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MINUTES OF THE _House __ COMMITTEE ON Appropriations
The meeting was called to order by Bill Bunten at
’ Chairperson
1:30  aw/p.m. on Monday, February 23 19.87in room 514=S _ of the Capitol.

All members were present except:

Committee staff present: Gloria Timmer, Legislative Research
Scott Rothe, Legislative Research
Jim Wilson, Revisor's Office
Sharon Schwartz, Administrative Aide
Nadine Young, Committee Secretary

Conferees appearing before the committee:

Gary Stotts, Acting Director of Budget

Chip Wheelen, Kansas Legislative Policy Group
Beverly Bradley, Kansas Association of Counties
Willie Martin, Sedgwick County

Gerry Ray, Johnson County

E. A. Mosher, League of Kansas Municipalities
Glen Dockery, City of Wichita

HB 2197/ -- concerning the county inheritance tax fund; providing for the
termination of distributions to counties therefrom; abolishing such fund
and disposing of the moneys therein; amending K.S.A. 79-1578 and repealing
the existing section.

Gary Stotts, representing the Governor's Budget Office, explained the
provisions of the bill. HB 2197 would terminate 5% of the inheritance tax
collection that flows back to the counties and would save $300,000 in

FY 1987; $1.2 million in FY 1988.

Chip Wheelen, representing Kansas Legislative Policy Group, testified in
opposition to the bill (Attachment 1).

Beverly Bradley appeared in opposition to HB 2197 on behalf of Kansas
Association of Counties (Attachment 2).

Willie Martin, representing the Sedgwick County Board of Commissioner,
told the committee that this shared revenue is needed by local units in
order to establish fiscal stability (Attachment 3).

Gerry Ray, representing Johnson County, addressed the committee in opposition
to the measure (Attachment 4).

Darold Main also spoke briefly against the bill. He represents Shawnee Countyf
#

Representative Shriver moved that HB 2197 be recommended favorably for passage.

Seconded by Representative Duncan. Motion carried.

HB 2207 -- relating to the distribution of transportation aid to school
districts; amending K.S.A. 72-7050 and repealing the existing section

Gary Stotts explained the provision of the bill which is designed to help with
the cash flow problemn. Representative Mainey offered an amendment that would
return to the school districts any interest earned on the funds. Represen-

tative Teagarden seconded. Motion failed on a show of hands vote, 8 voting
aye and 11 voting nay.

On the bill, Representative Duncan moved that HB 2207 be recommended favorable

for passage. Representative Chronister seconded and the motion carried.

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

editing or corrections. Page 1 Of .__2_




CONTINUATION SHEET

MINUTES OF THE ___House~ COMMITTEE ON Appropriations
nmnl_ilﬁiﬁ,SmEMOu&;at;LL§Q~__¢%§Janon Monday, February 23 19_87
HB 2198 -- relating to transfers from the state general fund to the state

highway fund; amending K.S.A. 79-34,147 and repealing the existing section;
also repealing K.S.A. 79-34,148.

Gary Stotts presented the bill to the committee. HB 2198 would reduce the
state general fund transfer to the highway fund and would reduce the sales
tax base from 4% to 3%. He told the committee that no projects of the
highway plan would be affected in the next two years.

A balloon amendment (Attachment 5) was presented for consideration which
proposes to move the time frame forward. Representative Bunten moved that
the amendment be adopted. Seconded by Representative Hoy. Motion carried.

Representative Guldner offered a conceptual amendment that the sales tax base
be set back at 4% at the end of Fiscal Year 1989. Representative King
seconded. The motion failed on a show of hands vote, 10 for and 12 against.

Representative Miller moved that HB 2198, as amended, be recommended favorable
for passage. Representative Lowther seconded. Motion carried.

HB 2206 -- relating to transfers from the state general fund.,relating to
the local ad valorem tax reduction fund and the county and city revenue
sharing fund; amending K.S.A. 79-2959 and 79-2964 and repealing the existing
sections.

Gary Stotts explained the provisions of the bill. It would change the base
for distribution to local ad valorem property tax reduction fund and city and
county revenue sharing fund from 4% to 3% base.

Representative Bunten presented an amendment (Attachment 6) and moved that it
be adopted. Representative Hoy seconded. Motion failed.

Chip Wheelen addressed the committee in opposition to HB 2206 (Attachment 7).
He testified that this additional aid money is desperately needed to offset
"the shrinking property tax base.

E. A. Mosher, Exectutive Director of League of Kansas Municipalities also
appeared in opposition to HB 2206 (Attachment 8).

Glen Dockery, representing the Board of City Commission for Wichita also
appeared in opposition to HB 2206. He said City of Wichita has over the

past several years made a number of reductions, they have 400 fewer employees
now. Another reduction, as a result of passage of this bill, is more than
they can live with.

Final action was not taken today - chairman wanted committee members to give
some thought to the matter and announced that it would be taken up again
soon.

Representative Bunten presented a draft bill (Attachment 9) that makes subject
to the appropriation process the monies designated for the local ad valorem
property tax reduction fund and city and county revenue sharing fund. On a
motion by Representative Chronister and a second by Representative Duncan,

the motion carried.

Representative Mainey moved that the Minutes for February 11, 16, 17, 18 and
19 be approved as written. Seconded by Representative Chronister. Motion
carried.

