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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 January 29, 1987 in room 519 South at the Capitol of
the State of Kansas.

The following members were absent (excused):
Representatives Fox and Francisco
Committee staff present:

Tom Severn, Legislative Research

Chris Courtright, Legislative Research
Don Hayward, Reviser of Statutes
Millie Foose, Committee Secretary

The meeting was called to order by Chairman  Rolfs.
Representative Roe moved, second by Rolfs, that a bill
concerning taxation of foreign source dividends be introduced.
The motion carried.

Secretary Harley Duncan continued his discussion of the
changes in the tax laws and his comparison of the federal and
state deductions. He distributed copies of Schedule A -
Itemized Deductions - and discussed how itemizing deductions
would affect tax payment in different income categories.
(Attachment 1)

Mr. Duncan then distributed a form showing individual income
tax in the tax year 1986 for resident taxpayers and the
impact by bracket. (Attachment 2)

Mr. Duncan also distributed a schedule showing areas of non-
conformity between state and federal itemized deductions after
the reform act of 1986, and the changes in federal itemized
deductions. (Attachment 3) Paragraph 1 covers Medical and
Dental Expenses, paragraph 2 Social Security and
Related Employment Taxes, paragraph 3 State and Local Gas
Taxes. and the fiscal impact for tax year 1987.

Section 4 of this report covers other deductions - Solar
Energy Amortization, Contributions to Segregated Schools,
Casualty Losses, Charitable Contributions, Political

Contributions, Work of Art Contribution, and the fiscal impact
for tax year 1987.

The next three paragraphs of the report cover State and Local
Sales Taxes, Non-Mortgage Interest, Moving Expenses, and the
fiscal impact for years 1987 and 1988.

Attachment 4 lists Areas of Non-Conformity Between State and
Federal Itemized Deductions After the Tax Reform Act of 1986.
The Committee members asked questions and discussed the fiscal

note on Conformity and Personal Exemptions. They also
discussed what the result would be if personal deductions were
increased. Chairman Rolfs asked the Committee to think about
options.

The minutes of the January 28 meeting were approved.

There being no further business to come before the Committee,
the meeting was adjourmned.
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SCHEDULES A&B
(Form 1040)

Department of the Treasury
Internal Revenue Servica

‘Schedule A—Itemlized Deduc’ ns

(X)

(Schedule B Is on back)

P Attach to Form 1040. P* See Instructlons for Schedules A and B (Form 1040).

OMB No. 1545-00/4

1985

Name(s) as shown on Form 1040 Your soclal sacurlty number
Medical and 1 Prescription medicines and drugs; and insulin . 1
Dental Expenses 2 a Doctors, dentists, nurses, hospitals, insurance premiums
(Do not include you paid for medical and dental care, etc. 2a
expenses b Transportationand lodging . . . . . . . . . . . 2b
reimbursed or ¢ Other (list—include hearing aids, dentures, eyeglasses, etc.)
paid by others.) > / /
(See e et M “VZ/M 2c
i‘l‘;r:"s“gn 3 Addlines 1 through 2¢, and write the total here [ D / /
page 19.) =4  Multiply the amount on Form 1040, line 33 by-5%-05)- J.5% L4 / i ///,
5 Subtract line 4 from line 3. If zero or less, _write -0-. Total medical and dental . » | 5
Taxes You 6 State and local income taxes . (DL?\ b *\Q A
Paid 7 Real estate taxes . . w4 M m 5 ®m m B 3 & 3 % 7
: IW—p-8—a—Genoral sales-tax (see-sales-tax tables in-instruction-booklet)- | 8a | ===
(See «b---General sales-tax on-motor vehicles———r—-—- . 8h_|| mem—
Instruc:
tions on 9 Other taxes (list—include personal property taxes) P ........ /
T S 9 i
10 Add the amounts on lines 6 through 9. Write the total here. Total taxes . » | 10 )
P11 a Home mortgage interest you paid to financial institutions . lla
Interest You . . i 7
Baid b Home mortgage interest you paid to individuals (show that
person's name and address) P .. ... ... ... . ........ /
(See Qualified residence interest ... . .. ... ... 11b :
{?;;'S“;n W12 Totalcredit card-and-charge-aceount-interest you-paid-, 1
page 20.) 13 Otherinterestyoupaid (list) » ... . . ... ... ... ...
B> Tnvestment. Interest ... ... ... //
..................................................... 13 ) ) ///
14 Add the amounts on lines 11a through 13. Write the total here. Total interest . P | 14 )
Contributions 15 a Cash contributions. (If you gave $3,000 or more to any one
You Made organization, report those contributions on line 15b.) . ‘ 15a
b Cash contributions totaling $3,000 or more to any one
f{?seteruc- organization. (Show to whom you gave and how much you
tions on Bave.) P i
page2l) i L 15b
16 Other than cash. (You must attach Form 8283 if over $500.). 16 7
17 Carryover from prioryear . . . . . . . . . . . . .17 //%
18 Add the amounts on lines 15a through 17. Write the total here. Total contributions . » 18 ]

