LECS)
ARE BEING THEREATENED RY SEVERAT FACTORES. OME GF THESE IS RYPASS.®
HY IS THIS IMPORTANT TC KANSAS? A5 IMt THE CASE OF BUSINESSLES
LCOKTING TC LCCATE CP IDLOCATE, DUSINESSES ALREANRY LOCATEDR IN KAUSAS
MAY BE FORCED TO CCHSIDER ALTERNATIVE METHCDS CF INFCORMATION
MOVEMENT AND MANAGEMERT. CIVEN THAT A PRUSINESS ALREADY LOCATED TN
KANSAS MIGHT KOT BE INCLIMNED TC MOVE COUT CF THE S7TATE, IT MIGHT
NEVERTHRELESS CEQCSE TO EMPARK UPOM THE TORCHMNOLGGICALLY FEASIRLE AND

ECOLCHMICALLY JUSTIFIABLE  BYPASS OF  TRADITIONAL  COMMUMNICATIONS

v}

SERVICES. IF THIIY DO, THEN CORCE AGAIN GMALL PRUSINESSES AN

RESIDENTIAL USLRS WIC CANNOT FCCONONMICALLY JUSTIFY RYPASS WILL BE

M

F

LEFT TO BEAR A LARGER AND LARCER SHARE OF LOCAL REXCHANGE SERVI

COSTS.

I® ITS SUMMARY, THE FLORIDA PURLIC SERVICR COMMISSICN STUDY
STATES: "WHILE LOT ALL THE ASSUMPTIONS USED HERE APPLY EQUALLY TOC

ALL CUSTCMERS, IT SHCULD BE OF CONCERMN TO COMPANIES AND REGULATORS



ALIKE THAT A RELATIVELY SMALL NUMBLCR OF CUSTOMERS CAN HAVE A
DISPROPORTICNATELY LARGE IMPACT OMN REVENUE, SHOULD BYPASS BE
UNDERTAKEN.™ AT AT&T, WE ESTIMATE THAT 20% CF CUR CUSTOMERS
GENERATE 80% OF OUR REVENUES. SHOULDR EVEN A SHALL PERCEWTAGE OF
THOSE CUSTOMERS LEAVE THE MNETUCORK, THE REVEMNUE TMPACT VCULD BE

CUITE SEVERID.

ACCOFDINGLY, BYPASS IS NOT CHNLY A SERIQUS THROAT UOQE THE LCCAL
LXCHANGE COMPANIES, TDE INTEREXCHANGE CARRIERS SuCH AS ATeT, HII,
SPRINT, AND OTUEZRS, IT IS ATSO A SERIQUS THREAT TC THIN TAM BASE CF
A JURISDICIICH. OMNCE AGAIN, THg FLCORIDA PS REPCRT COMCLUDED:
TORCE A SYSTER IS ESTARLISEED FOP ONf PRRPOSE, THE THCRINIENTAL
COSTS OF EXPANDING IT MAY BE HNOMINAL." TQ FURTHEER EMPHASIZU THIS
POINT, I REFER YCQU TO A MORE  RECENT  CGREGON  PORLIC  UTILITY
COMMISSION ORDER AUTHORIZING INCRFEASED RATES FOR LOCAL TELEPHONE
COMPANIES ANMD DECREASED FATES FOR ITMTRASTATE TCLL. I THAT ORDRER,
COHHISSION?R MAUPRLIN STATED THAT LARGE USERS WITH THE CAPARILITY TO

SET UP THEIR CWN HNETWODRKS WOULR BE DRIVEMN TO PYPASS THP LOCATL

N

TELEPHCONE COMPANILS 1IF INTRASTATE RATES WERE MNOT REDUCED. Hi
FURTHER POINTER OUT THAT THE EFFECT OF BYPASS O THE LOCAL
TULEPROHE COMPANIES CCOULD BE PDISASTROUS. I supMIT TO YOCU THAT
INCREASED TAXES ARE PERCLIVED RY THE GENEPAL PURLIC AS MNOTHING MORE
THAN INCREASED RATES. THEIS MAY HAVE BREN ACCEPTABLE WHEN THOLRE
WERE MO QOTHER ALTERMNATIVRES TC IMFOPMATION MOVEMENT, BUT TODAY THERE

ARE ALTERMATIVES.

