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Date
’ MINUTES OF THE __HOUSE  COMMITTEE ON ECONOMIC DEVELOPMENT
The meeting was called to order by Phil Kline e at
3:39 XXX /p.m. on Thursday, March 3 , 1988 in room _423=5  of the Capitol.

All members were present except: Representatives Mainey and Barkis. - Excused.

Committee staff present:

Jim Wilson, Revisor

Lynn Holt, Research

Elaine Johnson, Secretary -

Conferees appearing before the committee:
None
Chairman Kline called the meeting to order and recognized Jim Wilson.

Jim Wilson explained the amendments to S.B. 472 that will be offered on
the floor. (Attachment 1).

Jim Wilson proceeded by pointing out the amendments to H.B. 2515 (Attach-
ment 2) to the committee. After discussion of the amendments Representa-
tive Chronister moved to accept the amendments, and Representative Aylward
seconded. Motion carried.

Jim Wilson then explained the amendments to H.B. 3070 (Attachment 3) and
the need for these amendments and the new section 7. After discussion of
the amendments Representative Leach moved to accept the amendments, and
Representative Chronister seconded. Motion carried.

Representative Leach moved to pass H.B. 3070 as amended, Representative
Teagarden seconded. Motion carried.

Meeting adjourned at 4:33 p.m. /
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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 _J‘_



FAS472kl

STATE OF KANSAS

HOUSE OF REPRESENTATIVES

MR. CHAIRMAN:

I move to amend SENATE BILL NO. 472, As Amended by Senate
Committee, On page 1, in 1line 23, by striking fthis act" and
inserting in lieu thereof "sections 1 through 9";

On page 2, in line 58, by striking "this act" and inserting
in lieu thereof "sections 1 through 9"; in line 67, by striking
"this act"” and inserting in lieu thereof "sections 1 through 97";

On page 3, in line 83, by striking "this act" and inserting
in lieu thereof "sections 1 through 9"; in line 86, by striking
"this act"” and inserting in lieu thereof "sections 1 through 9%;
in line 111, by striking ;Except for™; by striking all in lines
112, 113 and 114; in line 115, by striking "lature.”; in line
119, by striking "this";

On page 4, in line 120, by striking "act"™ and inserting in
lieu thereof "sections 1 throdgh g":; in line 133, by striking
"this act" and inserting in lieu thereof "sections 1 through 9%;
in line 141, by striking "this act" and inserting in lieu thereof
"sections 1 through 9";

Oon page 5, in line 179, by striking "this act" and inserting
in lieu thereof "sections 1 through 97;

On page 6, in line 201, by striking "this act™ and inserting
in lieu thereof "sections 1 through 9"; in line 203, by striking
"this act" and inserting in lieu thereof "such statutes”; in line
215, by striking "this act" and inserting in lieu thereof
"sections 1 through 9"; in line 223, by striking "this act” and
inserting in lieu thereof "sections 1 through 9";

On page 7, in line 243, by striking the comma; in line 248,
by striking the comma; in line 249, by striking "this"; in line
250, by striking "act" and inserting in lieu thereof "sections 1
through 9"; in line 254, by striking "this act" and inserting in
lieu thereof "sections 1 through 9"; in 1line 257, by striking
"this act" and inserting in lieu thereof "sections 1 through 9";

following line 264, by inserting the following sections to read
3 A
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as follows:

"Sec. 9. The activities of the department of health and
environment in administering and performing the powers, duties
and functions prescribed by the provisions of sections 1 through
9 and providing for the payment of the matching grant
requirements under the federal act from the proceeds of revenue
bonds issued for such purpose by the Kansas development finance
authority are hereby approved for the purposes of subsection (b)
of K.S.A. 1987 Supp. 74-8905 and amendments thereto and the
authorization of the issuance of such bonds by the Kansas
development finance authority in accordance with that statute.
The provisions of subsection (a) of K.S.A. 1987 Supp. 74-8905
and amendments thereto shall not prohibit the issuance of bonds
for such purposes when so authorized and any such issuance of
bonds is exempt from the provisions of subsection (a) of K.S.A.
1987 Supp. 74-8905 and amendments thereto.

Sec. 10. K.S.A. 1987 Supp. 74-8905 is hereby amended to read
as follows: 74-8905. (a) The authority is hereby authorized and
empowered to issue bonds, either for a specific activity or on a
pooled basis for a series of related or unrelated activities or
projects duly authorized by a political subdivision or group of
political subdivisions of the state in such amounts as shall be
determined by the authority for the purpose of financing capital
improvement facilities, educational facilities, health care
facilities and housing developments. Nothing in this act shall
be construed to authorize the authority to issue bonds or use the
proceeds thereof to (1) purchase, condemn, or otherwise acquire a
utility plant or distribution system owned or operated by a
requlated public utility or (2) finance any capital improvement
facilities, educational facilities, or health care facilities
which are authorized under the laws of the state to be financed
by the issuance of general obligation or utility revenue bonds of
a political subdivision, except that the acquisition by the
authority of general obligation or utility revenue bonds issued
by political subdivisions with the proceeds of pooled bonds shall

not violate the provisions of the foregoing. Nothing in this
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subsection (a) shall prohibit the issuance of bonds by the

authority when any statute specifically authorizes the issuance

of bonds by the authority or approves any activity or project of

a state agency for purposes of authorizing any such issuance of

bonds in accordance with this section and provides an exemption

from the provisions of this subsection (a).