Casualty and

Total casualty or theft loss(es). (You must attach Form 4684 or similar statement.)

Theft Losses (See page 21 of Instructions.) . od i[5 e , >
Miscellaneous 20 Union and professional dues 20
Deductions 1 Tax return preparation fee . 21 | /
s 22 Other(listtypeandamount) » .. ... o . it Q .
IASTEUGS s i mare aiain 55 B 6 16 SR G5 s §508 5 e el s Wheis siave wie aieie eieie widlE 36 & FiE
tions g? ) p N Employee Business Expenses Total ir 7
BIGELd | e P e wie ons i e e wia 5 iR S i e £ e e
g excess off 27 %
22| of AGI 7 W
23 Add the amounts on lines 20 through 22. Write the total here. Total miscellaneous . | 23
Summary of Moving expenses . . . . v e e e e e e e e e e e
Itemized 24 Add the amounts on lines 5, 10, 14, 18, 19, and 23. Write your answer here. . 24
Deductions
) fling-Status-box-2 or-5; write $3;540-}--- )
(See 25 Jfyou-checked Form 1040---§ Filing Status box Ior 4; write $2,390-p—————" .| 25
{?osrgrsu:n . —Fiting Status box 3; write-$17770—- g
page 22.) 26 Subtract line 25 from line 24. Write your answer here and on Form 1040, line 34a. (If
BT e line 25 is more than line 24, see the Instructions for line 26 on page 22.) . L] 26

: House Tax Com.
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lce, see Form 1040 Instructions.
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55,820
515,02
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532,20
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5,002
$15,082
$25, 02
$33.20
52,00

$120,20
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Tetal

Fiscal Imcace:

A1l Taxsavers:

TAX REFGRY ACT OF 1586

TAX YEAR 1587
CONCGRMITY 7O FEDERAL ITEMIZED DEDLCTIONS

Kansas Desartwent Gf Revenue
Individual Income Tax In Tax Year 1966
Resident Taxoayers
Iroact By Bracket

