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Date
MINUTES OF THE __S€nate COMMITTEE ON __Assessment and Taxation
The meeting was called to order by Senator Fred A. Kerr at
Chairperson
. 11:00 am./pXX on February 10 19__8i% room 519-S  of the Capitol.

All members were present except:

Committee staff present:

Tom Severn, Research

Chris Courtwright, Research

Don Hayward, Revisor's Office

Sue Pettet, Secretary to the Committee

Conferees appearing before the committee:
Brenda Manske, Southeast Kansas Tourism
Dave Barclay, Dept. of Commerce
Mark Burghart, Kansas Dept. of Revenue Legal Services

Chairman Kerr called the meeting to order and introduced Brenda Manske of
Southeast Kansas Tourism Region for the purpose of reguesting a bill intro-
duction.

Brenda Manske (Attachment 1) reqguested introduction of a bill that would
make the transient guest tax apply to all counties statewide. Under her
proposal the 2% maximum would be continued. She stated that this proposal
would be most helpful to small communities in Kansas, especially the ones
such as Yates Center who have lost several businesses form their community
in the past months.

Senator Thiessen moved that the bill be introduced. Senator Montgomery
seconded. Motion carried.

SENATE BILL 69

Chairman Kerr called for committee discussion and possible action on S5.B.
69 and introduced Dave Barclay, Department of Commerce, who had been requested
to report back to the committee with suggested amendments.

Dave Barclay stated that the "seed capital factor" is the most risky type of

investment. Only about 12% of total investments made in this area are of
this type because of the high risk. Some of the reasons for the high risk
in seed capital investments are:

1. Difficult start-up; they are not yet in operation.
2. It often takes at least two years to get in a break even position.
3. The management is likely to be the investor.

Committee discussion was held on amendments suggested by Mr. Barclay. (See
Attachment 2) Senator Salisbury made a motion to adopt the $200,000 minimum
as suggested by Mr. Barclay (See Attachment 2). Senator Parrish seconded.
Motion carried. Senator Jim Allen asked to be recorded as voting "No'".

Mr. Barclay's second recommendation concerned the issue of public funds being

in a senior position. Senator Salisbury moved that the proposed amendment
(see Attachment 2) on the senior position of public funds be adopted as follows:
"Public funds may be invested in a local seed capital pool. Any public cash

investment, other than that which may be used to administer and operate a
pool, shall have a senior position to any private cash investment, but shall
receive a lower rate of return than that allowable for a private cash invest-
ment." Senator Parrish seconded. Motion carried.

Mr. Barclay suggested additional amendments which would subject "local seed
capital pools" to a certification process administered by the Department of
Commerce. (See Attachment 2). Senator Burke made the motion to adopt such

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
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amendments in S.B. 69. Senator Mulich seconded. Motion carried.
(See Attachments 2 & 3)

Mark Burghart, Department of Revenue, reported back to the committee as
requested regarding the carry-back features of S.B. 69 and 68. He stated
that the Department's proposed amendment would eliminate the carry-back
factor and would allow the taxpayer to credit 25% of the credit against
100% of the liability.

Senator Karr asked if they wwould not be able to utilize their 100% in

a four year period, would they be able to carry it forward. The resvonse
was '"yes." For instance, if there was no tax liability in the first vear
they could use 50% in the second year.

Senator Burke moved that we adopt amendments on S.B. 69 striking lines 28
and 29 and adding "plus any applicable carryvforward amount,'" which would
in effect eliminate the carry-back features. Senator Mulich seconded.
Motion carried.

Don Hayward of the Revisor's office recommended that '"certified" be inserted
on line 21. Senator Karr moved to adopt the change as recommended by the
Revisor. Senator Burke seconded. The motion carried.

SENATE BILI, 68

Mark Burghart said that he had prepared proposed amendments for S.B. 68
which would carry out the same carry-back and credit recommendations as
suggested for S.B. 69. (Attachment 4)

Senator Karr made the motion that the latter part of line 43 and line
44 of S.B. 68 be striken and changed to "plus any applicable carryforward

amount", which would in effect eliminate the carry-back features as suggested
by Mr. Burghart. (See Attachment 4) Senator Burke seconded. Motion
carried.

Senator Burke made a motion that S.B. 68 be recommendéd favorable for
rassage as amended. Senator Salisbury seconded. The motion carried.

Senator Thiessen made a motion to accept the minutes of meetings of February
5th and February 9th. Senator Montgomervy seconded. Motion carried.

Meeting adjourned.
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RECOMMENDED CHANGES IN K.S.A. 12-1697

12-1697. An act relating to a transient guest tax levied by counties; basis of tax;
payment and collection.

