Approved February 19, 1987
Date

MINUTES OF THE _Senate COMMITTEE ON Assessment and Taxation

The meeting was called to order by Senator Fred A, Kerr at
Chairperson

11:00  3m./F¥Xon February 18 187 in room _519-5 _ 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:

Mark Burghart, Department of Revenue Legal Services

Chairman Kerr called the meeting to order and said that the agenda for the
day was to finish the discussion from the previous day on a bill introduction

on local property tax abatement constitutional amendment issue. He said
there would then be possible action on previously heard bills.

COMMITTEE DISCUSSION

The issues of transfer of ownership, abatements for farm corporations and the
effects of school district wealth were discussed. Concerns about all three
issues were expressed but the committee decided not to include these items

in the bill introduction. Therefore, the bill to be brought back to the
committee for introduction will include the three items agreed to on

February 17, namely, the public hearing issue, the jurisdiction guestion and
the Board of Tax Appeals role.

SENATE BILL 76

Senate Bill 76 requested for introduction by Senator Thiessen, pertains to the
interest rate charged on late tax payments. As introduced, the bill would
lower the rate from 18% to 12% rate.

Mark Burghart of the Department of Revenue gave explanation of three amend-
ments suggested by the Department. (See Attachment 1)

He explained that the amendments would provide that the secretary determine
the average prime interest rate for the three month period ending November 30
of the preceding year, and that three percentage points would then be added

to the prime rate to determine the interest rate in the bill. He said that if
such a provision were in effect now that the interest rate for 1987 would be
10%. The suggested amendment further would provide that the rate that the
state pays on rebates, currently 12%, would become the rate that the state
makes on idle funds each year. If such an amendment were in effect now, the
1987 rate would be 6%. Finally, the Department's suggestions would be that
the penalty section of KSA 79-32,107 would continue to be 18%.

Senator Karr moved to adopt the amendments offered by the Department (in
attachment 1) plus a similar amendment for inheritance tax collections.
Senator Thiessen seconded the motion. The motion carried.

Senator Thiessen moved that S.B. 76 be recommended favorably for passage
as amended. Senator Karr seconded. Motion carried.

SENATE BILIL 48

Senate Bill 48 is designed to require that non-residents who own mineral
interests in Kansas pay Kansas income taxes.

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.
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CONTINUATION SHEET

MINUTES OF THE Senate COMMITTEE ON Assessment and Taxation

room 212-S  Statehouse, at11:00 a4 m./p%f on February 18 19.87

Mark Burghart explained amendments suggested by the Department of Revenue,
(see Attachment 2.). Senator Thiessen moved that the first amendment, of
Attachment 2°, pertaining to the notification procedure, be adopted. Senator
Allen seconded. The motion carried.

Senator Karr moved to adopt the second amendment of Attachment 2. pertaining
to the 15 day limit that a taxpayer has to reguest a hearing of the director
after receiving notification of delinguent income tax, or failure to file

an income tax return as required by law. Senator Burke seconded. Motion

carried.

There was committee discussion found on the penalty provision found on page
3 of the bill. Senator Allen moved to change the penalty rate from $100
to $50. Senator Thiessen seconded. The motion carried.

Senator Burke moved that S.B. 48 be recommended favorably for passage as
amended. Senator Montgomery seconded. The motion carried.

Senator Burke made a motion to introduce a bill that will exempt from
Kansas income tax, interest income received from bonds issued by the state
or political subdivisions thereof. Senator Hayden seconded. The motion
carried.

Senator Karr made the motion to accept the minutes of February 17, 1987
meeting. Senator Salisbury seconded. Motion carried.

Meeting adjourned.
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Session of 1987

SENATE BILL No. 76

By Committee on Assessment and Taxation

1-23

0017 AN ACT relating to taxation; concerning the rate of interest upon
0018  delinquent or unpaid taxes; amending K.S.A. 79-2968 and
0019  repealing the existing section.

0020 Be it enacted by the Legislature of the State of Kansas:

0021 Section 1. K.S.A. 79-2968 is hereby amended to read as fol-

0022 lows: 79-2968. Except as otherwise specifically provided by law,

0023 whenever interest is charged under any law of this state upon

0024 any delinquent or unpaid taxes levied or imposed by the state of

0025 Kansas or any taxing subdivision thereof the rate thereof shall ber -=--~-----

OAE

0026—{a)-One-and-ene-halt-pereent-per month-if computed-monthly;

-poeT—and—{b)r-eighteen—twelve—pereent-pei—anhiin il computed—an-
L0028 nually.