(b) The authority is hereby authorized and empowered to
issue bonds for activities and projects of state agencies as
requested by the secretary of administration. No bonds may be
issued pursuant to this act for any activity or project of a
state agency unless the activity or project either has £een
approved by an appropriation or other act of the legislature or
has been approved by the state finance council acting on this
matter which is hereby characterized as a matter of legislative
delegation and subject to the guidelines prescribed in subsection
(c) of K.S.A. 75-3711lc and amendments thereto. When requested to
do so by the secretary of administration, the authority 1is
further authorized and empowered to issue bonds for the purpose
of refunding, whether at maturity or in advance of maturity, any
outstanding bonded indebtedness of any state agency. The revenues
of any state agency which are pledged as security for any bonds
of such state agency which are refunded by refunding bonds of the
authority may be pledged to the authority as security for the
refunding bonds.

(c) The authority is hereby authorized and empowered to
issue bonds for the purpose of financing industrial enterprises,
agricultural business enterprises, educational facilities, health
care facilities and housing developments, or any combination of
such facilities, or any interest in facilities, including without
limitation leasehold interests in and mortgages cn such
facilities. No less than 30 days prior to the issuance of any
bonds authorized under this act with respect to any project or
activity which is to be undertaken for the direct benefit of any
person or entity which is not a state agency or a political
subdivision, written notice of the intention of the authority to
provide financing and issue bonds therefor shall be given by the

G-/-3
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president of the authority to the governing body of the city in
which the prqject or activity is to be located, or, 1if the
project or activity is not proposed to be located within a city,
such notice shall be given to the governing body of the county.
No bonds for the financing of the project or activity shall be
issued by the authority for a one-year period if, within 15 days
after the giving of such notice, the governing body of the
political subdivision in which the project or activity 1is
proposed to be located shall have duly enacted an ordinance or
resolution stating express disapproval of the project or activity
and shall have notified the president of the authority of such
disapproval.

(d) The authority is hereby authorized and empowered to
issue bonds for the purpose of establishing and funding one oOr
more series of venture capital funds in such principal amounts,
at such interest rates, in such maturities, with such security,
and upon such other terms and in such manner as is approved by.
resolution of the authority. The proceeds of such bonds not
placed in a venture capital fund or used to pay or reimburse
organizational, offering and administrative expenses and fees
necessary to the issuance and sale of such bonds shall be
invested and reinvested in such securities and other instruments
as shall be provided in the resolution under which such bonds are
issued. Moneys in a venture capital fund shall be used to make
venture capital investments 1in new, expanding or developing
businesses, including, but not limited to, equity and debt
securities, warrants, options and other rights to acquire such
securities, subject to the provisions of the resoclution of the
authority. The authority shall establish an investment pelicy
with respect to the investment of the funds in a venture capital
fund not inconsistent with the purposes of this act. The
authority shall enter into an agreement with a management company
experienced in venture capital investments to manage and
administer each venture capital fund upon terms not inconsistent
with the purposes of this act and such investment policy. The

authority may establish an advisory board to provide advice and
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consulting assistance to the authority and the management company
with respect to the management and administration of each venture
capital fund and the establishment of its investment policy. All
fees and expenses incurred in the management and administration
of a venture capital fund not paid or reimbursed out of the
proceeds of the bonds issued by the authority shall be paid or
reimbursed out of such venture capital fund.

(e) The authority is hereby authorized and empowered to use
the proceeds of any bond issues herein authorized, together with
any other available funds, for venture capital investments or for
purchasing, leasing, constructing, restoring; renovating,
altering or repairing facilities as herein authorized, for making
loans, purchasing mortgages or security interests in loan
participations and paying all incidental expenses therewith,
paying expenses of authorizing and issuing the bonds, paying
interest on the bonds until revenues thereof are available in
sufficient amounts, purchasing bond insurance or other credit
enhancements on the bonds, and funding such reserves as the
authority deems necessary and desirable. All moneys received by
the auﬁhority, other than moneys received by virtue of an
appropriation, are hereby specifically declared to be cash funds,
restricted in their use and to be used solely as provided herein.
No mcneys of the ‘authority other than moneys received by
appropriation shall be deposited with the state treasurer.

Sec. 11. K.S.A. 1987 Supp. 74-8905 is hereby repealed.”;

And by renumbering original section 9 as section 12;

On page 1, in the title, in line 21, after "environment" by
inserting the following: "; amending K.S.A. 1987 Supp. 74-8905

and repealing the existing section”

District.
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Session of 1987

HOUSE BILL No. 2515

By Legislative Commission on Kansas Econonmic Development

2-25

AN ACT’providing for a Kansas industrial training program and a

Kansas industrial retraining program’

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

Section 1. As used in this act:

(a) “Kansas industrial training program” or “KIT program”
means a program under which the secretary provides for train-
ing, customized to meet the specifications of a new or expanding
industry, of new employees or prospective employees, or both,
of the industry.

(b) *“Kansas industrial retraining program’ or “KIR program”
means a program under which the secretary provides for re-
training, customized to meet the specifications of a restructuring
industry, of employees of the industry.

(¢) “New or expanding industry” means an industry which is
locating or is newly located in Kansas or an existing industry

DRAFT OF AMENDMENTS

For Consideration by House Economic Development

Staff (Technical)

concerning economic

development; relating
to employee training
and retraining;

; prescribing certain
powers, duties and
functions

(3-2-88)

Joint Comm. on
Economic Dev.

Dept. of Commerce

which is located in Kansas and is expanding its {operationg.

!work force

(d) *“Training” means [‘(_)n-the-jolj training of employees or
preemployment training of prospective employees for jobs
newly created by a new or expanding industry.

(e) “Restructuring industry” means an existing industry
which is located in Kansas and is restructuring its operations

|delete "on the
ljobu

[ =

through incorporation of existing technology E)_r througlildevel-
opment and incorporation of new technology:

, diversification of

() “Retraining” meansfgmthejol}iretraining ol employces of
arestructuring industry who are likely to be displaced because of
obsolete or inadeqguate job skills and knowledge.

(g) “Job training agency” means any public or private edu-
cational or job training institution and any other public or private
entity which is qualified to provide the training or retraining

1production or develop-

ment and implementation
of new production

delete "on the job"

—
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required under the KIT and KIR programs.