(a) | In order to provide revenue to promote tourism and conventions, each
county shall levy a transient guest tax not less than the rate of two percent (2%)
upon the gross receipts derived from or paid by transient guests for sleeping
accommodations in any hotel, motel or tourist court. The percentage of such tax
shall be determined by the Board of County Commissioners of each county levying
the same.

(b) Any transient guest tax levied pursuant to this 'section shall be based on
the gross rental receipts collected by any business.

(c) The taxes levied pursuant to this section shall be paid by the consumer
or user to the business and it shall be the duty of each and every business to collect
from the consumer or user the full amount of any such tax, or an amount equal as
nearly as possible or practicable to the average equivalent thereto. Each business
collecting any of the taxes levied hereunder shall be responsible for paying over the
same to the State Department of Revenue in the manner prescribed by K.S5.A. 12-1698,
and the State Department of Revenue shall administer and enforce the collection of

such tax.

NEW K.S.A. 12-1698 (e)

(e) All such monies received by the county from the disbursements from the
county transient guest tax fund shall be credited to the tourism and convention
promotion fund of said county and shall only be expended for convention and
tourism promotion. Twenty-five percent (25%) of all such funds collected in each

county shall be paid to the respective tourism region pursuant to K.S.A. 12-1699.

NEW K.S.A. 12-1699

(It is recommended that the present K.S.A. 12-1699 be repealed and the following
statute adopted to replace it.)

12-1699. There are hereby established five Kansas tourism regions, the boundaries
of whiah haVe heretofore been designated by the Department of Commerce. The Secre-
tary of the Department of Commerce is hereby empowered to promulgate regulations
concerning the withdrawal and addition of counties to the presently established Kansas
tourism regions.

It is further recommended that all other statutes concerning the transient guest
tax be amended to reflect the appropriate language changes which will be necessary by
reason of the creation of a mandatory state-wide transient guest tax, statutory estab-

lishment of tourism regions, and the establishment of dedicated funding for tourism

regions.
_— Sen. A & T .
2/10/87 Att. 1
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SENATE BILL No. 69

By Legislative Commission on Kansas Economic Development

1-23

AN ACT relating to income taxation; concerning credits there-
from for investment in local seed capital pools.

Be it enacted by the Legislature of the State of Kansas:
Section 1. (a) There shall be allowed as a credit against the

tax imposed by the Kansas income tax act on the Kansas taxable
income of a taxpayer for cash investment in a local seed capitaly
pool in an amount equal to 25% of such taxpayer’s cash invest-
ment in any such pool in the taxable year in which such invest-
ment is made and the taxable years following such taxable vear
until the total amount of the credit is used. In any one taxable
vear, the amount of such credit allowable for deduction from the
taxpayer’s tax liability shall not exceed 25% of the total amount of
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portion of the credit allowed by the preceding sentence to be
claimed in any one taxable year exceeds-25%ofthe taxpayer’s
liability in such year may be-carried backSfornotmorethan-three—

0033 ~taxable—years—or carried forward until the total amount of the
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credit is used.

(b) The total amount of credits allowable pursuant to this
section and credits allowable pursuant to K.S.A. 1986 Supp.
74-8205, 74-8206 and 74-8304 shall be attributable to not more
than $24,000,000 of cash investments in Kansas venture capital
companies, Kansas Venture Capital, Inc. and local seed capital
pools.

(e) As used in this section, “local seed capital pool” means
money invested in a fund established to provide funding for use
by small businesses for any one or more of the following pur-
poses: (1) Development of a prototype product or process: (2) a

ATTACHMENT 2
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Sen. A & T
2/10/87



A5 marketing study to determine the feasibility of a new product o
0046 process; or (3) a business plan for the development and produc-
0047 tion of a new product or process.

0048 (d) No credit from income tax liabilitv shall be allowed for
0049 cash investment in a local seed capital pool unless: (1) The
0050 amount of private cash investment therein is %%&%&B:—m_o_rc
0051 -whieh-emountis—matched-byfederal-eommunity development
0052 grawts-or-othertocal-governmentsources-ata-ratio-of-one-to two;

0053 and (2) the moneys necessary to administer and operate the pool
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0056  Sec. 2. The provisions of this act shall be applicable to all
0057 taxable years commencing after December 31, 1986.

0058 Sec. 3. This act shall take effect and be in force from and
0059 after its publication in the statute book.
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—74-8306. Certification of Kanses—ven—
—ture—eapital—companies; application; re-
quirements; rules and regulations. (a) The
secretary shall promulgate rules and regu-
lations for making an application for certifi-

Local Geael Cofitcd fba(@,/ J

cation of a Kansas—venture-eapitadloompany
and shall specify the information that must
be submitted at the time of application. Ne

kensas—venture—eapital-eompany-shall-be
-certified_until the seeretary—has—adopted

rules-and-regulations-as-required-in-K:.5:A.