0029 Sec. 2. K.S.A. 79-2968 is hereby repealed.

0030 Sec. 3. This act shall take effect and be in force from and
0031 after its publication in the statute book.

established by the secretary of revenue as provided in this section.

By January 1, 1988 and January 1, of each year thereafter, the
secretary shall determine the average prime interest rate for the
?hree month period ending November 30 of the preceding year. The
1n§erest rate imposed under this section shall be 3 percentage
points greater than the average rate as determined by the secretary.
Such interest rate shall become effective January 1 of the immediately
succeeding calendar year, except for taxes payable under the Kansas
income tax act in which case the interest rate shall become effective
January 15 of the immediately succeeding calendar year. The interest
rate determined under this section shall be rounded to the nearest
full percent. The secretary shall cause to be published in the
Kansas Register on or before January 1, 1988 and January 1 of each
year thereafter, the interest rate to be imposed for such year.

—— ATTACHMENT 1

Att.
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79-32,105. Withholding tax; moneys
paid to state treasurer; income tax refund
fund; refunds, payment; interest, computa-
tion. (a) The director shall pay to the trea-
surer of the state daily the entire amount
collected during the preceding day, under
the provisions of this act and from the in-
come tax imposed upon individuals, corpo-
rations, estates or trusts pursuant to the
“Kansas income tax act” less amounts with-
held as provided in subsection (b), which
amounts shall be credited to the state gen-
eral fund.

(b) A revolving fund, designated as “in-
come tax refund fund’ not to exceed
$4,000,000 shall be set apart and maintained
by the director from income tax collections,
withholding tax collections, and estimated
tax collections and held by the state trea-
surer for prompt payment of all income tax
refunds and for the payment of interest as
provided in subsection (e). The fund shall
be in such amount, within the limit set by
this section, as the director determines is
necessary to meet current refunding re-
quirements under this act.

(¢) Ifthe director discovers from the ex-
amination of the return, or upon claim duly
filed by the taxpayer or upon final judgment
of the court that the income tax, withholding
tax, declaration of estimated tax or any pen-
alty or interest paid by or credited to any
taxpayer is in excess of the amount legally
due, the director shall certify to the director
of accounts and reports the name of the
taxpayer, the amount of refund and such
other information as the director may re-
quire. Upon receipt of such certification the
director of accounts and reports shall issue a
warrant on the state treasurer for the pay-
ment to the taxpayer out of the fund pro-
vided in subsection (b), except that no re-
fund shall be made for a sum less than $5,
but such amount may be claimed by the
taxpayer as a credit against the taxpayer’s
tax liability in the taxpayer’s next succeed-
ing taxable year.

(d) When a resident taxpayer dies, and
the director determines that.a refund is due
the claimant not in excess of $100, the di-
rector shall certify to the director of ac-
counts and reports the name and address of

the claimant entitled to the refund and the
amount of the refund. A refund may be
made upon a claim duly made on behalf of
the estate of the deceased or in the absence
of any such claim upon a claim by a surviv-
ing spouse and if none upon the claim by
any heir at law. Upon receipt of such cer-
tification the director of accounts and re-
ports shall issue a warrant on the state trca-
surer for the payment to the claimant out of
the fund provided in subsection (b).
(e) Interest shall be allowed and paid at
< upon any over-
payment of the income tax imposed upon
individuals, corporations, estates or trusts

pursuant to the Kansas income tax act,--~=----

For the purposes of this subsection:

(1) Any return filed before the last day
prescribed for the filing thereof shall be
considered as filed on such last day, deter-
mined without regard to any extension of
time granted the taxpayer;

(2) any tax paid by the taxpayer before
the last day prescribed for its payment, any
income tax withheld from the taxpayer dur-
ing any calendar year and any amount paid
by the taxpayer as estimated income tax for
a taxable year shall be deemed to have been
paid on the last day prescribed for filing the
return for the taxable year to which such
amount constitutes a credit or payment, de-
termined without regard to any extension of
time granted the taxpayer;

(3) if any overpayment of tax results
from a carryback of a net operating loss or
net capital loss, such overpayment shall be
deemed not to have been made prior to the
close of the taxable year in which such net
operating loss or net capital loss arises. For
purposes of this paragraph, the return for
the loss year shall not be deemed to be filed
before claim for such overpayment is filed;

(4) in the case of a credit, interest shall
be allowed and paid from the date of the
overpayment to the due date of the amount
against which the credit is taken, except that
if any overpayment of income tax is claimed
as a credit against estimated tax for the suc-
ceeding taxable year, such amount shall be
considered as a payment of the income tax
for the succeeding taxable year, whether or
not claimed as a credit in the return of
estimated tax for such succeeding taxable
year, and no interest shall be allowed or
paid in such overpayment for the taxable
vear in which the overmavment arises;

at the rate established by the secretary of revenue in
this section.