A THIRD AREA OF CONCERN IS VHETHEFR THE STATE HAS SUFFICIEMNTLY



CONSIDERED THE RELATIVELY INSIGHIFICAMT INCREASE IN REVEMUES THAT
THIS TAX WOULD GEMNERATE FOR THE STATE IMN COMPARISON TO ITS IMPACT
ol INDIVIPDUAL COMSUMERS. VHILE THE TAX WILL HAVE A PDIRRCT 3%
IMNPACT ON CONSUMERS IT WILL APPARENTLY GENERATE A RELATIVELY SMALL
AMOQUNT OF ARDITICMNAL PEVEMURES FOR THE STATE. I LIcRT CF THE

PRECEDING COMMEMNTS A QUESTICH NMUST RE ASKED —~- IS THE POTUNTITAL

REVENUE GAIN WORTH THE RISE?

THE POURTH AREA OF CCOMCERN IS THAT, ULDER CURMENT KANSAS T.AU,
THE IMPACT CF THIS TAX WILL NOT RE LIMITEE: TC THEHE STATED T.HVEL RBUT

ITS UTLL NOGT OHLY ADD TO

—

WILL ALSO PFPXTEND TO LOCAL JURISDICTIOMNG. T
THE DECONCMIC IMPACT OF THIS RILL BUT 17T WILL ALSC CPLATE SERICUS
ADHINIS?RATIVE PROPLEMS AND ADDITICMNAL CCSTS FCOR  THE COLLECTINC
COMPANIES. IT WCULD APPEAR THAT THE STATE ITSELE WILL INCUR
ADDITICIAL CCSTS IN THAT THE STATE ADMINISTERS THE LOCAL TAX.
WHILE BOTH AT&T AND THE STATE ARE CURREMNTLY SET UP TO HAWHDRLE LOCAL
TAXES THERE IS MO ASSUPANCE THAT THIS TAX UILL BB HONIVERSALTY
ARCPTLED, OR REJECTED, AND AS A PESULT, ANOTHULR LAYER OF RECORD

REEPING, LDIGTRIPUTION AND AUDIT PRORLEMS LILL RE CRRATEDR FOR BOTH

TEE COINMPANY AND THE STATE.

OUR FINAL CONCERMN HAS TO DO UITH THE FLOW THROUGH BEFPFECT A TAX
OF THIS MNATOURE WILL HAVE OM THE CITIZENS OF KANSAS. IT IS HARD TC
IMAGINE A SERVICE THAT IS HOFE TINTEGRALTY INVOLVEDR IM PECPLES'
LIVES THAN TELECOHM&UNICATIONS. THIS TAX WILL KCT ONLY ADD A NEW
COST DIRECTLY TC THE COMSUMER, BUT IT WILI. ALSC RESULT IN A

MULTIPLYING FLOW THROUGH EFFECT 1IN THE COST OF VIRTUALLY HEVERY
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PRODUCT AND SERVICE PURCHASED FPRPOIM VENDCRS I1M KANSAS.

TC THE DRECGREE THAT EXTEMNSICHN OF THE SALES TaAX TC INTERSTATH
SEPVICES WILL BRING ADRITIONAL PRESSUFE TC PEAR ON THE CCST OF
TELECOMMUNICATION SERVICES, THL TAXING OF INTERSTATL SERVICE WILL
BE WORKING AGAINST TEHE GCAL OF MAINTAINING AFFCRDARLE, CULRIVERSAL
TELEPHONE SERVICE. IT WILL ALSQO BL WORKIRG ACAINST ATET'S EPFFCGRTS
TC PRINCG THE BRULCFITS G CCOMPETITICN TG THE TGCGLL USER. THIS IS
CSPECIALLY SIGNIFICANT IN A STATE LIKE KANSAS UHICH IS UORKIMG BARDR

TO EXPAND ITS DCOHOMIC RASE.