[ocal seed Copind SF’oo( ‘

: 306—-A—eempanylseeking to
be certified as a Kansas—venture—eapital

An QPP("CG it~

-company(must specily the level ol capitali-
zation that the company expects to qualify
for the tax credits provided for in this act.
The application must show that the appli-
cant’s purpose is to encourage and assist in
the creation,-development-and-expansion of
Kansas businesses and to provide maximum
opportunities for the employment of Kan-

loca| sl a0 pool ]

sans by making venturelcapital available to
Kansas businesses, as-describedanddefinmed-

: 08—

(b) The department, through the secre-
tary, shall review the articles of incorpora-
tion or the articles of partnership of each
applicant for certification and the business
history of the applicant and determine that

the capitalization is at least $:5688;000————— | $200,00 ©.

(c) Within 60 days of application, the
secretary shall issue the certification and
notify the department of revenue of such
certification, or shall refuse the certification
and issue an order so providing.

History: L. 1986, ch. 285, § 6; May 29.




74-8308. Same; annual reports; annual
compliance review of each company by
secretary, costs; notice of noncompliance;

decertification; notice of forfeited tax cred-
its. (a) Each qualified Kansas-venture-eapi————-— {oca’ Seecl cp(:{\‘iap Pcpc?ﬁQ.

ompany shall report to the secretary on
an annual basis such information as the’

secretary requires to be submitted to main-
tain certification. As a part of such informa- .
tion, each kenses-venture-capital-eompeany—— ——or ‘O(c | Seed Copr bed @ oo l
shall report the name, address and taxpayer

identification number of each taxpayer who
has invested in such eeampanyland amounts pl POO( —\
invested by each such taxpayer.

(b) The secretary shall provide this in-
formation contained in subsection (a) to the
de(p:)u'hn}elnt of revenuehoxlll an agnual basis.

¢) The secretary_shall conduct an an- :
nual review of each|Kansas—venture-capital loca ‘ seed Cop(w ?oo\

—eompany certified under the program to de-

termine if the Kensas—venture—ecapital-com- el _
—panxlis in compliance with the require- i ,OFOl seel Ca()\*a )000‘

ments of certification, to advise the Kansas

~enture-eapitel-ecompanylas to the certifica-
tion status of its investments, and to ensure
that no investment has been made in viola-

fo—
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tion of the provisions of this act or rules and
regulations promulgated by the department.
The reasonable costs of the annual review
shall be paid by each Kensas-venture-eapital

—eompany laccording to a rteasonable fee
schedule adopted by the secretary. Any
violation shall be grounds for decertifica-
tion under this section.

It the Kansas venture capjtal com-
pany met the fifth year, enth year
and ninth i evels and has

the companies in
ments were made,

ture capj nyestment
in equity of new ventures wim

se for decertification.
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(d%e? In undertaking the annual review
the secretary shall use reasonable and gen-
erally accepted national standards of wen-



ture-eapital-company [practice. If the secre-

tary determines that a eempany:(is not in
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substantial compliance with the require-
ments for continuing 4w certification, the
secretary shall, by written notice, inform the
officers of the -company(and the board of

directors or partners that they will be de-
certified in 120 days from the date of mail-
ing of the notice unless they correct the
deficiencies and are once again in compli-
ance with the requirements for certification.

local soed Copiet pPool

(ed Atthe end of the one hundred twenty
day period, if thel Keansas—venture—eapital
ecompany is still not in substantial compli-
ance, the secretary shall send a notice of
decertification to the company(and to the

\ocaQ Seed) cyf"v{ J {)o(yQ

secretary of the department of revenue.
Decertification of a Ka: i

LPDOQ‘

(i e

nsas-venture—capital
company Ishall cause the forfeiture!of any

right or interest to the tax credit under the
provisions of this act and shall cause the
total amount of tax credit previously
claimed by persons under the program to be

(ocal S(’f’ﬁ (,?J,()'\ 164 670(3Q

d_ue'apd payable with-thatyears-ineome-tax-

(F)& Following each annual examination,
the secretary shall notify the department of
revenue of any i
-panies that are not in compliance with this

. section.