Meeting adjourmned at 3:30 p.m.

Page 2 of _2



Kansas Legislative Policy Group

301 Capitol Tower, 400 West Eighth, Topeka, Kansas 66603, 913-233-2227
TIMOTHY N. HAGEMANN, Executive Director

February 23, 1987

TESTIMONY
to
HOUSE APPROPRIATIONS COMMITTEE
House Bill 2197

Mr. Chairman and members of the Committee, I am Chip Wheelen
of Pete McGill and Associates. We represent the Kansas
Legislative Policy Group which is an organization of County
Commissioners from rural areas of the State. We appear today in

opposition to House Bill 219T7.

We must eoncur that counties perhaps do noet "earn'™ their
five percent share of inheritance tax revenues because they no
longer administer collection of that tax. We respectfully
submit, however, that until such time that the State assumes
vresponsibility for finanecing all ‘costs of operating the district
courts, we must oppose any measure which would reduce the amount

of state aid money distributed to county governments.

If the Committee should decide to recommend HB 2197 for
passage, we respectfully request that you also recommend passage
of a bill) to provide for guarterly reimbursements to counties for
the costs of fees paid to jurors. Such reimbursements were

recommended by the 1986 Special Committee on the Courts System.

Attachment 1 =
House Appropriations 2/23/87
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The interim committee recommendation is found on page 47 of
the report. That recommendation is to "assume jury costs for the
last half of FY 1988 (after January 1, 1988) and succeeding
years". Adoption of that recommendation would involve only one
quarter of state reimbursement during FY 1988 and the cost to the
State for that expense would probably be less than five percent

of inheritance tax collections during the same fiscal year.

Thank you for your consideration.



Kansas Association of Countics

Serving Kansas Counties

212 S.W. SEVENTH STREET, TOPEKA, KANSAS 66603 PHONE 913 233-2271

February 23, 1987

Tos Representative Bill Bunten, Chairman
Members House Appropriations Committee

From: Bev Bradley, Legislative Coordinator
Kansas Association of Counties

Re: HB-2197 Termination of County Inheritance Tax Fund

Good afternoon, I am Bev Bradley, from the Kansas Association
of Counties. Thank you for allowing me to testify today in
opposition to HB-2197.

Counties oppose further erosion of the tax base.

Some counties can't afford to lose even a small amount of
money from their budget. If in fact the 5% inheritance tax to
counties is discontinued it would have to be replaced by an
increase in property tax which most people feel is already
overburdened. Particularly in small rural counties, this is
important because of the poor agriculture economy.

It seems appropraite to leave a small amount, 5%, of the
inheritance tax in the county in which it was earned eventhough
the county is no longer collecting it.

I urge you to oppose HB-2197. Thank you for your time and
attention.

ha Attachment 2
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SEDGWICK COUNTY, KANSAS

INTERGOVERNMENTAL COORDINATOR

WILLIE MARTIN

COUNTY COUHTHOU.SE ° S U LT E 315 . WICHITA KANSAS 67203-3759 . TELEPHONE (316) 2687552

February 23, 1987

House Committee on Appropriations

Re: HB 2197,
County Inheritance Tax

Mr. Chairman and Members of the Committee:

I am Willie Martin, representing the Sedgwick County Board of
Commissioners. I appear before you today in opposition to
HB 2197.

To leave 5% of the inheritance tax collected in the county in
which 1t was earned is reasonable. In 1986 Sedgwick County
collections from inheritance tax totaled $188,300. If we had not
had the revenue and instead had levied ad valorem taxes the
additional County mill levy would have been .136 mills.
Annualizeds the loss to counties in shared revenue from the
inheritance tax would be about 1.6 million.

At this time there are many bills being considered by the
legislature which would reduce substantially state shared
revenues to local government units. It is appropriate that all
levels of government in Kansas participate in funding cuts to
establish fiscal stability. We suggest it is not reasonable to
think that local government can fund local programs and
initiatives, state mandated programs (reappraisal) and state
controlled functions (district court) with the local ad valorem
tax.

I respectfully request that you oppose HB 2197.

Attachment 3 e
House Appropriations 2/23/87



Johnson County
Kansas

HOUSE APPROPRIATIONS COMMITTEE

HEARING ON HOUSE BILL 2197

MONDAY, FEBRUARY 23, 1987

TESTIMONY OF GERRY RAY, INTERGOVERNMENTAL COORDINATOR
JOHNSON COUNTY BOARD OF COMMISSIONERS

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS GERRY RAY
REPRESENTING THE JOHNSON COUNTY BOARD OF COMMISSIONERS. THANK
YOU FOR THE OPPORTUNITY TO PRESENT TESTIMONY EXPRESSING
OPPOSITION TO HOUSE BILL 2197, WHICH WOULD STOP THE DISTRIBUTION
OF INHERITANCE TAX TO COUNTIES.

IN 1986 JOHNSON COUNTY RECEIVED $197,223.44 FROM THE COUNTY
INHERITANCE TAX FUND. LOCAL GOVERNMENTS CONTINUALLY FACE REVENUE
LOSSES AT BOTH THE FEDERAL AND STATE LEVEL WHILE AT THE SAME TIME
BEING GIVEN THE RESPONSIBILITY TO PROVIDE ADDITIONAL SERVICES TO
OUR CITIZENS. WE ASK THE STATE LEGISLATURE TO UNDERSTAND THE
DILEMMA OF THE LOCAL OFFICIALS AND HELP THEM BY NOT REDUCING OUR
REVENUE SOURCES FURTHER.