THEIREPORE, IN LICHT OF THE SIGHIFICAM I¥PACT THIS TAX UILL
HAVE ON THE CITIZERS AKD RUSINESSES OF TEE STATE OF KAMSAS, AND IN
VIEW OF THE QUESTICHARLE BENFFITS TC RE RECLIVEDR RY THE STATE, ATE

AL

RESPECTRULLY URGES THE KANSAS LEGISLATURE TO ROJECT THE EXTEMSION

N

OF THE KANSAS SALFS TAY TOQ INTERSTATE TELOPHONE SPERVICES. AT THE

St

VERY LEAST, THIS BILL SHCGULE BE TARLED OR WITHDRAWN PENDIMG A

b
-7

COMPLETE STULLY OF THE TELECOMMUNICATICNS INDUSTRY THE REWLY

CoOMPETITIVE HARKETPLACE; ANb MTIL THE RILL'S FULL IMPACT ON TuR

RESIDENTS AMD BUSINMNESSEHES OF KANSAS CAN BE MBAGURED.

IN CLOSING, I RBRRING TC YOUR ATTENTICK THAT GOVERNOR KERREY CF
NEBRASKA HAS VOLUNTEERED TO RE THE LIAD GOVERNOP FOR TRE COUNCIL CF
STATE PLANNING AGENCIES' 1986 TELECOMMUNICATIONS PRCJECT. THE
COUNLCIL IS AFFILIATER WITH THE NATIONAL GOVERNORS ASSOCIATION AND

HAS IDENTIFIED THE ISSULRS OF TELECOMMUNICATICONS TO RE ITS 1986

-7
<l

STuhY ISSUE. GOVEERNQOR KERPEY HAS EXPRESSED AN INTEREST I

= T TR TR T
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TELECOMMUNICATIONS AND RELIEVES STRONGLY THAT STATES MUST GET
MOVING TC PREPARE FCR THE CHAMNGING SOCIAL AND ECONCOMIC STRUCTURLE
EMERGIMNC FROM THE IMPORIATICH ACGE. THE FINAL CONCLUSIONS CF THIS
STURY ARE TC RE PNISTRIBUTEDR TG THE CGOVERNORS OF ALL FIFTY STATES.
COMNSIDERING THE PCTENTIAL PAMIFICATION OF &R 575, T7T WCOULD SEER

PRUDENT TCO AWAIT THE CQUTCOMNME OF THE CCOUNCIL'S STUDRY.

IF YOU HAVE ANY CUESTIONS, T UWILL BE HBAPPY TC TRY AND AMNSUDNR
THEM. ACGAIM THANK YOU FOR THE CPPCRTUNITY TC LXFRESS MY COMPANY'S

VIEWES REPCRE YOUR COMMITTEE.



KANSAS SEMNATE BILL 575
AT&T's POSITICN
FEBRUARY 20, 1986

WHAT THE BILL DOES:

This bill extends Kansas' 3% retailers' sales tax on long
distance service to interstate calls. This bill impacts all
customers by imposing the sales tax and a local option sales tax on
an interstate telephone call. Additionally, any local option sales
tax could he assessed to these interstate charges.

AT&T's POSITION:

We oppose SP 575. It will dimpose an unfair tax on our
interstate long distance customers. This bill will add an
additional tax burden on competitive long distance services. Here
are some reasons Ffor our position:

1. This bill will seriously impact Kansas' communication
network by imposing a state tax on interstate long
distance service that is not taxed by most of the states
in the country. Businesses that use long distance
service will consider this interstate tax when making
their decisions to move to Kansas or another state.