(h) “Secretary” means the secretary of commerce.

Sec. 2. (a) The secretary shall administer the KIT program
and the KIR program and shall:

Staff (Technical) Joint Comm. on

Dept of Commerce
Economic Dev.

(1) Eolic_i?proposals from industries and job training agencies

posal_;j’

[Consider

(2) publicize the programs and the procedures for making
and submitting proposals for participation therein;

(3) establish standards and criteria for consideration of pro-
posals and for assigning priorities among industries making
proposals;

(4) ensure the provision of adequate fiscal and accounting
controls under the programs;

(5) allocate and distribute funds made available for adminis-
tration of the programs;

(6) evaluate the programs each year and make a report on the
performance and cost effectiveness thereof to the governor and
the legislature; and

(7) adopt rules and regulations necessary for administration
of the programs. '

for training or re-
training services
under the programs

(b) Contractual agreements/entered into by the secretary
with any industry or job training agency for participation in the

| may be

programsEha_ljBe in the form of fixed-fee performance contracts.
Training services under the KIT program may be provided at no
cost to the industry or on a shared-cost basis with the industry as
determined through negotiation between the secretary and the
industry. Retraining services under the KIR program shall be
provided on a shared cost hasis.@he state share of the cost for|

\\and such agreements
may

retraining services provided under the KIR program shall w
paid from the Kansas industrial retraining fun(_gAll expenditures
for the payment of costs under the KIT and KIR programs shall
be made in accordance with appropriation acts upon warrants of
the director of accounts and reports issued pursuant to vouchers
approved by the secretary or by a person or persons designated

by the secretary. Notwithstanding any provision of law to th‘i}%.

contrary, contractual agreements entered into under the KIT End _

delete
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(¢) Within the limitation of funds available for the KIT and
KIR programy, the secretary shall make participation in the

\\\\\\[program or the KIR program

of K.S.A. 75-3739 and
amendments thereto

Joint Comm.

on

Economic Dev.

Dept of Commerce

programs gasonabmavailable to all industries which submit

and to the extent
practicable

proposalsftherefor, but shall give priority to primary industrigé?

Sec. 3. (a) Any job training agency may make and submit to
the secretary proposals for participation in the KIT and KIR
programs and may enter into contractual agreements with the
secretary for the provision of training or retraining services
under such programs.

(b) Contractual agreements shall be entered into with job
training agencies only if the agencies can demonstrate a satis-
factory record of performance in placement in and retention of
employment by former trainees and that training provided by the
agencies prepares trainees in a manner satisfactory to employers.

(c) Training and retraining services provided by job training
agencies under the KIT and KIR programs are not subject to
approval procedures or performance standards required under
state law for regular training and retraining programs operated
by such agencies. Service delivery area restrictions imposed
upon the operation of regular training or retraining programs by
job training agencies do not apply to training and retraining
services provided by such agencies under the KIT and KIR
programs.

to participate therein,
if consistent with pro-
gram goals and objec-
tives and the alloca-
tion of resources for
the programs. Goals
and objectives for the
KIT and KIR programs
shall include appro-
priate priorities for
basic industries

Sec. 4. The state board of education/md the secretary of
human resources shall cooperate with and assist the secretary in
publicizing the KIT and KIR programs, in designing the pro-
grams to meet the specific and individualized needs of industry
and by offering such technical advice as the secretary may
request. )

Sec. 5. This act shall take effect and be in force from and
after its publication in the statute book.

~

;, the state board

of regents

The secretary may pre-
scribe appropriate per-
formance criteria and
qualifications and
other standards for job
training agencies under
the KIT program or the
KIR program, or both,
for purposes of this
act.




Session of 1988 DRAFT OF AMENDMENTS

For Consideration of House Economic Development

HOUSE BILL No. 3070 3~3-88

By Committee on Economic Development

2-24

0017 AN ACT concerning economic development; amending the job
0018  expansion and investment credit act of 1976; providing for
0019 credits against certain taxes imposed on insurance companies
~120  or banks and savings and loan associations; amending K.S.A.
21 79-32,158 and K.S.A. 1987 Supp. 79-32,153, 79-32,154, 79- /‘and 79-3606

0022 32,155, 79-32,156 M&Q-SZ,lS'?\/and repealing the existing

0023 sections. ¥ ‘{ }

0024 Be it enacted by the Legislature of the State of Kansas:

0025  Section 1. K.S.A. 1987 Supp. 79-32,153 is hereby amended to

0026 read as follows: 79-32,153. (a) (1) Any taxpayer under the Kansas

0027 income tax act who shall invest invests in a qualified business

0028 facility, as defined in subsection (b) of K.S.A. 79-32,154; and

0029 amendments thereto, shall be allowed a credit for such invest-

0030 ment; in an amount determined under subsection b} er (e} (a)(2)

0031 or (uX3), as the case requires, against the tax imposed by the

0032 Kansas income tax act for the taxable year during which com-

0033 mencement of commercial operations, as defined in subsection

934 (f) of K.S.A. 79-32,154; and amendments thereto, occurs at such

.35 qualified business facility; and for each of the nine succceding

0036 taxable years. No credit shall be allowed under this section

0037 subsection (a) unless the number of qualified business facility "
0038 employees, as determined under subsection (d) of K.S.A. 79-
0039 32,154; and amendments thereto, engaged or maintained in
0040 employment at the qualified business f{acility as a direct result of
0041 the investment by the taxpaver for the taxable year for which the
0042 credit is claimed equals or exceeds two.