THE JOHNSON COUNTY COMMISSIONERS ASK THAT THE APPROPRIATIONS
COMMITTEE JOIN THEM IN OPPOSING HOUSE BILL 2197.

L Attachment 4 >
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'Smion — Proposed Amendments to H 2198

For Consideration by Committee on Appropriations

HOUSE BILL No. 2198
By Committee on Appropriations

2-5

0017 AN ACT relating to transfers from the state general fund to the
0018  state highway fund; amending K.S.A. 79-34,147 and repealing
0019 the existing section@ew&»g&w
0020 Be it enacted by the Legislature of the State of Kansas:
0021  Section 1. K.S.A. 79-34,147 is hereby amended to read as
03 ¢ )[Or-October1 1987, and-onweach fauary
gzzi W’lueaﬂer the secrotary of July 1, 1987, and on each October 1, January 1, April 1 and Julyl
0024 revenue shall certify daily to the director of accounts and reports
0025 the amount equal to 9.19% of the total revenues received by the
0026 secretary from the taxes imposed under the Kansas retailers’
0027 sales tax act and deposited in the state treasury and credited to
0028 the state general fund en the next preeeding day that sueh
0020 fevenues were so received and deposited during the preceding
0030 three calendar months.

0031  (b) Upon receipt of each certification under subsection (a),
0032 the director of accounts and reports shall transfer from the state

0033 general fund to the state highway fund the amount computed as E
0034 follows: ) &7
0035 (1) During the fiscol ending 30, 1084; the amount (1) On July 1,', 1987, for the taxes collected during the last =
0036 | to 543 of the ! £ 20 fiod quarter of the fiscal year ending June 30, 1987, the amount equal b
equa . SeE— , ’ to 35.7% of the amount so certified;
0037 {2) during the fiseal yeer ending June 30; 1085; the amount /A
0038 eq&alte*%sef&he&meﬁntseeemﬁed*. i ; (2) On October 1, 1987, January 1, 1988, April 1, 1988 and July )
0030 (3) during the fiseal year ending June 30; 1086; the amount 1, 1988, for the taxes collected during the fiscal year ending June 8
0040 equal to s of the amount seo eertified; 30, 1988, the amount equal to 44.6% of the amount so certified; and g
004t {4) during the fiseal year ending June 30; 1087; the amount ' ﬁ
0043 equal to Mz of the £ 50 tiBed: (3) commencing on Oc;tober 1, 1988{ and thereafter for the taxes f,
w0z (5) [: collected during the fiscal year ending June 30, 1989, and for the +
Duringthe fiscal year-eadingJun taxes collected during each ‘ =
0044 Eqaal—te-ﬁwé%—ei—the—mmmﬁ—se—eef&ﬁeéhaﬂg ‘
0045 (B2} —during the fiscal year ending June-30,-1989, and-each. ‘
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0046 fiscal year thereafter, the amount equal to ¥4a 53.6% of the

0047 amount so certified.

0048 Sec. 2. K.S.A. 79—34,1476%84‘,1’4811%reby repealed.

0049  Sec. 3. This act shall take effect and be in force from and

IS

April 1,

1987,

and

0050 aftex/'(its publication in theBtatutehookl’
it

Kansas register




CRH2206k1

PROPOSED AMENDMENTS TO H.B. NO. 2206

For Consideration by Committee on Appropriations

Be amended:

Oon page 1, in line 34, preceding the period, by inserting
the following: ", except that the amount transferred on July 18,
1987, shall be the amount determined as provided in subsection
(d)y";

On_ page 2, preceding line 68, by inserting the following
material to read as follows:

"(d) Prior to July 15, 1987, the secretary of revenue shall
certify to the director of accounts and reports the total amount
of retail sales and compensating taxes imposed and collected at
the rate of 3% and credited to the state general fund during
calendar year 1986 pursuant to the statutes contained in articles
36 and 37 of chapter 79 of the Kansas Statutes Annotated and acts
amendatory thereof and acts supplemental thereto and the total
amount of such taxes imposed and collected at therrate of 4% and
credited to the state general fund during calendar year 1986
pursuant to such statutes. The amount transferred by the director
of accounts and reports under this section on July 15, 1987,
shall be equal to 1/2 of the total of: (1) The amount equal to

4.5 of the amount certified by the secretary of revenue under

o°

this subsection as the amount of such taxes imposed and collected
at the rate of 3% and credited to the state general fund during
calendar year 1986, and (2) the amount equal to 4.5% of 3/4 of
the amount certified by tﬁe secretary of revenue under this
subsection as the amount of such taxes imposed and collected at
the rate of 4% and credited to the state general fund during
calendar year 1986.";

Also on page 2, in line 69, preceding "There" by inserting
"(a)"; in line 72, by striking "herein"” and inserting in lieu

thereof the following: "in K.S.A. 79-2965, 79-2966 and 79=2967

and amendments thereto"; in line 75, by striking "3 1/2%" and

- Attachment 6
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_2_
inserting in lieu thereof "3.5%"; 1in line 80, preceding the
period, by inserting the following: ", except that the amounts

transferred on July 15, 1987, and December 10, 1987, shall be the
amounts determined as provided in subsection (b)"; preceding line
81, by inserting the following material to read as follows:

"(b) The amount transferred by the director of accounts and
reports under this section on July 15, 1987, and December 10,
1987, shall be equal to 1/2 of the total of: (1) The amount equal
to 3.5% of the amount certified by the secretary of revenue under
subsection (d) of XK.S.A. 79-2959 and amendments thereto as the
amount of retail sales and compensating taxes imposed and
collected at the rate of 3% and credited to the state general
fund during calendar year 1986, and (2) the amount equal to 3.5%
of 3/4 of the amount certified by the secretary of revenue under
subsection (d) of K.S.A. 79-2959 and amendmeﬁts thereto as the
amount of such taxes imposed and collected at the rate of 4% and
credited to the state general fund during calendar year 1986.";

Also on page 2, in line 82, by striking "January"; in line
83, by striking "1, 1988,"; also in line 83, preceding "its" Dby

inserting "after";

And the bill be passed as amended.



Kansas Legislative Policy Group

301 Capitol Tower, 400 West Eighth, Topeka, Kansas 66603, 913-233-2227
TIMOTHY N. HAGEMANN, Executive Director

February 23, 1987
TESTIMONY
150
HOUSE APPROPRIATIONS COMMITTEE
House Bill 2206
Mr. Chairman and members of the Committee, I am Chip Wheelen

of Pete McGill and Associates. We represent the Kansas
Legislative Policy Group which is an organization of County

Commissioners from rural areas of the State. We appear today in

opposition to House Bill 2206.

Because our members are rural, mineral producing counties,
we, perhaps better than others, appreciate your concerns related
to State General Fund receipts and ending balances. Economic
conditions which have adversely affected state finances have

caused similar budget crises among our counties.

As you probably know, the recession in the minerals industry
has resulted in declining assessed valuations from oil and gas
wells. As a result, our county commissioners and other governing
officials within our counties are confronted with two basic
options; either reduce the budgets of important public services

or increase mill levies.

Attachment 7 -
House Appropriations 2/23/87
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Because our assessed valuations are principally attributable
to mineral properties and farmland, a mill levy increase means
additional property taxes must be paid by both the oil and gas
industry and the distressed agricultural sector. This dilemma is
worsened by the cost of reappraisal and the loss of federal

revenue sharing.

We acknowledge the validity of the argument that counties
are accustomed to receiving eight percent of a three percent
state sales tax (4.5% LAVTRF and 3.5% CCRSF) and that three-
fourths of a four percent sales tax is equivalent to the current
levels of state aid for property tax reduction. We respectfully
submit, however, that the additional aid money derived from the
local share of the one percent increase 1in sales tax is

desperately needed to offset our shrinking property tax base.

Another important consideration is timing. We have argued
in the past and maintain our position that property tax relief
is needed in 1989 to moderate the impact of reappraisal of real
estate. This is even more important now that the voters have
adopted the constitutional exemption of inventories and livestock

beginning in 1989.

If the Committee should seriously consider recommending HB

2206 for passage, we must request that you also recommend that
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the State assume full responsibility for financing the district
courts. Such a measure would probably cost less than the

equivalent of two percent (8% x .25) of sales tax receipts.

Thank you for your consideration.



Leaghe
of Kansas

PUBLISHERS OF KANSAS GOVERNMENT JOURNAL/I 12 WEST SEVENTH ST., TOPEKA, KANSAS 66603/AREA 913-354-9565

TO: House Committee on Appropriations

RE: HB 2206 -- Local Revenue Sharing Cutback
FROM: E. A. Mosher, Executive Director

DATE: February 23, 1987

My name is E. A. Mosher, Executive Director of the League of Kansas Municipalities,
appearing in opposition to HB 2206, pursuant to policy actions taken by the League
Governing Body and the League committees on finance and taxation and on state legislation.
In brief, HB 2206 provides for a permanent 25% reduction in local sharing of state sales and
compensating use tax revenue. It is distinctively different, and in our judgment more
onerous, than HB 2065 introduced earlier by this Committee, which provides for a one time
freeze of the amounts distributed through the city and county revenue sharing fund and the
local advalorem tax reduction fund.

The passage of HB 2206 would represent a fundamental, and to us unfortunate,
departure from Kansas traditions and state-local fiscal relations. To understand this thesis,
perhaps a brief review of the two programs is needed.

The local ad valorem tax reduction fund (LATRF) receives revenue equal to 4%% of
state sales and compensating use tax collections. The LATRF money is first distributed to
county treasurers, based 65% on population and 35% on assessed valuation. The county
treasurer then distributes the amount received to the several taxing subdivisions within the
county on the basis of relative property taxes levied the previous year, excluding state taxes
and school district taxes. One-half is paid on January 15 and one-half on July I5.
Approximately 4,000 governmental units in Kansas receive a share of the LATRF money for

property tax reduction.

Some local sharing of retail sales tax revenue has been a feature of state law since the
sales tax was first enacted a half century ago. The LATRF fund was changed from a $12.5
million annual total to 10% of the total of retail sales and compensating taxes in 1970 (Ch.
389). In 1973, the 10% total was reduced to 4.5% as a result of the revision in the School
District Equalization Act (Ch. 292). At that time, it was estimated that school districts
were receiving about 5.5% of the LATRF distributions. With this change, which was
essentially a bookkeeping change, the basic revenue sharing concept has continued.