2. Increasing the tax burden on interstate calls will
increase the probability that large business customers
will "bypass" the long distance network through private
networks, thus avoiding the tax altogether.

3. This bill may discriminate against AT&T Communications
since the definition of "telephone service" may not be
broad enough to cover all providers of interstate
telecommunications services.

4. This bill will generate a relatively small amount of
revenue for the state in comparison to its direct
adverse impact on individual consumers.

5. Under current Kansas law, the impact of this tax will
not be limited to the state level but will also extend
to local jurisdictions.

6. This bill will not only add a new direct cost to the
consumer, but it will also result in increasing the cost
of virtually every product and service purchased from
vendors in Kansas.

Attachment 2
Senate Tax - 2/20/86
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LEGISLATIVE
TESTIMONY

Kansas Chamber of Commerce and Industry

500 First National Tower One Townsite Plaza Topeka, KS 66603-3460 (913) 357-6321 A consolidation of the
Kansas State Chamber
of Commerce,
Associated Industries
of Kansas,

Kansas Retail Council

SB 575 February 20, 1986

KANSAS CHAMBER OF COMMERCE AND INDUSTRY
Testimony Before the
Senate Assessment and Taxation -Committee
by

David Litwin
Director of Taxation

Mr. Chairman, members of the committee. My name is David Litwin, representing

KCCI.. Thank you for the chance to .comment. on.SB 575.

The Kansas Chamber of Commerce and Industry (KCCI) is a statewide organization
dedicated to the promotion of. economic growth and job creation within Kansas, and
to the protection and.support of the. private competitive enterprise system.

KCCI is comprised of more than 3,000 businesses which includes 200 local and re-
gional chambers of commerce and trade organizations which represent over 161,000
business men and women. The organization represents both Targe and small employers
in Kansas, with 55% of KCCI's members having less than 25 .employees, and 86% having
Tess than 100 employees. KCCI receives no government funding.

The KCCI Board of Directors establishes policies through the work of hundreds of
the organization's members who make up its various committees. These policies are
the guiding principles of the organization and translate into views such as those
expressed here.

KCCI's Board of Directors has not had occasion to address the precise issue
presented by this bill, and I am not here today to testify in favor of or in

opposition to its passage.

Attachment 4
Senate Tax - 2/20/86



Rather, I would like to emphasize a consideration that I think this committee
should factor into its deliberations on this bill. Kansas is in the early stages of
gearing up as never before in an effort to nurture our existing business base and
attract new investment. We are concerned that SB 575 would work at cross-purposes

with this overriding need.

I am informed that only five states presently tax interstate phone service, and
only one - Oklahoma - is in this region. Kansas would be the sixth such state if SB

575 is enacted.

Thus to enact this bill would be to send out a signal that would conflict with our
effort.to create a highly competitive business atmosphere. Its most obvious potential
impact would be to discourage businesses that make intensive use of interestate
telephone service from locating or expanding here.  Indeed, while the approximately $5
million in new revenue that I understand this bill could produce is not insignificant,
it's still quite small when compared with the state's operating budget. If this bill
caused just one telephone-intensive substantial business to not come here or to
relocate, the damage to the state's economy and loss of other tax revenue, especially
sales and income, would probably more than offset the benefit of the additional sales

tax revenue that the bill would generate.

More generally, well over half of the dollar volume of interstate phone sales is
business-related. Thus this bill would add measurably to the cost of doing business
in Kansas, as compared to most other states, for thousands of businesses that are

already here.

We urge the committee to take these factors into consideration when it takes
action on this bill. Thank you again for the chance to testify. I would be happy to

try to answer any questions.