0043 ) (2) The credit allowed by subsection (a){(1) for any tax-
0044 payer who invests in a qualificd business facility located outside
0045 an enterprise zone on or after the effective date of this act shall
0046 be a portion of the income tax, but not in excess of 50% of such
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tax, otherwise imposed by the Kansas income tax act on the
taxpayer’s qualified business facility income, as defined with
regard to such credit in subsection (g) of K.S.A. 79-32,154; and
amendments thereto, for the taxable year for which such credit is
allowed. Such portion shall be an amount equal to the sum of the
following:

) (A) One hundred dollars for each qualified business fa-
cility employee determined under K.S.A. 79-32,154; and
amendments thereto; plus

) (B) one hundred dollars for each $100,000, or major frac-
tion thereof (which shall be deemed to be 51% or more), in
qualified business facility investment as determined under
K.S.A. 79-32,154; and amendments thereto.

e} (3) The credit allowed by subsection (a)(1) for any tax-
payer who invests in a qualified business facility within an
enterprise zone on or after the effective date of this act shall be a
portion of the income tax, but not in excess of 50% of such tax,
otherwise imposed by the Kansas income tax act on the tax-
payer’s qualified business facility income, as defined with re-
gard to such credit in subsection (g) of K.S.A. 79-32,154; and
amendments thereto, for the taxable year for which such credit is
allowed. Such portion shall be an amount equal to the sum of the
following:

& (A) Three hundred and fifty dollars for each qualified
business facility employee as determined under K.S.A. 79-
32,154; and amendments thereto, who resides in this state, other
than a qualified business facility employee referred to in para-
graph (2} (B) of this subsection {e) (a)(3);

£2) (B) five hundred dollars for each qualified business facil-
ity employee as determined under K.S.A. 79-32,154; and
amendments thereto, who resides in this state and whose em-
ployment entitles the employer to a targeted johs tax credit
under sections 51 and 52 of the federal internal revenue code of
1986 in the same taxable year; plus

(3 (C) three hundred fifty dollars for each $100,000, or major
fraction thereof (which shall be deemed to be 51% or more), in
qualified business facility investment as determined under

4 -3 -2
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K.S.A. 79-32,154; and amendments thereto.

(b) (1) Any taxpayer which is an insurance company which
invests in a qualified business facility, as defined in subsection
(b) of K.S.A. 79-32,154 and amendments thereto, shall be al-
lowed a credit for such investment, in an amount determined
under subsection (b)2) or (b)(3), as the case requires, against a
tax imposed by K.S.A. 40-252 and amendments thereto for the
taxable year during which commencement of commercial
operations, as defined in subsection (f) of K.S.A. 79-32,154 and
amendments thereto, occurs at such qualified business facility
and for cach of the nine succeeding taxable years. No credit
shall be allowed under this subsection (b) unless the number of
qualified business facility employees, as determined under sub-
section (d) of K.S.A. 79-32,154 and amendments thereto, en-
gaged or maintained in employment at the qualified business
facility as a direct result of the investment by the taxpayer for
the taxable year for which the credit is claimed equals or
exceeds two.

(2) The credit allowed by subsection (b)1) for any taxpayer
which is an insurance company which invests in a qualified
business facility located outside an enterprise zone on or after
the effective date of this act shall be a portion of the tax imposed
by K.S.A. 40-252 and amendments thereto, but not in excess of
50% of such tax, otherwise imposed by K.S.A. 40-252 and
amendments thereto on the taxpayer’s@ual{ﬂed—bwr'nes&—faeélg

0110 @y({fK.S.A. 79-32,154 and amendments thereto, for the taxable

0111
0112
S 0113
0114
0115
0116
0117
0118
0119
0120

year for which such credit is allowed. Such portion shall be an
amount equal to the sum of the following:

(A) One hundred dollars for each qualified business facility
employee determined under K.S.A. 79-32,154 and amendments
thereto; plus

(B) one hundred dollars for each $100,000, or major fraction
thereof (which shall be deemed to be 51% or more), in qualified
business facility investment as determined under K.S.A. 79-
32,154 and amendments thereto.

(3) The credit allowed by subsection (b)1) for any taxpayer

adjusted Kansas taxable insurance premiums, as defined
in subsection (o)

g-3-3
3/3/88



0127 [Fomesas-defined-with-regard-to-suoh-eredit-in-subseotiong /5]

0128
0129
0130
0131

"t 0132

0133
0134
0135
0136
0137
0138
0139
0140
0141
0142
0143
0144
0145

0146

0147
0148
0149
0150
0151
0152
0153
0154
0155
0156
0157

HB 3070
4

which is an insurance company which invests in a qualified
business facility within an enterprise zone on or after the
effective date of this act shall be a portion of the tax imposed by
K.5.A.40-252 and amendments thereto, but not in excess of 50%
of such tax, otherwise imposed by K.S.A. 40-252 and amend-
ments thereto on the taxpayer sEualfﬁed—bumaess—faetMy—m_j
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K.5.A. 79-32,154 and amendments thereto, for the taxable year
for which such credit is allowed. Such portion shall be an
amount equal to the sum of the following:

(A) Three hundred fifty dollars for each qualified business
facility employee as determined under K.S.A. 79-32,154 and
amendments thereto, who resides in this state, other than a
qualified business facility employee referred to in paragraph (B)
of this subsection (bX3);

(B) five hundred dollars for each qualified business facility
employee as determined under K.S.A. 79-32,154 and amend-
ments thereto, who resides in this state and whose employment
entitles the employer to a targeted jobs tax credit under sections
51 and 52 of the federal internal revenue code of 1986 in the
same taxable year; plus

(C) three hundred fifty dollars for each $100,000, or major
fraction thereof (which shall be deemed to be 51% or more), in
qualified business facility investment as determined under
K.5.A. 79-32,154 and amendments thereto.