’ The department of revenue g
send wri otice to the addres each

person whose dit has-been forfeited,

using the addresg lasts on the person’s
ast income-taX filing. n\n’\z
~_Histéry: L. 1986, ch. 285, § 8; .

by {n fool
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74-8309. Same; voluntary decertifica-

tion; liability for tax credits claimed. At any e ra (m
time after the end of the seventh year a Qj} cert [ ¢ b
Kansas-venture-capital company|which is in Ny
compliance with this act may voluntarily ocal Seed CO(‘”\W‘9 QMVQ

decertify itself by sending written notice of -~

decertification to the secretary and, in such

case, the investors shall not.be liable for _ S
erayn(lient 50 tt}}lle state of C;fe((la—istei:nh(:%unts | R ICJ
claimed under this act. In-an re-& . o

—Kansas—venture—capitalcompany lwhich is A \O(&\l gec(ﬁ CO»@\ P ,/?
not in compliance with the provisions of e - J
this act, # may voluntarily decertify itself by e e
sending written notice of decertification to The. Cocd ol A, femitlerce
the secretary and by remitting to the secre- M '
tary of the department of revenue full pay-
ment of all tax credits claimed by investors
under its participation in the certification
program, —-———-——-—----

History: L. 1986, ch. 285, §9; May 22.

74.8310. Annual report by secretary; S
contents. (a) The secretary shall report an-
nually to the governor, the legisfl\atclllre, and O,Q
to Kansas, Inc., and to each certified Xansas C e ? 1 Cl” )
venture-capital-eompanyl detailing: o el Sced) Cop (‘)D

(1) The number ofllé&ﬁsas—%ﬁtufe-e&pi-

i ot e, bocnad \axaz- (Puo\\s
l PCM Ao g%

tal-companies;— : v, o
(2) the total tax credit generated; lo cal seodd QQ*Q( fe POC‘Q’P'
(3) the total investments made in|Kansas
venty ) i apies; - T T T I
(4) e total investments in Kansas busi-
_nesses by‘Kansas_yenture.capital_compa- \_—4!0('& Seod CO'PJ"A €0055 ‘
nies; -
(5) an estimate of jobs created or pre- -
served under the program; and L_““ IOCC“O\ §eol Ca(pdcﬂ/ (Po o4
(6) an estimate of the multiplier effect

on the Kansas economy of the program.
(b) Additionally, the secretary shall
evaluate the success of the program in col-
laboration with Kansas, Inc. and the stand-
ing and joint legislative committees on eco-
nomic development, and may include
specific recommendations for legislation.
History: L. 1986, ch. 285, § 10; May 22.

74.8311. State notliable to investors in
Kansas venture capital companies. The
state of Kansas shall not be held liable for

d t i tor i -Kansas .
any damages to an ;r;l;e.:s or in aj ‘ Io(c( ceod C@pdd Q&o[
History: L. 1986, ch. 285, § 11; May 22. .




L8/0T/C
‘uesg

LI %3V

" 13¥Y

plus any applicable carryforward amount.

0016
0017

0018
0019
0020
0021
0022
0023
0O24
0025
0026
0027
0028

Session of 1987
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By Legislative Commission on Kansas Economic Development
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AN ACT relating to income taxation; concerning credits there-
from for investment in local seed capital pools.

Be it enacted by the Legislature of the State of Kansas:
Section 1. (a) There shall be allowed as a credit against the
tax imposed by the Kansas income tax act on the Kansas taxable
income of a taxpayer for cash investment in a local seed capital
pool in an amount equal to 25% of such taxpayer’s cash invest-
ment in any such pool in the taxable year in which such invest-
ment is made and the taxable years tollowing such taxable vear
until the total amount of the credit is used. In any one taxable
year, the amount of such credit allowable for deduction from the
taxpaver’s tax liability shall not exceed 25% of the total amount of
such creditfand,-in-no-easermay-such-amountexeeed-25% vf-the-

- ATTACHMENT 3

0029-—taxpayers-tax-Habilibin-such-year. The amount by which that
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portion of the credit allowed by the preceding sentence to be
claimed in any one taxable year exceeds 25%—ef the taxpayer’s
liability in such year may be carried-backfornot-more-thanthree~

0033 ~taxable—years—or carried forward until the total amount of the
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credit is used.

(h) The total amount of credits allowable pursuant to this
section and credits allowable pursuant to K.S.A. 1986 Supp.
74-8205, 74-8206 and 74-8304 shall be attributable to not more
than $24,000,000 of cash investments in Kansas venture capital
companies, Kansas Venture Capital, Inc. and local seed capital
pools.

(¢) As used in this section, “local seed capital pool” means
money invested in a fund established to provide funding for use
by small businesses for any one or more of the following pur-
poses: (1) Development of a prototype product or process; (2) a
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marketing study to determine the feasibility of a new product or
process; or (3) a business plan for the development and produc-
tion of a new product or process.

(d) No credit from income tax liability shall be allowed for
cash investment in a local seed capital pool unless: (1) The
amount of private cash investment therein is $250,000 or more
which amount is matched by federal community development
grants or other local government sources at a ratio of one to two;
and (2) the moneys necessary to administer and operate the pool
are funded from sources other than the private and public cash
investments. .

Sec. 2. The provisions of this act shall be applicable to all
taxable years commencing after December 31, 1986.