CONFORMITY TO FEDZRAL ITEXIZED DEDUCTIONS

Total Residents

House Tax Com. - 1/29/87 - Attachment 2
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Married Sincle
Doliar Change Doliar - Doliar Change Dollar - . Coilar Change Dollar
No. Of  Percent In Chance Effective No. Of Percent In Change Effective No, Of Percent In Change Effective
‘Returns Increase Liability Per Return Rate Returns  Increase Liability Per Return « Rate Returns  Increase Liability Per Return Aate
11,263 Lo 50,20 $2.00 e.ex 5,789 e.ex $2.02 $2.20 2.8 17,853, 2.2% $2.02, $9.02 0.0
14,947 . $2. 2 e.ex 104,105 -4.8% (843, 489. 82) (89, 48) .3 113,853 -4.8% ($43,489.82) ($2,42) 2.3
73,895 ($1,176,832.63)  ($15.93) 2.8% 166, 421 -3.6%  ($1,857,522,49) ($6.39) 1.8% 268,36 -6.2%  ($2,234,355.10) ($9.32) 1.4%
96,862 $1,665, 745,52 $.8.68 1.6% 85,158 6.5 $3,173,265.31 $37.26 3.1 184, @20 44 85,039,011, 22 $27.39
122,547 £ $12,292,4L3.83 216,98 2.7% 3,21 Sl £3,532,3%. 12 $:07.21 3.6% 141,358 15.8% 815,982,750, 22 $:13.2 2.9%
Lig, B2 23 $31,126,601. @2 $61.75 345 15,263 16,74 $3,339,755.92 $2:8.75 L7 134,105 22.4%  $34,447,3%6.%4 $256.67 3.8
78,842 157X 332,258,373.53 5281.38 3.6% 6,947 B.7% $1,478,7:3.37 $212.5 4.2% 83,769 18.6X  $31,545,637.96 $357.74 3.7
10,947  11.2% $5,515,751. @2 $869.59 A4 1,688 S.6x $1,147,755.18 $681.48 4,8% 12,632 1e.8x  $!3,667,506. 12 $844,51 4 4%
| SiL326 Tk 83,676, £68. 78 $162.63 314 418,789 6.5%  $i1,7!9.826.57 $27.52 2.0 934,315 14,5 $85,396,517.35 $102.11 3.1%
$83,578,688.78 $11,719,828.57 . $95,338,517.33
$103,757,9¢5. 18 Non-Resicentt $8, 359, 387.76 ¥




TRY REFOR™ ACT €F 1986 .
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TAX YEAR 1988
CONFORMITY.TQ FEDERAL ITEMIZED DEDUCTIONS . Kansas Departaent Of Revenue

Individual Incore Tax In Tax Year 1986
Resicent Taxoayers
Iesact By Bracket

CONFORMITY TO FEDSRAL JTEMITED DEDUCTIONS

Yarried Single " Total Residerts
Jollar Change Doliar ... . o Dallar Change Daliar - Dollar Chance Dollar
KA.6.1, No. Gf Percent In Change Effective No. OF Percent T In Change Effective ko, OF Percent In Change Effective
Bracket feturrs Increase Liability Per Return Rate - Returns  Increase Liability Per Return Rate Returns  Increase {iability Per Return Rate
No 4. A5 1. ! 11,253 2. 2% $2.22 .o$B.2% 2.e% 5,789 a.ex $2.82 .2 2.2t 17,853 L. X2 s g.21
$ S5 14,347 e ’ s, @ e, 22 2.8 104, 105 ~4,8% (49, 387,75} ($2.47) 8.3t 119,053 -4 1$49,367.75) ($2,41) E G
$3, 822 si5, e 73,835 ~i6.3% ($1,142,955,13)  ($15.47) 2.8% 166,421 -3.4% ($1,823,848.93) (35.83) 1.8% 242,316 -5.9% (82,186, 824.23) (8,93 1.8
$15,022 35,0 98,842 6. 4% 82,225,950, e $22.32 1.8% 65,158 7. $3,506. 020, 41 $41,17 3.2¢ 184,020 6. 9% $5,711,978. M1 831,34 2.5
8228 SIS 17,88 $12,218,585,33 $.23.50 z 7y 34,428 2% $5,222,916,37 $:16.82 3T (43,368 (5.9 $17,239,434.83 $121,95 ka2
$35, 00 s 24,83 $33,377,5568, 78 $262.85 34 18,2603 7.0 $3,7¢¢, 624, 45 $243,52 [ 134,:€5 23,6%  $37,1Q9,B13.27 $276.65 5%
$32, 082 $192,922 2L 332,775,835.73 $415.73 L 5,947 8.7% $1,542, 102,04 §236.03 4.6% 85,789 19.7%  $34,416,538.73 $421.13 3.6%
$102, 02 Cver 2,347 145 $11,457,914,29  $1,@46.64 4,5% 1,684 5. 4% $1,308,261.22 $716.66 5. 4% 12,632 1,78 $12,765,975.51 -81,3i8.64 A BX
Tetal 514,526 18, 7% $31,836, 301,82 $178,62 Ly 415,785 T.h% $13,144, 685,69 $31.2 L1x 54,316 IS.7% 105,836, 752.62 $112.42 3.2
Fiszal imsace: . $31,8%94,321. 22 $13,144,489,83 . : $125,238,792.82
A1l Taxsayers: $114, 364,248, B2 ) ' Non-Resicent: $9, 325, 450,08