(c) (1) Any taxpayer which is a bank or savings and loan
association which invests in a qualified business facility, as
defined in subsection (b) of K.S.A. 79-32,154 and amendments
thereto, shall be allowed a credit for such investment, in an
amount determined under subsection (cX2) or (cX3), as the case
requires, against the total of all taxes imposed by K.S.A. 79-1106
through 79-1125 and amendments thereto for the taxable year
during which commencement of commercial operations, as de-
fined in subsection (f) of K.S.A. 79-32,154 and amendments
thereto, occurs at such qualified business facility and for each of

the nine succeeding taxable years. No credit shall be allowed

under this subsection (c) unless the number of qualified busi-

adjusted Kansas taxable insurance premiums, as

defined in subsection

(o)
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ness facility cmployees, as determined under subsection (d) of
K.S.A. 79-32,154 and amendments thereto, engaged or main-
tained in employment at the qualified business facility as a
direct result of the investment by the taxpayer for the taxable
year for which the credit is claimed equals or exceeds two.

(2) The credit allowed by subsection (c)(1) for any taxpayer
which is a bank and savings and loan association which invests
in a qualified business facility located outside an enterprise
zone on or after the effective date of this act shall be a portion of
the total of all taxes imposed by K.S.A. 79-1106 through 79-1125
and amendments thereto, but not in excess of 50% of such taxes,
otherwise imposed by K.S.A. 79-1106 through 79-1125 and
amendments thereto on the taxpayer’s qualified business facil-
ity income, as defined with regard to such credit in subsection
(g) of K.S.A. 79-32,154 and amendments thereto, for the taxable
year for which such credit is allowed. Such portion shall be an
amount equal to the sum of the following:

(A) One hundred dollars for each qualified business facility
employee determined under K.S.A. 79-32,154 and amendments
thereto; plus

(B) one hundred dollars for each $100,000, or major fraction
thereof (which shall be deemed to be 51% or more), in qualified
business facility investment as determined under K.S.A. 79-
32,154 and amendments thereto.

(3) The credit allowed by subsection (c)(1) for any taxpayer
which is a bank or savings and loan association which invests in
a qualified business facility within an enterprise zone on or
after the effective date of this act shall be a portion of the total
of all taxes imposed by K.S.A. 79-1106 through 79-1125 and
amendments thereto, but not in excess of 50% of such taxes,
otherwise imposed by K.S.A. 79-1106 through 79-1125 and
amendments thereto on the taxpayer’s qualified business facil-
ity income, as defined with regerd to such credit in subsection
(g) of K.S.A. 79-32,154 and amendments thereto, for the taxable
year for which such credit is allowed. Such portion shall be an
amount equal to the sum of the following:

(A) Three hundred fifty dollars for each qualified business

3/3/¥e
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facility employee as determined under K.5.A. 79-32,154 and
amendments thereto, who resides in this state, other than a
qualified business fucility employee referred to in paragraph (B)
of this subsection (c)X3);

(B) five hundred dollars for each qualified business facility
employee as determined under K.S.A. 79-32,154 and amend-
ments thereto, who resides in this state and whose employment
entitles the employer to a targeted jobs tax credit under sections
51 and 52 of the federal internal revenue code of 1986 in the
same taxable year; plus

(C) three hundred fifty dollars for each $100,000, or major
fraction thereof (which shall be deemed to be 51% or more), in
qualified business facility investment as determined under
K.S.A. 79-32,154 and amendments thereto.

(d) No credit shall be allowed under this section for invest-
ment in a public utility, as such term is defined in K.S.A. 66-104
and amendments thereto.

Sec. 2. K.S.A. 1987 Supp. 79-32,154 is hereby amended to
read as follows: 79-32,154. As used in this act, the following
words and phrases shall have the meanings respectively ascribed
to them herein by this section:

(a) “Facility” shall mean means any factory, mill, plant, re-
finery, warchouse, feed lot, building or complex of buildings
located within the state, including the land on which such
facility is located and all machinery, equipment and other real
and tangible personal property located at or within such facility
used in connection with the operation of such facility. The word
“building” shell inelude includes only structures within which
individuals are customarily employed or which are customarily
used to house machinery, equipment or other property.

(b) “Qualified business facility” shall mean means a facility
which satisfies the requirements of paragraphs (1) and (2) of this
subsection (b).

(1) Such facility is employed by the taxpayer in the operation
of a revenue producing enterprise, as defined in subsection (c).
Such facility shall not be considered a qualified business facility

in the hands of the taxpayer if the taxpayer’s only activity with ™

a-3-¢
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respect to such facility is to lease it to another person or persons.
If the taxpayer employs only a portion of such facility in the
operation of a revenue producing enterprise, and leases another
portion of such facility to another person or persons or does not
otherwise use such other portions in the operation of a revenue
producing enterprise, the portion employed by the taxpayer in
the operation of a revenue producing enterprise shall be consid-
ered a qualified business facility, if the requirements of para-
graph (2) of this subsection (b) are satisfied.

(2) Ifsuch facility was acquired by the taxpayer from another
person or persons, such facility was not employed, immediately
prior to the transfer of title to such facility to the taxpayer, or to
the commencement of the term of the lease of such facility to the
taxpayer, by any other person or persons in the operation of a
revenue producing enterprise and the taxpayer continues the
operation of the same or substantially identical revenue produc-
ing enterprise, as defined in subsection (i), at such facility.

() “Revenue producing enterprise” shall mean means: (1)
The assembly, fabrication, manufacture or processing of any
agricultural, mineral or manufactured product;

(2) the storage, warehousing, distribution or sale of any
products of agriculture, mining or manufacturing;

(3) the feeding of livestock at a feed lot;

(4) the operation of laboratories or other facilities for scien-
tific, agricultural, animal husbandry or industrial research, de-
velopment or testing;

(5) the performance of services of any type, including but not

limited to the sale and servicing of insurance contracts[ft/he
provision of services by banks or savings and loan associations;

(6) the administrative management of any of the foregoing
activities; or

(7) any combination of any of the foregoing activities.