Sec. 3. This act shall take effect and be in force from and
after its publication in the statute book.
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74-82006

STATEWIDE Risk CAPITAL SYSTEM

tal, Inc. are elected by the voting common
stock shareholders in accordance with the
following terms and conditions: ,

(1) Eight are representatives of Kansa
financial institutions. The eight shall repre-
sent a reasonable balance of relative pro-
portion of investment in the common stock
of Kansas Venture Capital, Inc. by Kansas
commercial banks, savings and loan associ-

: ations, insurance companies, and other ap-

propriate financial intermediaries, and shall

" be recognized for outstanding knowledge

and leadership in their fields.

(2) Two shall be venture capitalists or
investment counselors familiar with the
types of investments in which Kansas Ven-

~ ture Capital, Inc. will invest its funds, and

shall be recognized for outstanding knowl-
cdge and leadership in their fields.

(3) Five shall represent the business
sectors of special importance to the Kansas
economy in which Kansas Venture Capital,
Inc. shall be expected to invest its funds,
and shall be recognized for outstanding
knowledge and leadership in their fields.

(h) The board has conducted a national
search and has selected a president for
Kansas Venture Capital, Inc. who meets a
national standard of experience, ability and
initiative for similar chief executive posi-
tions for venture capital corporations in-
vesting high risk equity in firms which meet
the purpose of this act.

History: L. 1986, ch. 332, § 3; May 22.

74.8204. Same; annual report, con-
tents. Kansas Venture Capital, Inc. shall
prepare and publish an annual report of its
activities for the information of the gover-
nor, the joint and standing legislative com-
mittees on economic development, Kansas,
Inc., and the public which shall be made
widely available and shall specifically ac-
count for:

(a) The manner in which the purpose as
described in this act has been carried out by
Kansas Venture Capital, Inc.

(b) The total investments made annually
by Kansas Venture Capital, Inc. in Kansas
businesses.

(c) An estimate of jobs created and jobs
preserved by investments by Kansas Ven-
ture Capital, Inc. in Kansas businesses.

(d) An estimate of the multiplier effect
on the Kansas economy of investments by

A avaE-S—taX abhilitein suchvear The
Y OF-b—et S+ - Ch Ak HE

Kansas Venture Capital, Inc. in Kansas
businesses. : .

(e) An analysis of the targeting of scarce
resources by Kansas Venture Capital, Inc.
by size, sector and location to enterprises of

particular need and opportunity.
History: L. 1986, ch. 3392, § 4; May 22.

74.8205. Tax credits for investment in
stock of Kansas Venture Capital, Inc. by
banks, savings and loan associations and
insurance companies; taxable years appli-
cable. (a) Except as otherwise provided in
K.S.A. 1986 Supp. 74-8207, every national
banking association, state bank, savings and
loan association or insurance company in-
vesting in stock issued by Kansas Venture
Capital, Inc. shall be entitled to a credit in
an amount equal to 25% of the total amount
invested in such stock against the tax liabil-
ity imposed against such taxpayer pursuant
to K.S.A. 79-1106 to 79-1116, inclusive, and
amendments thereto or 40-2801, and
amendments thereto, as the case requires.
In any one taxable year, the amount of such
credit allowable for deduction from the tax-
payer’s tax liability shall not exceed 25% of

the total amount of such creditfandin-no
Wmow&-@x@eed;).%of—th%
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somountofany romaining unused creditanas
had 7

bo carried Fnr\xlnrr] until the total amount of.

i The amount by which

that portion of the credit allowed by this

section to be claimed in any one taxable

year exceeds the taxpayer’s tax lia-

bility in such year may be i d

orcarried

forward until the total amount of the credit
is used.

(b) The provisions of this section shall
be applicable to investments made in all
taxable years commencing after December
31, 1985, and prior to January 1, 1993.

History: L. 1986, ch. 332, § 10; May 22.

74-8206. Income tax credits for invest-
ment in stock of Kansas Venture Capital,
Inc.; tax years applicable. (a) Except as oth-
erwise provided in K.S.A. 1986 Supp. 74-
8207, every taxpayer investing in stock is-
sued by Kansas Venture Capital, Inc. shall
be entitled to credit in an amount equal to
95% ‘of the total amount invested in such
stock against the income tax liability im-

nlus any applicable carryforward amunt.




plus any applicable carryforward amount.

74-8207

STATE BOARDS, COMMISSIONS AND AUTHORITIES

posed against such taxpayer pursuant to ar-
ticle 32 of chapter 79 of the Kansas Statutes
Annotated. In any one taxable year, the

amount of such credit allowable for deduc--

tion from the taxpayer’s tax liability shall
not exceed 25% of the total amount of such

" credit,land—in—ne—e

amount by which that portion of the credit
allowed by this section to be claimed in any
one taxable year exceeds-26%—ef the tax-
payer’s tax liability in such year may be
carried-back-fornot-mere-than-three-taxable
years or carried forward until the total
amount of the credit is used.