_ united
S [ransportation

DIRECTOR/CHAIRMAN

OAK STREET PLACE SUITE A

”lliﬂﬂ 130 EAST FIFTH STREET
PO. BOX 726
NEWTON, KANSAS 67114-0726
TELEPHONE (316) 283-8041

KANSAS STATE LEGISLATIVE BOARD

STATEMENT RE: SENATE BILL-NO.-536 -

Increasing the state sales tax and the refund of such taxes paid upon food.
PRESENTED TO: Senate Assessment and Taxation Committee

February 1986

Mr. Chairman, members of the Committee, thank you for the opportunity
to éppear before you today on Senate Bill 536. I am Ron Calbert, Director,
Kansas State Legislative Board, UNITED TRANSPORTATION UNION. I am authorized
to speak for our some seven thousand (7,000) active and retired members and
_their families who reside in Kanéas.

| Mr. Chairman, we believe there is a genuine need for some kind of an
incréase in revenue. For this reason, the Kansas State Legislative Board
supports the one cent sales tax increase, providing the Legislature exempt
food purchased at the grocery store for human consumption. _

May I suggest that you accept the fact that Both the rich and the poor
buy groceries, but there is no doubt that the low to middle income taxpayer
will reap the major benefit of sales tax relief. Mr. Chairman, is it too
much to ask that a state which exempt§ food for animals should do the same
for food for people? | |

I respectfully suggest that removing food from the retail sales tax is

both fair and uniformly equitable. Kansas would then have a new "vehicle"
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for revenue which exempts the necessfties of 1ife and taxes the luxuries. We
believe that the sales tax increase has more merit than the gasoline tax in-
crease, or deductions on state income taxes for the amount a Kansas resident
pays in federal income taxes. The Kansas State Legislative Board also believes
that the state sales tax increase is more compatible than the elimination
of state deductions for political contributions, along with deductions for
Social Security, self employment and railroad retirement contributions.

In conclusion, I most respectfully urge the Committee to perform the
necessary legislative surgery on S.B. 536 and give it life with a favorable

Committee report.

/) ottt

[ Ui X

RON E. CALBERT

Kansas State Legislative Director

UNITED TRANSPORTATION UNION



STATEMENT
By The
KANSAS MOTOR CARRIERS ASSOCIATION

Supporting adoption of an increase

in the state sales tax and re-affirm-
ing support for the highway funding
program adopted by the Legislature in
1983.

Presented to the Senate Assessment and
Taxation Committee, Senator Fred Kerr,
Chairman; Statehouse, Topeka, Monday,
February 17, 1986.

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

I am Mary E. Turkington, Executive Director of the Kansas
Motor Carriers Association with offices in Topeka. I appear
here today on behalf of the members of our Association and
the highway transportation industry to add our support to
Senate Bill 536 which proposes an increase in the state sales
tax.

No one enjoys supporting a tax increase. Such an increase
should be considered only if a demonstrated need exists for additional
revenue.

We believe the need is there and that a broad-based tax
that will produce revenues of the magnitude only a sales tax can

generate, is the tax this Legislature should consider.
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Sales Tax Testimony - Senate Assessment & Taxation Committee - page 2

Press reports indicate that the public strongly supports a
sales tax if a tax increase is to be considered. Governor John
Carlin has proposed the tax increase provided in Senate Bill 536.
The tax increase clearly is a recommendation of the Governor to
which the Legislature may respond.

The Kansas Motor Carriers Association recognizes the need
for increased funding for education, for economic development
programs, and for other vital services provided for citizens
of our state.

We believe in the legislative process which has and will
produce workable solutions to the problems of our state.

We fully understand that the Legislature is a body politic
and that political ramifications of issues always are involved
in working through problems large and small that confront Kansas
citizens. We respectfully suggest that those political consider-
ations be minimized when the future of our state literally is
involved.

We also ask your support for the highway funding concept
that at times painfully was structured and finally adopted by
the 1983 session of the Kansas Legislature.

An important component of that funding package was the
transfer of sales tax collections on the sale of vehicles from
the General Fund to the highway fund along with a substantial

increase in fuel taxes.