(d) “Qualified business facility employee” shall mean means
a person employed by the taxpayer in the operation of a qualified
business facility during the taxable year for which the credit
allowed by K.S.A. 79-32,153; and amendments thereto; is
claimed. A person shall be deemed to be so engaged if such
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person performs duties in connection with the operation of the
qualified business facility on: (1) A regular, full-time basis; (2) a
part-time basis, provided such person is customarily performing
such duties at least 20 hours per week throughout the taxable
year; or (3) a seasonal basis, provided such person performs such
duties for substantially all of the season customary for the posi-
tion in which such person is employed. The number of qualified
business facility employees during any taxable year shall be
determined by dividing by 12 the sum of the number of qualified
business facility employees on the last business day of each
month of such taxable year. If the qualified business facility is in
operation for less than the entire taxable year, the number of
qualified business facility employees shall be determined by
dividing the sum of the number of qualified business facility
employees on the last business day of each full calendar month
during the portion of such taxable year during which the quali-
fied business facility was in operation by the number of full
calendar months during such period. Notwithstanding the other
provisions of this subsection (d), for the purpose of computing
the credit allowed by K.S.A. 79-32,153; and amendments thereto;
in the case of an investment in a qualified business facility,
which facility existed and was operated by the taxpayer or
related taxpayer prior to such investment, the number of quali-
fied business facility employees employed in the operation of
such facility shall be reduced by the average number, computed
as provided in this subsection, of individuals employed in the
operation of the facility during the taxable year preceding the
taxable year in which the qualified business facility investment
was made at the facility.

(e) “Qualified business facility investment” shall meen
means the value of the real and tangible personal property,
except inventory or property held for sale to customers in the
ordinary course of the taxpayer’s business, which constitutes the
qualified business facility, or which is used by the taxpayer in
the operation of the qualified business facility, during the tax-
able year for which the credit allowed by K.S.A. 79-32,153; and
amendments thereto; is claimed. The value of such property

& -3 -%
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duﬂngsuchtamﬂﬂeymnshdlbm(1)hsoﬁghmlcoﬂifownedby
the taxpaver; or (2) eight times the net annual rental rate, if
leased by the taxpayer. The net annual rental rate shall be the
annual rental rate paid by the taxpayer less any annual rental rate
received by the taxpayer from subrentals. The qualified business
facility investment shall be determined by dividing by 12 the
sum of the total value of such property on the last business day of
each calendar month of the taxable year. If the qualified business
facility is in operation for less than an entire taxable year, the
qualified business facility investment shall be determined by
dividing the sum of the total value of such property on the last
business day of each full calendar month during the portion of
such taxable year during which the qualified business facility
was in operation by the number of full calendar months during
such period. Notwithstanding the other provisions of this sub-
section (e), for the purpose of computing the credit allowed by
K.S.A. 79-32,153; and amendments thereto; in the case of an
investment in a qualified business facility, which facility existed
and was operated by the taxpayer or related taxpayer prior to
such investment the amount of the taxpayer’s qualified business
facility investment in such facility shall be reduced by the
average amount, computed as provided in this subsection, of the
inveshnentofthetaxpayerorarehnedtaxpayerinthefhcﬂﬁyfbr
the taxable year preceding the taxable year in which the quali-
fied business facility investment was made at the facility.

(f) “Commencement of commercial operations” shall be
deemed to occur during the first taxable year for which the
gualified business facility is first available for use by the tax-
payer, or first capable of being used by the taxpayer, in the
revenue producing enterprise in which the taxpayer intends to
use the qualified business facility.

(g) (1) With regard to a credit against the tax imposed by the
Kansas income tax act, “qualified business facility income”’ shall
mean means the Kansas taxable income, as defined in article 32
of chapter 79 of the Kansas Statutes Annotated and amendments
thereto, derived by the taxpayer from the operation of the quali-
fied business facility. If a taxpayer has income derived from the

3/3/£§
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operation of a qualified business facility as well as from other
activities conducted within this state, the Kansas taxable income
derived by the taxpayer from the operation of the qualified
business facility shall be determined by multiplying the tax-
payer’s Kansas taxable income, computed in accordance with
article 32 of chapter 79 of the Kansas Statutes Annotated and
amendments thereto, by a {raction, the numerator of which is the

property factor, as defined in paragraph (—l)[- [‘plus the payroll
factor, as defined in paragraph &}459 and the denominator of

(3) of this subsection (g)

which is two.

g
4 pYe s 4

2
40-233gnd amendments thereto on insurance compdhies,
“qualified buginess facility income” means the ingufance pre-
miums derived Dylie taxpayer from the operg#on of the quali-
fied Dusiness facility™\If_a taxpayer has-fhsurance premiums
derived from the operation~af a qudlified business facility as
well as from other activities pdfdycted within this state, the
insurance premiums deriped by the taxpayer from the operation
of the qualified bugintss facility shall be deregmined by multi-
plying the taxyager’s total insurance premium, by wfraction, the
numeratgeOf which is the property factor, as defined~¥w para-

graphk(4), plus the payroll factor, as defined in paragraphY3

3

et oo,

(4) of this subsection (qg)

PZ(‘QU\'Vith regard to a credit against the tax imposed by K.S.A.
79-1106 through 79-1125 and amendments thereto on banks and
savings and loan associations, “qualified business facility in-
come” means the net income, as defined by K.S.A. 79-1109 and
amendments thereto, derived by the taxpayer from the opera-
tion of the qualified business facility. If a taxpayer has net
income derived from the operation of a qualified business facil-
ity as well as from other activities conducted within this state,
the net income derived by the taxpayer from the operation of the
qualified business facility shall be determined by multiplying
the taxpayer’s total net income, computed in accordance with
K.S.A. 79-1109 and amendments thereto, by a fraction, the
numerator of which is the property factor, as defined in para-

[P IN

i

(2)

graph[@]/plus the payroll factor, as defined in 'paragraph@ S~

(3) of this subsection (g)

(4) of this subsection (qg)
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and the denominator of which is two.