(b) No taxpayer claiming a credit under
this section for investing in stock issued by
Kansas Venture Capital, Inc. shall be eligi-
ble to claim a credit for the same investment
under the provisions of K.S.A. 1986 Supp.
74-8301 to 74-8311, inclusive,

(c) The provisions of this section shall
be applicable to all taxable years commenc-
ing after December 31, 1985, and prior to
January 1, 1993,

History: L. 1986, ch. 332, § 11; May 22.

74-8207. Limitation on tax credits. The
secretary of revenue may allow credits pur-
suant to K.S.A. 1986 Supp. 74-8205 and 74-
8206 that are attributable to not more than
$10,000,000 of investment in Kansas Ven-
ture Capital, Inc.

History: L. 1986, ch. 332, § 12; May 22.

74-8208. State not liable to investors in
Kansas Venture Capital, Inc. The state of
Kansas may not be held liable for any dam-
ages to an investor in Kansas Venture Capi-
tal, Inc.

History: L. 1986, ch. 332, § 14; May 22.

74-8209. Audit by legislative division
of post audit, Kansas Venture Capital, Inc.
shall be subject to an audit by the legislative
division of post audit. ’ ,

History: L. 1986, ch. 332, § 15; May 22.

74-8210. Severability of ‘act. If any
provision of this act or the application
thereof to any person or circumstancéy”is
held invalid, the invalidity shall not afféct
other provisions or applications of the act
which can be given effect without the in-

valid provision or application, and to this
end the provisions of this act are severable.
History: L. 1986, ch. 332, § 17; May 2°
Revisor's Note:
For list of sections in this act, see Table of Sections
in Constitutions Volume.

Article 83.—KANSAS VENTURE
CAPITAL COMPANY ACT

74-8301. Citation of act, The provi-
sions of this act shall be cited as the “Kansas
venture capital company act.”

History: L. 1986, ch. 285, § 1; May 22,

74-8302. Purpose of act. The purpose
of the Kansas venture capital company act is
to facilitate the formation of private venture
capital companies that meet generally ac-
cepted national standards for private ven-
ture capital companies, and that make eq-
uity investments in the creation and
expansion of Kansas businesses which are
job and wealth creating enterprises by
granting tax credits against the Kansas in-
come tax liability of taxpayers investing in
such Kansas venture capital companies.

History: L. 1986, ch. 285, § 2; May 22.

74-8303. Definitions. For the purposes
of this act, the following terms shall have
the meanings provided herein, unless the
context clearly indicates otherwise:

(a) “Department” means the depart-
ment of commerce,

(b) “Equity” means all forms of equity
such as common stock, preferred stock with
or without voting rights and without regard
to seniority of equity position, forms of sub-
ordinate or convertible debt, or both, with
warrants or other means of equity conver-
sion attached, or any other means of financ-

ing which meet generally accepted national .
standards for venture capital investment in’

the United States. o

(c) “Kansas business” means any small
business owned by a Kansas resident, any
partnership, association or
domiciled in Kansas, or any corporation,

even if a wholly owned subsidiary of a. .
foreign corporation, that does business pri-"..
- marily in Kansas or does substantially all ~¢ *

its production in Kansas.

(d) “Kansas venture capital company”
means any for-profit partnership or corpora-
tion that has as its primary business activity

corporation
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Session of 1987

SENATE BILL No. 68

By Legislative Commission on Kansas Economic Development

1-23

AN ACT relating to income taxation; concerning research and
development activity expenditure credits; amending K.S.A.
1986 Supp. 79-32,182 and repealing the existing section.

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

Section 1. K.S.A. 1986 Supp. 79-32,182 is hereby amended to
read as follows: 79-32,182. (a) For any taxable year commencing
after December 31, 1986, and before January 1, 1988, a credit |

shall be allowed against the tax imposed by the Kansas income
tax act on the Kansas taxable income of a taxpayer for expendi-
tures in research and development activities conducted within
this state in an amount equal to 6 2% of the amount by which the
amount invested in expended for such activities in the taxable
year of the taxpayer exceeds the taxpayer’s average of the actual
expenditures for such purposes made in such taxable year and
the next preceding taxable year.

(b) For any taxable year commencing after December 31,
1987, and before January 1, 1994, a credit shall be allowed
against the tax imposed by the Kansas income tax act on the
Kansas taxable income of a taxpayer for expenditures in research
and development activities conducted within this state in an
amount equal to 612% of the amount by which the amount
invested in expended for such activities in the taxable year of the
taxpayer exceeds the taxpayer’s average of the actual expendi-
tures for such purposes made in such taxable year and the next

‘preceding two taxable years.