The county and city revenue sharing fund is financed by 3%% of state sales taxes, and
is apportioned to each county area based 65% on population and 35% on assessed valuation.
The amount apportionable to each county area is then paid 50% to the cities based on
population and 50% to the county government. Payments are made on July 15 and
December 10. There are 105 counties and 627 cities which receive money from this revenue

sharing fund. :

This revenue sharing fund was enacted in 1978 as a trade-off for the discontinuation-of
city and county sharing in the revenue from the state cigarette tax and the liquor
enforcement tax. At the time the adjustment was made, the 3%2% share was approximately
equal to the amount of dollars paid to cities and counties from the two tax funds.
Establishment of the new revenue sharing fund followed many years of Kansas traditions in
sharing the cigarette and liquor enforcement tax revenue. '

President: John L. Carder, Mayor, Iola - Vice Presidentt Carl Dean Holmes, Mayor, Plains - Past President: Ed Eilert, Mayor, Overland Park -
Directors: Robert C. Brown, Commissioner, Wichita - Robert Creighton, Mayor, A +wnnd - Irena B Eranch Mavar. Merriam - Frances 1. Gareia.
Commissioner, Hutchinson - Donald L. Hamilton, City Clerk/Administrator, Mar &

City Manager, Newton - John E. Reardon, Mayor, Kansas City - David E. Retty_ rtorT Attachment 8- B

Coffeyville - Deane P. Wiley, City Manager, Garden City - Douglas S. Wright, Ma; - 'Hou‘s'e’ 'Appropriations 2/23/87
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We hear comments in the hallways, and elsewhere, that HB 2206 is not really a cut-
back but simply an elimination in local sharing of the revenue from the new 1¢ statewide
sales tax. The bill itself attempts to reinforce this approach, by restricting the 4} and 3%%
shares to "3/4 of the total..." We call to your attention that 4%% of 3/4 is 3.375%, while
3%% of 3/4 is 2.625%. The current 8% total for the two programs is thus cut to 6%, and this
is a 25% reduction, no matter how you cut it.

We assume that each member of this Committee, and each member of the legislature,
were well aware last session that the 1¢ sales tax increase involved continued local sharing.
I can vouch for the fact that Governor Carlinkmew it when he advocated the increase -- it
was part of the Governor's program. I can also testify that there were at least some state
legislators who reported their acceptance of the 1¢ tax increase only with the understanding
that local units would receive some sharing of the revenue.

In summary of this part of my remarks relating to policies and principles, I simply note
that HB 2206 is a departure from Kansas traditions and state-local fiscal relations.

Some observations about the fiscal effect of the bill, and on state-local fiscal
relations, also seem important to this discussion. We are well aware of the problem with the
state general fund balance, and the reductions that have been made and continue to be made
in state general fund appropriations, including aid for education. There is, in our judgment,
a distinctive difference between revenue sharing programs and state appropriation and grant
programs. Revenue sharing expenditures go up or down with the revenue, not with the level
of appropriations. They do not, in fact, eat into the moneys available for other purposes
since they are a fixed percentage.

Cutting back on local sharing of state sales tax collections implies, at least to us, that
Kansas local governments do not have a fiscal problem! In our view, the same kinds of
forces and factors that affects the state general fund balance is equally pervasive on the
local level.

We call to your attention that many local units are experiencing declines in their local
property tax base. Of the 627 cities in Kansas, 45.6% had a smaller tax base in 1986 than
they did in 1985, a trend we think will continue as to assessments as of last January 1.

Another indicator is local sales tax collections. This is illustrated by comparing July -
December collections in 1986 versus those in 1985. The county-wide collections were down
for 74.5% of the counties with comparable data. The collections were down in 60.4% of the
_ cities with comparable data. State-wide, total local sales tax collections are increasing, as
are state sales tax collections. Some local units have experienced growth in commercial
activity, but most have not. If you exclude the Johnson County countywide tax, and the
city-levied tax of the four Johnson County cities of Lenexa, Merriam, Olathe and Overland
Park, the receipts of all of the other local units for which comparable data is available,
during this six months period, declined by $1.6 million, an average decrease of 3.3%

One further fiscal factor needs mentioning--the termination of federal general
revenue sharing. Last year, Kansas local units received $34.7 million from the federal
general revenue sharing, a drop from $38.3 million for calendar 1985. This program has been
discontinued, as you know. Last session there were at least some legislators who were well
aware of the extreme probability that federal revenue sharing would be discontinued, and
noted the fact that the continued 8% sharing of state sales tax collections from the new l¢
tax would help soften the blow to local units and local taxpayers.



In your consideration of this matter, we would urge you to look at the annualized
impact of HB 2206. We do not have any quarrels with the figures prepared by the
Legislative Research Department or the Office of State Treasurer, but emphasize the
significant difference between the state's fiscal year and the local calendar year. The
Research Department's memo shows that the state FY 1988 impact of HB 2206 would be a
total of $4,190,000, for the LATRF fund. The county and city revenue sharing change would
not have any impact on the general fund for FY 1988, because of the distribution dates. But
from the local government viewpoint, which budget on a calendar year basis, the story is
different. Sales and use tax collections for calendar 1987 are estimated at approximately
$740 million. The difference between 8% and 6% of this total is $14.8 million. This
approximately $15 million local loss, of course, will increase or decrease depending on total
sales tax collections. Interestingly, the loss in local revenue would be approximately half
the loss in federal general revenue sharing.