(-l—)[fbé-)_—]/'l‘he property factor is a fraction, the numerator of
which is the average value of the taxpayer’s real and tangible
personal property owned or rented and used in connection with
the operation of the qualified business facility during the tax
period, and the denominator of which is the average value of all
the taxpayer’s real and tangible personal property owned or
rented and used in this state during the tax period. The average
value of all such property shall be determined as provided in
K.S.A. 79-3281 and 79-3282; and amendments thereto.

(Q)E‘H]/ The payroll factor is a fraction, the numerator of which
is the total amount paid during the tax period by the taxpayer for
compensation to persons qualifying as qualified business facility
employees, as determined under subsection (d), at the qualified
business facility, and the denominator of which is the total
amount paid in this state during the tax period by the taxpayer for
compensation. The compensation paid in this state shall be
determined as provided in K.S.A. 79-3283; and amendments
thereto.

The formula set forth in this subsection (g) shall not be used for
any purpose other than determining the qualified business fa-
cility income attributable to a qualified business facility.

(h) “Related taxpayer” shall mean means (1) a corporation,
partnership, trust or association controlled by the taxpayer; (2) an
individual, corporation, partnership, trust or association in con-
trol of the taxpayer; or (3) a corporation, partnership, trust or
association controlled by an individual, corporation, partnership,
trust or association in control of the taxpayer. For the purposes of
this act, “control of a corporation” shall mean ownership, di-
rectly or indirectly, of stock possessing at least 80% of the total
combined voting power of all classes of stock entitled to vote and
at least 80% of all other classes of stock of the corporation;
“control of a partnership or association” shall mean ownership of
at least 80% of the capital or profits interest in such partnership
or association; and “control of a trust” shall mean ownership,
directly or indirectly, of at least 80% of the beneficial interest in
the principal or income of such trust.

(3)

[ (4)

a4 -3-7/
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(i) “Same or substantially identical revenue producing en-
terprise” shal mean means a revenue producing enterprise in
which the products produced or sold, services performed or
activities conducted are the same in character and use, are
produced, sold, performed or conducted in the same manner and
to or for the same type of customers as the products, services or
activities produced, sold, performed or conducted in another
revenue producing enterprise. :

(j) “Insurance company” means any insurance company or
fraternal benefit society which is organized under the laws of
Kansas or doing business in Kansas and which has a tax imposed
thereon by K.S.A. 40-252 and amendments thereto.

(k) “Insurance contract” includes any type of insurance
contract or other contract entered into by an insurance com-
pany for which premiums, subscription charges or other charges
are received and a tax is imposed on such premiums or charges
by K.S.A. 40-252 and amendments thereto.

(1) “Insurance premiums” means all premiums, subscription
charges or other charges received by an insurance company
under insurance contracts and upon which a tax is imposed by
K.5.A. 40-252 and amendments thereto.

(m) “Bank or savings and loan association” means any na-
tional banking association, bank, trust company or savings and
loan association which as a tax imposed thereon by K.S.A.
79-1106 through 79-1125 and amendments thereto.

(n) “Taxpayer” means a taxpayer with regard to taxes im-.
posed by the Kansas income tax act, an insurance company with
regard to taxes imposed by K.S.A. 40-252 and amendments
thereto, or a bank or savings and loan association with regard to
taxes imposed by K.S5.A. 79-1106 through 79-1125 and amend-
ments thereto.

(o) "Adjusted Kansas taxable insurance premiums" means the
result obtained by multplying the total amount of the Kansas
taxable insurance premiums for the taxable year, by a fraction,
the numerator of which is the property factor, as defined in
paragraph (3) of subsection (g), plus the payroll factor, as
defined in paragraph (4) of subsection (g), and the denominator
of which is two.

Sec. 3. K.S.A. 1987 Supp. 79-32,155 is hereby amended to
read as follows: 79-32,155. A taxpayer entitled to the credit
allowed by K.S.A. 79-32,153; and amendments thereto, may elect

to defer the commencement of the ten-year period during which

such credit is allowed to any taxable year not later than the third
taxable year following the taxable year in which commencement

&~ 3 - /3
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of commercial operations at the qualified business facility
occurs. The taxpayer shall perfect such election by notifying the
secretary of revenue or the commissioner of insurance, if the
taxpayer is an insurance company, by a written statement at-
tached to the return for the taxable year in which commencement
of commercial operations at the qualified business facility
occurs, of the intention to make such election. Once said election
has been perfected, the credit shall be allowed for the taxable
year specified in such election and for each of the nine succeed-
ing taxable years. :

Sec. 4. K.S.A. 1987 Supp. 79-32,156 is hereby amended to
read as follows: 79-32,156. (a) If a taxpayer, hereafter referred to
in this section as “transferor,” shall have has established a
qualified business facility and, prior to the expiration of the
ten-year period during which the credit allowed by K.S.A. 79-
32,153; and amendments thereto, may be claimed by the trans-
feror, all or a portion of such qualified business facility, is
acquired by, or leased to, a related taxpayer, as defined in
subsection (h) of K.S.A. 79-32,154; and amendments thereto, and
hereafter referred to in this section as “transferee,” the transferor
shall elect either to allow the transferee to claim such credit as
provided in subsection (b), or to retain such credit as provided in
subsection (c).