(c) In any one taxable year, the amount of such credit allow-
able for deduction from the taxpayer’s tax liability shall not
exceed 25% of the total amount of such creditjandin-no—case
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0045%}6}:}.%.Ihg_amgunx_g£.welnalulﬂg upused-eredit-m Y
0046 —enrried-forward-until- the-total- amount-efthe-eredit-is-used: The

0047 amount by which that portion of the credit allowed by subsec-
0048 tions (a) and (b) to be claimed in any one taxable year exceeds
0049 25%-of-the taxpayer’s tax liability in such year may be-earried—
0050 -back{ornotanere-than-threeyears—or carried forward until the

0051 total amount of the credit is used.

0052 (d) As used in this section, the term “expenditures in re-
0053 search and development activities” means expenditures made
0054 for such purposes, other than expenditures of moneys made
0055 available to the taxpayer pursuant to federal or state law, which
0056 are treated as expenses allowable for deduction under the pro-
0057 visions of the federal internal revenue code of 1954 1986, and
0058 amendments thereto.

0059  Sec. 2. K.S.A. 1986 Supp. 79-32,182 is hereby repealed.
0060  Sec. 3. This act shall take effect and be in force from and
0061 alter its publication in the statute book.
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tal, Inc. are elected by the voting common
st % shareholders in accordance with the
fo wing terms and conditions:

(1) Eight are representatives of Kansas

" financial institutions. The eight shall repre-

ARt

sent a reasonable balance of relative pro-
portion of investment in the common stock
of Kansas Venture Capital, Inc. by Kansas
commercial banks, savings and loan associ-
ations, insurance companies, and other ap-
propriate financial intermediaries, and shall
be recognized for outstanding knowledge

* and leadership in their fields.

(2) Two shall be venture capitalists or
investment counselors familiar with the
types of investments in which Kansas Ven-
ture Capital, Inc. will invest its funds, and
shall be recognized for outstanding knowl-

i edge and leadership in their fields.

(3) Five shall represent the business

~ sectors of special importance to the Kansas

economy in which Kansas Venture Capital,
Inc. shall be expected to invest its funds,
and shall be recognized for outstanding
knowledge and leadership in their fields,

(h) The board has conducted a national
search and has selected a president for
Kansas Venture Capital, Inc. who meets a
national standard of experience, ability and
initiative for similar chief executive posi-
tions for venture capital corporations in-
vesting high risk equity in firms which meet
the purpose of this act.

History: L. 1986, ch. 332, § 3; May 22.

74.8204. Same; annual report, con-
tents. Kansas Venture Capital, Inc. shall
prepare and publish an annual report of its
activities for the information of the gover-
nor, the joint and standing legislative com-
mittees on economic development, Kansas,
Inc., and the public which shall be made
widely available and shall specifically ac-
count for:

(a) The manner in which the purpose as
described in this act has been carried out by
Kansas Venture Capital, Inc.

(b) The total investments made annually
by Kansas Venture Capital, Inc. in Kansas
businesses.

¢) An estimate of jobs created and jobs
preserved by investments by Kansas Ven-
ture Capital, Inc. in Kansas businesses,

(d) An estimate of the multiplier effect
on the Kansas economy of investments by

Kansas Venture Capital, Inc. in Kansas
businesses. - . o

(e) An analysis of the targeting of scarce
resources by Kansas Venture Capital, Inc.
by size, sector and location to enterprises of
particular need and opportunity.

History: L. 1986, ch. 332, § 4; May 22.

74.8205. Tax credits for investment in
stock of Kansas Venture Capital, Inc. by
banks, savings and loan associations and
insurance companies; taxable years appli-
cable. (a) Except as otherwise provided in
K.S.A. 1086 Supp. 74-8207, every national
banking association, state bank, savings and
loan association or insurance company in-
vesting in stock issued by Kansas Venture
Capital, Inc. shall be entitled to a credit in
an amount equal to 25% of the total amount
invested in such stock against the tax liabil-
ity imposed against such taxpayer pursuant
to K.S.A. 79-1106 to 79-1116, inclusive, and
amendments thereto or 40-2801, and
amendments thereto, as the case requires.
In any one taxable year, the amount of such
credit allowable for deduction from the tax-
payer’s tax liability shall not exceed 25% of

the total amount of such creditfand-in-no

—Gase.may—swh.amomexcgeMS%—of—the

) '3:nnnnfn£nn\l remaining unused credit may

7 O
.}‘.“3 carried forward until the total.amount of.

; The amount by which
that portion of the credit allowed by this
section to be claimed in any one taxable
year exceeds the taxpayer’s tax lia-
bility in such year may be i

or-carried
forward until the total amount of the credit
is used.