Finally I would conclude by observing that the League and its member cities are
concerned about strengthening the state local partnership--we serve the same constituency.
We are also concerned about improving the state-local fiscal partnership, and have had as a
long term objective the increase in state revenue sharing from the current 8% to a total of
10%. As we review both local and state fiscal conditions, and as we predict the future
impact of property classification and reappraisal, we suggest that now is not the time to
pass HB 2206.



ESTIMATED ANNUALIZED LOSS OF REVENUE
TO LOCAL GOVERNMENTS UNDER HB 2206

Presented on the following page are estimates of the fiscal impact of HB
2206 on an annual, calendar year basis. It assumes that total collections from
state sales and use taxes will amount to $740 million in calendar 1987 (com-
pared to the estimated $726 million for FY 1987 and $751 million for FY 1988).
Under HB 2206, the amount of local sharing under the local ad valorem
tax reduction fund (LATRF) is changed from 4.5% to 3.375%, a reduction of
1.125%, which is equal to $8,325,000 of the estimated $740 million total. The
reduction for the county and city revenue sharing fund is from 3.5% to 2.625%,
a reduction of .875%, which is equal to $6,475,000 of the estimated total of
$740 million. The grand total annualized reduction of $14,800,000 is equal
to 2% of collections, the result of reducing the total sharing from 8% to 6%.
The figures are on a county area basis. The LATRF loss would be distri-
buted to all taxing units within the county, except school districts, on the
basis of relative property taxes. The county area revenue sharing amount
is paid half to the county government and half to cities therein, based on
population.
The county area figures were prepared by using actual distributions
made in calendar 1986 by the State Treasurer. In other words, it is assumed
that a county which received 1.0% of the total fund in 1986 will suffer 1.0%

of the total loss in 1988.

League of Kansas Municipalities
February 23, 1987



COUNTY

ALLEN
ANDERSON
ATCHISON
BARBER
EARTON
BOURBON
EROWN
BUTLER
CHASE
CHAUTAUGUA
CHERDKEE
CHEYENNE
CLARK
CLAY
CLOUD
COFFEY
COMANCHE
COWLEY
CRAWFORD
DECATUR
DICKINSON
DONIPHAN
DOUBLAS
EDWARDS
ELK
ELLIS
ELLSWORTH
FINNEY
FORD
FRANKLIN
GEARY
GOVE
GRAHAM
GRANT
GRAY
GREELEY
GREENWOOD
HAMILTON
HARPER
HARVEY
HASKELL
HODGEMAN
JACKSON
JEFFERSON
JEWELL
JOHNSON
KEARNEY
KINGMAN
KIOWA
LABETTE
LANE
LERVENWORTH
LINCOLN
LINN

REVENUE
LAVTRF  SHARING TOTAL
L0OSS LOSS L0SS
51,833 40,137 91,970
29, 171 22,891 50, 062
56, 747 40, 487 97,234
36,499 28,610 65,110
134,119 99,716 233,835
48,348 36,787 85,735
38,300 28,765 67,665
150,817 119,986 270,803
14,121 10,778 24,899
17,798 13,631 31,429
64,863 49,504 114,367
15,037 11,29 26,331
18,766 14,454 33,220
32,141 24,291 56, 431
42,374 30,828 73,202
139,25 109,688 248,94
15,080 11,419 26,500
118,008 92,167 210,176
106,306 81,434 187,741
18,724 14,116 32,840
66,233 48,647 114,942
28, 861 21,341 50,202
203,352 161,800  365,1%
13,351 15, 068 35,019
14,220 10,670 24,830
102,265 81,420 183,685
30,828 22,987 53,815
131,992 103,931 235,924
88,801 69,201 158, 002
63,639 51,187 116,846
76,123 63,389 139,512
19,018 14,418 - 33,436
23,318 17,733 41,051
38, 380 44,703 103,083
23,654 18,275 41,929
14,646 11,068 25,713
32,866 24,924 57,790
16,126 11,92 28,028
37,624 28,797 66, 421
95,701 75,199 170,300
32,977 25, 261 58,238
14,367 10,791 25,154
34,252 26,114 60, 367
43,038 36, 181 81,220
19,080 13,923 33,002
904,294 732,986 1,636,879
48,694 38,030 86, 784
44,633 33,612 78,311
26,098 19,939 46,037
75,449 38,37 133,775
18,089 13,674 31,762
153,872 123,261 277,13
16,875 12,255 29,130
43,138 37,933 87,071

LYON
MARION
MARSHALL
MCPHERSON
MEADE
MIAMI
MITCHELL
MONTGOMERY
MORRIS
MORTON
NEMAHA
NEOSHO
NESS
NORTON
OSAGE
OSBORNE
OTTAWA
PAWNEE
PHILLIPS
POTTAWATOMIE
PRATT
RAWLINS
RENO
REPUBLIC
RICE
RILEY
ROOKS
RUSH
RUSSELL
SALINE
SCOTT
SEDGWICK
SEWARD
SHAWNEE
SHERIDAN
SHERMAN
SMITH
STAFFORD
STANTON
STEVENS
SUMNER
THOMAS
TREGO
WABAUNSEE
WALLACE
WASHINGTON
WICHITA
WILSON
WOODSON
WYANDOTTE