By January 1, 1988 and January 1 of each year there-
after, the secretary shall determine the average rate
of return on state moneys available for inactive accounts
deposited in time deposit, open accounts by the pooled
money investment board for the three month period ending
November 30 of the preceding year. The interest rate
provided by this section shall be 100% of the average
rate as determined by the secretary. Such interest rate
shall become effective January 1 of the immediately suc-
ceeding calendar year. The interest rate determined
under this section shall be rounded to the nearest full
percent. The secretary shall cause to be published in
the Kansas Register on or before January 1, 1988 and
January 1 of each year thereafter, the interest rate
on overpayments to be applied in such year.




rate of 18% per annum

or any agency or instrumentality thereot,
the return of the amount deducted and
withheld upon any wages may be made by
any officer or employece of the United States
or of such agency or instrumentality, as the
case may be, having control of the payment
of such wages, or appropriately designated
for that purpose. Such withholding shall, in
accordance with 5 U.S.C. 84c, be exempt
from penalties otherwise provided by law
for noncompliance with this act.

(¢)  In case a fiduciary, agent, or other
person has the control, receipt, custody or
disposal of, or pays the wages of an em-
ployee or group of employees, employed by
one or more employers, the director, under
rules and regulations of the secretary of
revenue, is authorized to designate such
fiduciary, agent, or other person to perform
such acts as are required of employers
under this act and as the director may spec-
ify. Except as may be otherwise prescribed
by the director, all provisions of law (in-
cluding penalties) applicable in respect of
any employer shall be applicable to a fidu-
ciary, agent, or other person so designated,
but, except as so provided, the employer for
whom such fiduciary, agent, or other per-
sons acts shall remain subject to the provi-
sions of law (including penalties) applicable
in respect of employers.

History: L. 1965, ch. 525, § 13; L.. 1972,
ch. 342, § 103; July 1.

79-32,107. Penalties and interest for
noncompliance; when same not imposed for
underpayments; failure of employer to de-
duct and withhold; failure to collect, ac-
count for and pay tax; attempts to evade or
defeat tax. (a) All penalties and interest
prescribed by K.S.A. 79-3228, and amend-
ments thereto, for noncompliance with the
income tax laws of Kansas shall be applica-
ble for noncompliance with the provisions
of the Kansas withholding and declaration
of estimated tax act relating to withholding
tax which shall be enforced in the same
manner as the “Kansas income tax act.” A

penalty at_the)same—rate—peranpum—pre—

y

s-shall be applied
and added to a taxpayer’s amount of under-
payment of estimated tax due from the date
the estimated tax payment was due until the
same is paid or until the 15th day of the

tourth month tollowing the close ot the tax-
able year for which such estimated tax is a
credit, whichever date is earlier, but such
penalty shall not be added if the total
amount thereof does not exceed $1. For
purposes of this subsection, the amount of
underpayment of estimated tax shall be the.
excess of the amount of the installment
which would be required to be paid if the
estimated tax were equal to 80% of the tax
shown on the return for the taxable vear or,
if no return was filed, 80% of the tax for such
year, over the amount, if any, of the install-
ment paid on or before the last date pre-
scribed for payment. Amounts due from any
employer on account of withholding or from
any taxpayer for estimated tax may be col-
lected by the director in the manner pro-
vided for the collection of state income tax
in K.S.A. 79-3235, and amendments thereto.

(b) No penalty or interest shall be im-
posed upon any individual with respect to
any underpayment of any installment if the
total amount of all payments of estimated
tax made on or before the last date pre-
scribed for the payment of such installment
equals or exceeds the amount which would
have been required to be paid on or before
such date if the estimated tax were which-
ever of the following is the least:

(1) The tax shown on the return of the
individual for the preceding taxable vear, if
areturn showing a liability for tax was filed
by the individual for the preceding taxable
year and such preceding vear was a taxable
year of 12 months;