January 14, 1987

Kansas Department of Revenue

AREAS OF NON—CONFORMITY BETWEEN
STATE AND FEDERAL ITEMIZED DEDUCTIONS
AFTER THE TAX REFORM ACT OF 1986

Changes to Federal Itemized Deductions

1. Medical and Dental Expenses -—— Kansas allows all
unreimbursed expenses 1in excess of $50 while the federal
deduction allows only unreimbursed expenses in excess of
7.5% of A.G.I. Requires two calculations and delays in
processing when taxpayers who cannot claim federally do
not provide detail on Schedule A for state verification.

Fiscal Impact: Tax Year
1987
State
Total S 30.3 m
Resident $28.2m
Non—-Resident S 2.1n

2. Social Security and Related Employment Taxes —— Allowed as
a deduction at the Sstate level, but not at federal.

Fiscal Impact: Tax Year
1987
State
Total 3 52.8 m
Resident S 47.7 m
Non—-Resident S 5.1 m

‘llllllllllllllllllIllllllllllllllll.l
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3. State and Local Gas Taxes --— Still allowed as state

itemized deduction. Repealed at the federal level in
1979.
Fiscal Impact: Tax Year
1987
State
Total $ 2.7 m
Resident $ 2.5 m
Non—-Resident ) 2 m

4., Other Deductions

A.

Solar Energy Amortization --— More generous provisions
allowed at the State level. To our knowledge has never
been used. Two calculations necessary.

Contributions to Segregated Schools -- No longer
necessary as federal 1law now interpreted to coincide
with state law.

Casuvalty Losses —— Non-Conformed since 1983. State
allows all unreimbursed losses in excess of $100.
Federal is limited to losses in excess of 10% of A.G.I.
Two calculations required.

Charitable Contributions —-- Our rate for mileage is 7
cents per mile which was the federal rate in 1977.
Current federal rate is 12 cents. Also, the Tax Reform
Act imposed additional 1limits on travel which can be
included as charitable.

Political Contributions -- State allows itemized
deduction of $100/8200. At the federal level, it was
converted to a credit in 1979 and with the Tax Reform
Act, the credit will be repealed.

Work of Art Contribution —-—- Special excess deduction
allowed at the State level. Never been utilized.
Fiscal Impact: Tax Year
1987
State
Total $ .50 m
Resident S .45 m
Non—-Resident S .05 m



State and Local Sales Taxes —- Federal deduction repealed
in the Tax Reform Act. If continued at the State level,
we should maintain deduction tables for all states to
accomodate part-year residents which would involve
considerable research time to keep current. Also, 1local

option considerations make the non-conformity more
cumbersome.

Fiscal Impact: Tax Year
1987 1988
State State
Total S11.6 m $11.9 m
Resident $10.1 m $10.3 m
Non-Resident S 1.5 m $ 1.6 m
Non-Mortgage Interest —-- The Tax Reform Act phases out

the deduction for non-mortgage interest from 1987-1991
with exceptions of home equity loans for educational and
medical purposes. State law would still allow the full
deduction.