LAVTRF
LOSS

REVENUE
SHARING TOTAL
LOSS LOSS

15,776
110,581
49,467
42,534
101,112
34,254
67,656
27,155
127,790
23,545
38,915
38,287
58,537
28,224
22,835
45,868
21,748
23,227
31,864
30,034
98, 008
45,876
18,112
210,102
26,586
51,155
150, 766
40, 146
21,539
b, Th4
152, 934
24,299
1,174,407
78,136
511,562
15,074
28,706
21,013
30, 454
20, 845
65, 302
80,738
34,528
22,311
23, 547
9,804
30, 434
14,861
38,978
18, 064
500, 330

8, 323, 000

11,308 27,684
87,682 198,263
35,310 84,776
32,226 74,759
79,271 180, 383
26, 144 60,337
5,697 120, 353
20,722 47,877
9,904 224,695
17,383 41,133
30, 154 €9, 063
28,630 6,317
46,280 104,817
21,705 49,929
17,103 39,338
37,119 82,987
16,180 37,328
17,433 40,680
24784 56, 647
22,216 52,249
77,430 175,438
36,434 82,310
13,727 31,438
161,017 = 371,118
13,506 46,192
39,120 30,274
133,579 284,344
30,741 70,887
16,111 37,709
34,321 73,065
fig 702 . 274,65
17,801 42, 101
334,881 2,109,233
61,023 139, 159
375,974 887,53
11,327 26, 401
21,186 49, 832
15, 428 36, 441
23,275 53,723
15,836 6,881
50,666 115,968
62,99 143,732
27,123 61,550
17,078 33,389
18,067 41,614
7,408 17,211
22,473 52,907
10,880 25, 741
29, 407 £8, 385
13,805 31,863
376,000 876,389

6,475,000 14,800,000
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DRAFT BILL NO.

For Consideration by Committee on Appropriations

AN ACT making certain transfers of moneys from the state general
fund subject to appropriation acts; amending K.S.A. 79-2959,

79-2964, 79-3425e and 79-34,147 and repealing the existing

sections.

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

Section 1. K.S.A. 79-2959 is hereby amended to read as
follows: 79-2959. (a) There 1is hereby created the local ad
valorem tax reduction fund. All moneys transferred or credited
to such fund under the provisions of this act or any other law
shall be apportioned and distributed 1in the manner provided
herein.

(b) On January 15 and on July 15 of each year, the director
of accounts and reports shall make transfers in equai-amourts

whieh-in-the-aggregate—equal-4-1/2%--of--the--totat the amounts

prescribed by appropriation act of the retail sales and

compensating taxes credited to the state general fund pursuant to
articles 36 and 37 of chapter 739 of Kansas Statutes Annotated and
acts amendatory thereof and supplementél thereto during--the
preceding--catendar-year from the state general fund to the local
ad valorem tax reduction fund.

(c) The state treasurer shall apportion and pay the amounts
transferred under subsection (b) to the several county treasurers
on January 15 and on July 15 1in each year as follows: (1)
Sixty-five percent of the amount to be distributed shall Dbe
apportioned on the basis of the population figures of the
counties certified to the secretary of state pursuant to K.S.A.
11-201 and amendments thereto on July 1 of the preceding year;
and (2) thirty-five percent of such amount shall be apportioned

on the basis of the equalized assessed tangible valuations on the

i Attachment 9 e
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tax rolls of the counties on November 1 of the preceding year as
certified by the director of property valuation.

{d}--on--Jure--1--1983;-the-direeter-of-accounts-and-reports
shall-transfer-frem-the—-state--general--fund--to--the--lecai--ad
valerem--tax--reduetion--fund--the--ameunt-certified-by-the-state
board-of-education-as——the--total--of--ali--ameunts--received-—-by
eemmﬁn%ty———ee&%eges~—aﬁd——muﬁieipa&——aﬁivers%ﬁ%es——uﬁder——KTS:A:
79-2961-and-amendments—thereto-from-the-payments--made--frem--the
leeal--ad-valterem-tax-reduction-fund-en-January-15;-1983--6n-June
}7—}9837—the—state—treasurer~sha%%—appeftéeﬁ—aﬁd—pay——the——ameuﬁt
tfaﬁsferfed——aﬁdef——thés-—subseef%eﬁ——te—%he—eeaaty—%feasafefs—ef
these-counties-which-distributed-money-to-oRre-or--more-—€ORMURTtLY
ee%%eges———ef——muﬁieipai—~uﬁ%vefsitées;——er——beth7—~uﬂdef——K7srA7
79-2961-and-amendments-therete-from-the-payments—-made--from--the
local--ad--vateorem—-—tax-—-reduction--fund-on-January-15;7-1983<-Fhe
ameuﬁt—paid—eﬁ—&uﬁe—ET—&9837—te—eaeh—sueh—eeunty—%rem——%he——%eea&
ad--valerem--tax--reduetion-fund-under-this-subsection-shalti-bear
the—same—pfepeftéeﬁ—te—fhe—tetai—ameaﬁt—paéd—%e—a%i~saeh—eeuﬁties
eﬂ—&ﬁﬁe—i;—i9837—thaf—the~—teta%——ameaat-—feeeéved——by——eemmuﬁé%y
ee%%eges——aﬁd——muﬁ%e%pa%—universéties—iﬁ~saeh—eeuﬁty~under—Krsz:
?9—296i—aﬁd—ameﬁdmeﬁts~&hereﬁe—ffem——the——paymeﬁt——made——te——saeh
eeuﬁty—ea—saﬁuafy—}57~}9837—beafs—te—the—%etai—ameﬁﬁt~feee%ved—by
eemmuﬁify———eeiieges——aad——muﬁ%e%pa%——ﬁﬁéversit%es——%ﬁ——ai%——Sﬁeh
counties—under-such-statute-from-sueh-payments