(2) an amount equal to 6623%, in the
case of individuals referred to in K.S.A. 79-
32,102 (b), and amendments thereto, and
80%, in the case of all other individuals, of
the tax for the taxable year computed by
placing on an annualized basis, pursuant to
rules and regulations adopted by the secre-
tary of revenue, the taxable income for the
months in the taxable year ending before
the month in which the installment is re-
quired to be made; ‘

3) an amount equal to 90% of the tax
computed, at the rates applicable to the
taxable year, on the basis of the actual tax-
able income for the months in the taxable
year ending before the month in which the
installment is required to be paid as if such
ionths constituted the taxable year; or
~(4) an amount equal to the tax com-

Lputed, at the rates applicable to the taxable
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Session of 1987

SENATE BILL No. 48
By Senator Ehrlich

1-15

AN ACT relating to income taxation; requiring the submission of
mineral production payment reports; requiring the withhold-
ing of mineral production payments in certain cases and
prescribing procedures therefor.

Be it enacted by the Legislature of the State of Kansas:
Section 1. (a) In addition to the reporting requirement pre-
scribed by K.S.A. 79-3222, and amendments thereto, complete
reports shall be required to be filed with the director of taxation
for all oil, gas or mining production payments paid or payable
during any year to any person or entity subject to taxation under

the Kansas income tax act.|The director may require any person
or entity making such production payments to report the total
production payments made to any person during any calendar
year, in addition to any other information necessary to calculate
Kansas income tax upon such production payments. The director
may require such reports from any person or entity making
production payments for any time period prior to the effective
date of this act based on payment records that such person or
entity is required to maintain by state or federal law. For pur-
poses of this section, the term “production payment” means
payments of proceeds generated from mineral interests in this
state including, but not limited to, a lease bonus, delay rental,
royalty and working interest payment and overriding royalty
interest payment.

(b) The director is authorized and empowered to issue orders
to withhold all production payments to any person upon a de-
termination that the person has failed to file a state income tax
return as required by law reporting production payment income
or has failed to pay state income tax. The order to withhold

Such reports shall be filed at or before the time

the information returns prescribed by K.S.A. 79-3222
are required to be filed with the director.

— ATTACHMENT 2

Att.

Sen. A & T
2/18/87
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production payments shall be directed to the person or entity
making production payments and shall apply to all production
payments that the person named within such order is entitled to
until the return is filed and the income tax, penalty and interest
are paid. Release of the order to withhold shall be mailed by the
director to the person or entity withholding production payments
upon the filing of the return and payment of the tax, penalty and
interest by the person named within such order or upon payment
of the tax, penalty and interest by the person or entity withhold-
ing the production payment.

(c) Upon receipt of the order of the director to withhold
production payments, the person or entity making production
payments, within 30 days of receiving such order, shall:

(1) Withhold payments for all production of the person
named within such order until such order is released by the
director:

(2)  hold in suspense all production payments subject to such
order to withhold; and

(3) in the case of established delinquent income tax, upon
receiving such order from the director of such established de-
linquency, pay the tax, penalty and interest out of the withheld
production payments and receipt such tax payment to the tax-
payer in lieu of cash in settlement for such production.

The order to withhold shall apply to production payments in
any case where a successor person or entity is required to make
production payments and to production payments of subsequent
production of minerals in this state. Any person or corporation
that withholds production payments or pays same to the director
pursuant to such order is hereby relieved of all liability for such
acts.

(d) The director shall mail notice to each delinquent taxpayer
at the last known address reported by the person or entity
making production payments atdeast-20.days prior to issuance of
an order to withhold production payments. The notice shall
contain a statement that the taxpayer has failed to file an income
tax return as required by law or has failed to pay delinquent
income tax.[An order to withhold production payments may be

TWithin 15 days after the mailing of such notice the taxpayer
may request a hearing of the director relating to taxpayer's
failure to file an income tax return as required by law or
failure to pay delinquent income tax. Based on the evidence
presented at such hearing, the director shall make a final
determination and shall notify the taxpayer of such decision.
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issued by the director for collection of any delinquent income
tax, penalty and interest owed by the taxpayer entitled to pro-
duction payments.

{¢) Any person or entity making production payments who
refuses or fails to file the reports required by this section, in the
manner and at the time prescribed by the director, shall be

subject to a penalty in the amount of -$+86-for each ey such

0090 Fepertis-delinguent. Any person or entity making production

0091
0092
0093
0094
0095

payments who refuses to withhold payments shall be subjectto a
penalty in the amount of $100 for each payment made which was
ordered to be withheld.

Sec. 2. This act shall take effect and be in force from and
after its publication in the statute book.

$50
refusal or fagilure