Sales Tax Testimony - Senate Assessment & Taxation Committee - page 3

The policy decision of the 1983 Legislature clearly identified
such sales tax collections on the sale of vehicles as a user tax.
There is indeed similar policy at the federal level through the
assessment of an excise tax on equipment which goes into the Highway
Trust Fund. That tax was increased substantially, incidentally, from
eight percent on the wholesale price of equipment to a 12 percent
tax on the retail price of such equipment in the Highway Revenue
Act of 1982.

I further would point out to the Committee, that our industry
has been assessed other substantial increases in federal taxes since
the 1983 highway funding package was adopted in Kansas.

The tax on diesel fuel was increased an additional 6 cents
per gallon effective August 1, 1984. Ouwners of diesel motor truck
vehicles now pay a 13-cent state tax (which includes a 2-cent
differential over the ll-cent-per-gallon tax on gasoline) and
pay a l5-cent per gallon federal tax on diesel fuel which includes
a 6-cent differential at the federal level for a combined total
tax of 28 cents per gallon.

The heavy vehicle use tax also was increased from a maximum
of $240 per vehicle to $550 per vehicle effective July 1, 1984.

Those tax increases combined with the crushing increases
our industry has experienced with insurance premiums has severely
impacted the financial hardship our industry already was experiencing

from the economic recession.



Sales Tax Testimony - Senate Assessment & Taxation Committee - page &

It may be of some interest to this Committee that the
number of trucking companies regulated by the Interstate Commerce
Commission has increased 69 percent (more than 30,000 today) in
four years, but tonnage has yet to return to the 1978 levels.

Net income for our industry has been below three percent
every year since 1978. Statistics for the first three months of
1985 show that 45 percent of the carriers operated in the red.
Truck taxes have nearly doubled in the past five years and our
insurance premium rates have increased between 200 and 600 percent.

Appropriately, the recent Caucus Program of the Kansas Chamber
of Commerce and Industry, addressed the state's aircraft industry
and the 35,000 jobs estimated to be involved with that industry's
production. There is a need for concern about this industry and
its economic contribution to Kansas and its people.

We Would remind this Committee and members of the Kansas
Legislature that the motor carrier industry provides directly
more than 70,000 jobs - twice that of the aircraft industry -
in this state. We call for recognition of the importance of
our transportation industry in any economic development program
for progress and ask that you consider the impact of any additional
fuel taxes on the ability of this industry literally to survive
as an essential employer and taxpayer.

We believe the components of the 1983 highway funding package
are fair and workable. We ask your continuing support for that
program and further ask that you consider the recommendation of
the Governor for an increase in the state sales tax as provided
in Senate Bill 536. We thank you for the opportunity to submit

these comments.

#te
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LEAGUE OF WOMEN/VQTERS ODF KANSAS

AN

Statement to the Senate Committee on Assessment and Taxation
In Support of BB 5%6

I am FHaragaret Bearse speaking for the League of Women Voters of kansas.
We support SB 536 for several reasons.

First, we believe there is a genuine need for increased revenue, and
if none is generated vital services and programs will be eroded,
particularly those for our most needy citizens.

Second, the League recognizes that the sales tax has many of the
characteristics of a good tax, such as stability and ease of
administration., and accept it as part of a broad-based tax system. It
is easy for taxpavers to understand and comply with, and raising
additional revenug requires only minimal adiustments.

Third., we endorse the expansion of the sales tax refund program.This
lessens the reqressive nature of the sales tax and targets the relief
to those who need it. This, theoretically, makes rebates a more
efficient method of lessening regressivity. The difficulty arises in
actually getting this reiief to eligible persons. In the past, 38%4 of
those eligible for this program applied. WNationwide, the percentage ot
eligible persons applying for an assistance program is S0%Z, so we have
some room for improvement. Ferhaps we need a more aggressive outreach
program to educate local social service agencies and private helping
organizations to help persons become aware of and apply for these
refunds.