Sec. 2. K.S.A. 79-2964 is hereby amended to read as
follows: 79-2964. There is hereby created the county and city
revenue sharing fund. All moneys transferred or credited to such
fund under the provisions of this act or any other law shall be
allocated and distributed in the manner provided herein. 0On July

15 and December 10 of each year, the director of accounts and

reports éﬁ——eaeh*—year——ea——&u}y——%5—aﬁd—Beeembef—&e7 shall make
transfers in -equa}—ameuﬂts—wh%eh—éﬁ—the—aggregate——equai——a—%/E%

of--the--total the amounts prescribed by appropriation act of the

retail sales and compensating taxes credited to the state general

fund pursuant to articles 36 and 37 of chapter 79 of the Kansas



Statutes Annotated and acts amendatory thereof and supplemental
thereto during-the-preceding-caltendar-year from the state general
fund to the county and city revenue sharing fund.

Sec. 3. K.S.A. 79-3425e is hereby amended toc read as
follows: 79-3425e. eﬁ—éuiy—%57—£9897—aﬁd—fhe—é%fteeﬁ%h—day—ef
5aﬁuafy—aﬁd-the—féf%eeath—day-ef—&u%y-ef—eaeh—yeaf—thefeaftef Oon

January 15 and July 15 of each year, the director of accounts and

reports shall transfer a--sum--equal--te--the-tetat the amount

prescribed by appropriation act of the taxes collected under the

provisions of K.S.A. 79-6a04 and 79-6al0 and amendments thereto

and credited to the state general fund during-the-sizx-months-next
preceding-the-date-of-transfer, from the state general fund to
the special city and county highway fund, created by K.S.A.
79-3425 and amendments thereto. Ne-transfer-under--this--section
shall--be--considered-to-be-an-expenditure-er-demand-transfer-for
the—pufpeses—e%—seet%eﬁs—%—te—S;—éﬁe%usiver--ef-—%9?9——5abst%tﬁte
- for-Heuse-Bi11-Not-2623+

Sec. 4. K.S.A. 79-34,147 is hereby .amended to read as
follows: 79-34,147. +4a}-The-secretary-of-revenue-shati--ecertify
da%%y-te—the—difeetef—ef—aeeeuﬁts—aﬁé—fepef%s—the—ameuﬁt—equa%—te
9-19%--0f--the--total-revenues-received-by-the-secretary-from-the
taxes-impesed~UHdEf—the——Kansas——fetaé%efsl——sa%es-—tax——aeﬁ-—aﬁd
depes%ted—%ﬁ—the—state—%feasafy—aﬂd—efedited—ﬁe—the—s%ate—geﬁefai
fund--en--the--next--preceding--day--that--sueh--revenues-were-so
feeeived—aﬁd~depesitedr-—4b%—8peﬁ—reeeépt—ef——eaeh-—eef%éféeatieﬁ

under--subseetion-{a} On July 1, October 1, January 1 and April 1

of each year, the director of accounts and reports shall transfer

the amounts prescribed by appropriation act of the taxes

collected under the XKansas retailers' sales tax act and credited

to the state general fund during the preceding fiscal year from

the state general fund to the state highway fund the—-amoudnt

computed-as-foitewss.
{1}--During-the-fiseal-year-ending-June-365;-1984;-the-amount

equal-to-5/42-0f-the-ameunt-se-certifieds

{2}--during-the-fiseal-year-ending-June-367;-1985;-the-ameunt



equat-te-16/42-of-the-ameunt-so-certifieds

{3y--during-the-fiseal-year-ending-June-367-158657-the-ameunt
equai—te—i5%42—ef—the—ameﬁﬁt—se—eert%f%eé:

{4)--during-the-fiseal-year-ending-June-367;-1987;-the-amount
equat-to-26/42-ef-the-amount-se-certifieds

{5)--during-the-fiseal-year-ending-June-307-19885y-the-amount
equa%—te—25%42—ef-the—ameaﬁt~se—eertéfied:—aﬁé

{6}--during-the-£fiseat-year-ending-June-365;-1989;--and--each
fiseal--year——thereafter;-the-ameunt-equai-te-36/42-of-the-ameunt
se-certifieds

Sec. 5. K.S.A. 79-2959, 79-2964, 79-3425e and 79-34,147 are
hereby repealed.

Sec. 6. This act shall take effect and be in force from and

after its publication in the statute book.