Fiscal Impact: Tax Year
1987 1988
State State
Total $12.6 m $22.3 m
Resident $12.0 m $21.2 m
Non—-Resident S .6 m $ 1.1 m
Moving Expenses —-- The Tax Reform Act makes moving
expenses a miscellaneous itemized deduction not subject to
the 2% of A.G.I. floor. It is currently an allowable

adjustment to adjusted gross income. At the state level,
therefore, taxpayers would lose the adjustment to income
but not have the itemized deduction available to them

Fiscal Impact: Tax Year
1987 1988
State State

Total $(3.2)m $(3.2)m
Resident $(1.9)m ,  S$(1.9)m
Non—-Resident $(1.3)m $(1.3)m



Employee Business Expenses ——- Those currently taken as an
adjustment to income on the front of the 1040 are
converted to a miscellaneous itemized deduction subject to
the 2% of A.G.I. floor. These would be lost to Kansas
taxpayers at the State level.

Fiscal Impact: Tax Year
1987 1988
State State

Total S(7.2)m $(7.3)m

Resident $(6.3)m S(6.6)m

Non-Resident S( .9)m S( .7)m
Other Miscellaneous Deductions —-- Are allowed only to the
extent they exceed 2% of A.G.I. Would be allowed fully at
the State level. 1In short, with respect to miscellaneous
itemized deductions, taxpayers would be required to both

delete some from the federal total and add back greater
amount of others.

Fiscal Impact: Tax Year
1987 1988
State State

Total $8.7 m .
Resident $7.8 m $7.6 m
Non-Resident S .9 m



10.

11.

12.

13.

14

Appendix B

Areas of Non-Conformity Between
State and Federal Itemized Deductions

After the Tax Reform Act of 1986

Medical and Dental Expenses - Kansas allows all unreimbursed expenses in excess of
$50 while the federal deduction allows only unreimbursed expenses in excess of 7.5%
of AGI.

Social Security and Related Employment Taxes - Allowed as a deduction at the state
level, but not at federal.

Solar Energy Amortization - More generous provisions allowed at the state level. To
our knowledge has never been used.

Contributions to Segregated Schools - No longer necessary as federal law now inter-
preted to coincide with state law.

Casualty Losses - Non-conformed since 1983. State allows all unreimbursed losses in
excess of $100 per occurrence. Federal is limited to losses in excess of 10% of AGI.

Charitable contributions - Our rate for mileage is 7 cents per mile which was the federal
rate in 1977. Current federal rate is 12 cents. Also, TRA imposed additional limits on
travel which can be included as charitable.

State and Local Gas Taxes - Still allowed as state itemized deduction. Repealed at the
federal level in 1979.

Political Contributions - State allows deduction of $100/200. At the federal level, it was
converted to a credit in 1979 and with TRA, the credit will be repealed.

Work of Art Contribution - Special excess deduction allowed at the state level. Never
been utilized.

State and Local Sales Taxes - Federal deduction repealed in TRA. If continued at the
state level, we should maintain deduction tables for all states to accommodate part-year
residents which would involve considerable research time to keep current. Also, local
option considerations make the non-conformity more cumbersome.

Non-mortgage interest - TRA phases out the deduction for non-mortgage interest from
1987 - 1991 with exceptions of home equity loans for educational and medical purposes.
State law would still allow full deduction.

Moving Expenses - TRA makes moving expenses a miscellaneous itemized deduction
not subject to the 2% of AGI floor. It is currently an allowable adjustment to gross
income. At the state level, therefore, taxpayers would lose the adjustment to income but
not have the itemized deduction available to them.

Employee Business Expenses - Those currently taken as an adjustment to income on
the front of the 1040 are converted to a miscellaneous itemized deduction subject to
the 2% of AGI floor. These would be lost to Kansas taxpayers at the state level.

Other Miscellaneous Deductions - Are allowed only to the extent they exceed 2% of
AGI. Would be allowed fully at the state level. Taxpayers would be required to both de-

-erﬁl total and add back greater amounts of others.
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