In conclusion, because of the financial need, the positive
characteristics of the tax, and the inclusion of the retund program, we
urge yvou to report this bill favorable for passage.
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Kansas” Food Dealers’ Association, Inc.
2809 WEST 47th STREET

SHAWNEE MISSION, KANSAS 66205
PHONE: (913) 384-3838

February 17, 1986

SENATE ASSESSMENT & TAX COMM.

EXECUTIVE DIRECTOR
JIM SHEEHAN
Shawnee Mission

RE: SB 536

We appreciate the opportunity of apprearing
before you today to express the views of the Kansas
Food Dealers Association. Our membership consists
of retailers, wholesalers and distributors of food
products throughout the state.

As an Association, we do NOT have a position on
whether to raise the sales tax or not. We have asked
our individual members to contact their own legisla-
tors expressing their own views about the need for
additional taxes.

However, we have ALWAYS supported legislation to
provide true sales tax relief to those who need it
through the CREDIT OR REFUND METHOD. Insorfar as
that is addressed in this bill, we AGAIN SUPPORT IT.

Several of you have asked us how much 1is spent
on actual food items by various sizes of families.
The latest figures I have are attached and gquote data
submitted by the U. S. Department of Agriculture in
July of 1885.

They computed the costs for food at home for
four food plans -- thrifty, low-cost, moderate-cost,
and 1liberal. They did not, however, indicate the
income levels for those four plans.

We must assume that even by raising the
eligibility level from $10,000 to $13,000 as you do
in SB 536, the thrifty plan is the one most logical
to use in figuring how close SB 536 comes to compen-—
sating Kansans for sales tax spent on food items.
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I1f we figure $35 a week for food for a family of two, at the
age of 51 and over, with a 4% sales tax it figures out to $1.40 a
week, or $72.80 a year. Using 3% sales tax it would be $54.50.
I hope the chart will be helpful in figuring other familv groups,
and we will trust your wisdom at setting the amounts refundable.

When the accelerated sales tax bill first passed several
years ago, we asked for an Adminstrative Allowance. Of course,
with the economic straits experienced by the state, it was not in
the budget to permit any type of allowance for the extra
bookkeeping involved.

Since you are considering increasing the sales tax, we do
not believe this 1s an unreasonable request since all our
neighboring states already are providing some compensation.

Colorado allows 3 1/3%; Missouri allows 2%;
and Oklahoma and Nebraska each allow 3%.

As you are considering this bill, and the ones that would
put Kansas 1in compliance to exempt food stamp purchases from all
state and local sales tax, we would like to ask you to consider
the FREE SERVICE rendered by grocers and other retailers in
Kansas. The cost for administering this federal mandate is one
more cost for our grocers to have to absorb or pass along to
their customers.

We are asking you to help our Kansas businesses by permitting
them to keep 3% of the sales tax they collect EACH MONTH, up to a
MAXIMUM OF $100.00 per month.

By placing the $100 cap on the maximum amount any retailer
can Xeep in ONE MONTH, you eliminate losing a lot of tax money to
big-ticket retailers who do very little administrative paper work
for transmitting sales tax on high priced items.

But those small retailers who DO most of their own work, or
have to pay an accountant outside their business to figure and
transmit the sales tax each month would be PARTIALLY COMPENSATED
for the important service they perform for the State. Many hours
are spent doing paper work FREE for some level or other of
government, and usually the smaller the business, the more
expensive it is to keep up with filling out all the forms.

The 3% administrative allowance we are asking vou for will
NOT pick up the extra cost that is involved. However, it will be
viewed by the business people as an indication that legislators
see the home town business just as important to our state's
economy as trying to lure new industries into Kansas.

We urge you to amend SB 536 to include an Administrative
Allowance for all those who collect sales tax in Kansas.