(b) The provisions of this section shall
be applicable to investments made in all
taxable years commencing after December
31, 1985, and prior to January 1, 1993,

History: L. 1986, ch. 332, § 10; May 22,

74.8206. Income tax credits for invest-
ment in stock of Kansas Venture Capital,
Inc.; tax years applicable. (a) Except as oth-
erwise provided in K.S.A. 1986 Supp. 74-
8207, every taxpayer investing in stock is-
sued by Kansas Venture Capital, Inc. shall
be entitled to credit in an amount equal to
25% ‘of the total amount invested in such
stock against the income tax liability im-

Blus any applicable carryforward amount.



plus any applicable carryforward amount.
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posed against such taxpayer pursuant to ar-
ticle 32 of chapter 79 of the Kansas Statutes
Annotated. In any one taxable year, the
amount of such credit allowable for deduc--
tion from the taxpayer’s tax liability shall-
not exceed 25% of the total amount of such

_ credit;

exceed 25% of the tnypgvpr’c tax liahility in
: 13 .
such 5383" 1I.|h8 amleunt of ‘;“g ;emz}umxll‘g]
the-total-amount-ofthe-credit-is used. The
amount by which that portion of the credit
allowed by this section to be claimed in any
one taxable year exceeds the tax-
payer’s tax liability in such year may be
carried-back-fornot-more-than-three-taxable
years or carried forward until the total
amount of the credit is used.

(b) No taxpayer claiming a credit under
this section for investing in stock issued by
Kansas Venture Capital, Inc. shall be eligi-
ble to claim a credit for the same investment
under the provisions of K.S.A. 1986 Supp.
74-8301 to 74-8311, inclusive.

(c) The provisions of this section shall
be applicable to all taxable years commenc-
ing after December 31, 1985, and prior to
January 1, 1993.

History: L. 1986, ch. 332, § 11; May 22.

74.8207. Limitation on tax credits. The
secretary of revenue may allow credits pur-
suant to K.S.A. 1986 Supp. 74-8205 and 74-
8206 that are attributable to not more than
$10,000,000 of investment in Kansas Ven-
ture Capital, Inc.

History: L. 1986, ch. 332, § 12; May 22.

74-8208. State not liable to investors in
Kansas Venture Capital, Inc. The state of
Kansas may not be held liable for any dam-
ages to an investor in Kansas Venture Capi-
tal, Inc.

History: L. 1986, ch. 332, § 14; May 22.

74-8209. Audit by legislative division
of post audit. Kansas Venture Capital, Inc.
shall be subject to an audit by the legislative
division of post audit. .

History: L. 1986, ch. 332, § 15; May 22.

74-8210. Severability of ‘act. If any
provision of this act or the application
thereof to any person or circumstancey‘is
held invalid, the invalidity shall not afféct
other provisions or applications of the act
which can be given effect without the in-

valid provision or application, and to this
end the provisions of this act are severable.

History: L. 1986, ch. 332, § 17; May 22.
Revisor's Note: ~* ‘

For list of sections in this act, see Table of Sections
in Constitutions Volume, .

Article 83.—KANSAS VENTURE
CAPITAL COMPANY ACT

74-8301. Citation of act. The provi-
sions of this act shall be cited as the “Kansas
venture capital company act.”

History: L. 1986, ch. 285, § 1; May 22.

74-8302. Purpose of act. The purpose
of the Kansas venture capital company act is
to facilitate the formation of private venture
capital companies that meet generally ac-
cepted national standards for private ven-
ture capital companies, and that make eq-
uity investments in the creation and
expansion of Kansas businesses which are
job and wealth creating enterprises by
granting tax credits against the Kansas in-
come tax liability of taxpayers investing in
such Kansas venture capital companies.

History: L. 1986, ch. 285, § 2; May 22.

74-8303. Definitions. For the purposes
of this act, the following terms shall have
the meanings provided herein, unless the
context clearly indicates otherwise:

(a) “Department” means the depart-
ment of commerce.

(b) “Equity” means all forms of equity
such as common stock, preferred stock with
or without voting rights and without regard
to seniority of equity position, forms of sub-
ordinate or convertible debt, or both, with
warrants or other means of equity conver-
sion attached, or any other means of financ-
ing which meet generally accepted national
standards for venture capital investment in
the United States. ' s

(c) ‘“Kansas business” means any small
business owned by a Kansas resident, any -
partnership, association or corporation
domiciled in Kansas, or any corporation,
even if a wholly owned subsidiary of a -
foreign corporation, that does business pri-'.-
marily in Kansas or does substantially all of
its production in Kansas. -

(d) “Kansas venture capital company” -
means any for-profit partnership or corpora-
tion that has as its primary business activity