Frances Kastner, Director of Gov't. Affairs



USDA Releases Cost Of

The following is the U.S. Department of Agriculture’s
monthly update of the weekly cost of food at home for
July 1985. » )

COST OF FOOD AT HOME
FOR A WEEK IN JULY 1985
. Food plans
Thrifty Low-cost Moderate-cost Liberal
Families: .
Family of 2 (20-50 years) 37.00 46.40 57.20 70.50
Family of 2 (51 years and over) 35.00 44.30 54.70 65.20
Family of 4 with
preschool children 53.80 66.90 81.60 99.60
Family of 4 with elementary
school children 62.00 78.80 98.30 117.90
Individuals in four-person families:
{  Children:
|12 years 9.70 1170 13.70 16.40
| 3-5 years 10.50 13.00 15.90 19.10
‘ 6-8 years 13.00 17.10 21.40 24.90
9.11 years 15.40 19.50 24.90 28.90
Females:
| 1219 years 15.90 19.00 23.00 27.70
[ 20-50 years 15.90 19.70 23.80 30.30
| 51 and over 15.70 19.00 23.50 28.00
Males:
12-14 years 16.10 22.10 27.40 3220
15-19 years 16.70 2290 - 28.30 32.80
| 20-50 years 17.70 22.50 28.20 33.80
| 51 and over 16.10 21.30 26.20 31.30
USDA’s Human Nutrition Information Service com-

| putes the cost of food at home for four food plans—
thrifty, low-cost, moderate-cost, and liberal.
Suzanne S. Harris, acting administrator of the Human
| Nutrition Information Service, said the plans consist of
. foods that provide well-balanced meals and snacks for a
| week.
; In computing the costs, USDA assumes all food is
| bought at the store and prepared at home. Costs do not
include alcoholic beverages, pet food, soap, cigarettes,
paper goods, and other nonfood items bought at the store.
“UUSDA costs are only guides to spending,”” Harris said.
“Families may spend more or less, depending on such fac-
tors as where they buy their food, how carefully they plan
and buy, whether some food is produced at home, what
foods the family likes, and how much food is prepared
at home.
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Statement Prepared For The
Senate Assessment & Taxation Committee
RE: SB 536, Sales Tax Increase
BY: Charles H. Nicolay
Executive Director

Kansas 0il Marketers Association

February 20, 1986

Mr. Chairman and Members of the Committee:

My name is Charles Nicolay, Executive Director of the Kansas 0il
Marketers Association. This association represents the independent
licensed motor fuel distributorias well as the Convenience Store
industry in Kansas.

We appear before you in support of Senate Bill #536, a proposal
that'would increase the State Sales Tax.

Our Board of Directors adopted a policy in 1982, and have
confirmed this policy each year, stating that if additional revenue is
needed to maintain sufficient balances to operate the state government
efficiently, an increase in the sales tax is the most equitable
measure.

We also believe this legislature made a wise decision in 1983 when
it provided additional funding for our highway system by allowing a
transfer from the general fund of a portion of the sales tax from
collections on new and used motor vehicles, based on a formula
established by ;he same piece of legislation. We ask for your support
to maintain this concept.
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Statement Prepared For
The Senate Assessment & Taxation Committee
February 20, 1986

»?age 2

We believe a sales tax should be the only form of a tax increase
in 1986 and that SB 536 provides for sufficient revenue to meet future
economic development needs while at the same time maintaining
sufficient balances to fund current programs.

We thank you for the opportunity to appear today, and we urge your

support of SB 536.



Kansas Association of Counties

Serving Kansas Counties

Suite D, 112 West Seventh Street, Topeka, Kansas 66603 Phone 913 233-2271

February 17, 19856

To: Chairman Fred Kerr
Members of the Senate Assessment and Taxation Committee

From: Beverly Bradley, Legislative Coordinator
Kansas Association of Counties

Re: SB 536
Funding Reappraisal

Counties in Kansas are concerned about financing, particularly
about financing reappraisal. The Kansas Association of Counties
supports efforts by the state to provide the funds necessary for
the implementation of reappraisal. We have asked for 75 per cent
reimbursement to counties for reappraisal costs. We do understand
that some new source of revenue may be necessary. We Would
depend on the wisdom of the Legislature to provide this needed
funding.
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