(b) If all or a portion of the qualified business facility is
acquired by, or leased to, the transferee, the portion thereof so
acquired by, or leased to, the transferee shall be considered a
qualified business facility in the hauds of the transferee. In such
event, the transferee shall be entitled to a credit, computed in
accordance with K.S.A. 79-32,153; and amendments thereto, with
respect to the portion of the qualified business facility held by it.
Such credit shall be allowed for the remaining portion of the
ten-year period during which the transferor could have claimed
such credit if all or a portion of the qualified business facility had
not been acquired by, or leased to, the transferee. The portion, if
any, of the qualified business facility retained by the transferor
shall continue to be a qualified business facility in the hands of
the transferor and it shall be entitled to the credit allowed by

G-3-/3
3/3/¢8



0491
0462
0493
0494
0495
0496
0497
0498
0499
0500
0501
2
0003
035014
0505
0506
0507
0508
0500
0510
0511
0512
0513
0514
0515
5
0517
0518
0519
0520
0521
0522
0323
0524
0525
0526
0527

HB 3070
14

K.S.A. 79-32,153; and amendments thereto, for the remaining
portion of such ten-year period. '

(¢) If a portion of the qualified business facility is acquired
by, or leased to, the transferee, the transferor may, notwith-
standing such acquisition or lease, treat the portion of the quali-
fied business facility acquired by, or leased to, the transferee as a
qualified business facility held by the transferor. In such event,
the transferor shall be entitled to the credit allowed by K.S.A.
79-32,153; and amendments thereto, for the remaining portion of
such ten-year period, but the transferee shall not be entitled to
any such credit. For the purpose of computing such credit, the
transferor may take into account such number of employees of
the transferee as would constitute qualified business facility
employees, and such amount of the transferee’s investment as
would constitute qualified business facility investment, if the
qualified business facility were considered held by the trans-
feree, but shall not take into account the income of the transferee
which would constitute qualified business facility income if the
qualified business facility were considered held by the trans-
feree.

(d) The transferor shall perfect the election authorized by
subsection (a) by notifying the secretary of revenue or the com-
missioner of insurance, if the transferor is an insurance com-
pany, by a written statement attached to the return for the taxable
year in which the qualified business facility is acquired by, or
leased to, the transferee, of the election made and setting forth
such other information as the secretary of revenue may; or the
commissioner of insurance, if the transferor is an insurance
company, may require by rules and regulations; require. If the
transferor fails to make such election, the transferee shall be
deemed entitled to the credit in accordance with subsection (b)
of this section.

(e) Ifan individual taxpayer entitled to the credit allowed by
K.S5.A. 79-32,153; and amendments thereto, shall die dies prior to
the expiration of the ten-year period during which such taxpayer
is entitled to such credit and the qualified business facility with
respect to which such credit was claimed passes to the estate of

g
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the deceased taxpayer, such estate shall be entitled to a credit
with respect to such qualified business facility. Upon distribu-
tion of the qualified business facility, or a portion thereof, to a
distributee of such estate, the distributee shall be entitled to a
credit with respect to such qualified business facility, or portion
thereof, distributed to it. The amount and period of the credit to
which such estate or distributee shall be entitled shall be deter-
mined in accordance with K.S.A. 79-32,153; and amendments
thereto, but in no event shall: (1) The qualified business facility
investment of the estate or distributee for the portion of the
qualified business facility acquired by it from the deceased
taxpayer exceed the deceased taxpayer’s qualified business fa-
cility investment for such portion; and (2) the aggregate number
of taxable years for which the estate and the distributee may
claim such credit exceed 10 taxable years reduced by the number
of taxable years for which the deceased taxpayer claimed the
credit.

Sec. 5. K.S.A. 1987 Supp. 79-32,157 is hereby amended to
read as follows: 79-32,157. If a taxpayer has terminated the
operation of a revenue producing enterprise at a qualified busi-
ness facility prior to the expiration of the ten-year period during
which a credit is allowed under K.S.A. 79-32,153, 79-32,155 or
79-32,156; o and amendments thereto; and later resumes the
operation of the same or a different revenue producing enter-
prise at such qualified business facility, the taxpayer may, with
the consent of the secretary of revenue or the commissioner of
insurance, if the taxpayer is an insurance company, may elect to
claim a credit, upon resuming the operation of a revenue pro-
ducing enterprise at such qualified business facility, computed
in accordance with K.S.A. 79-32,153; e and amendments
thereto, but for a number of years following resumption of such
operations equal to 10 reduced by the number of years for which
the credit was claimed prior to termination of operation of such
revenue producing enterprise. The secretary of revenue or the
commissioner of insurance, if the taxpayer is an insurance
company, shall grant such consent if it is determined that the
termination of operations was due to reasonable cause and that

bt
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the resumption of operations of a revenue producing enterprise
at such qualified business facility will provide increased oppor-
tunities {or employment and result in a substantial contribution
to the economy of the state.

Sec. 6. K.S.A. 79-32,158 is hereby amended to read as fol-
lows: 79-32,158. (a) The secretary of revenue shall preseribe
adopt such rules and regulations as may be deemed necessary to
carry out the purposes of this net K.S.A. 79-32,153 through
79-32,160 and amendments thereto.

(b) The commissioner of insurance shall adopt such rules
and regulations as deemed necessary to carry out the purposes
of K.S.A. 79-32,153 through 79-32,160 and amendments thereto
with regard to the credit allowed under such statutes against
taxes imposed by K.S.A. 40-252 and amendments thereto.

New Sec.[ZA The provisions of this act shall be applicable to

insert section 7 attached

all taxable years commencing after December 31, T987.
Sec.mK.S.A. 79-32,158 and K.S.A. 1987 Supp. 79-32,153,

[and 79-3606

79-32,154, 79-32,155, 79-32,156 _9\79—32,157‘ are hereby re-
pealed.

Sec.@?\ This act shall take effect and be in force from and

F1| 1 T

after its publication in the statute book.
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Sec. 7. K.S.A. 1987 Supp. 79-3606 is hereby amended to read
as follows: 79-3606. The following shall be exempt from the tax
imposed by this act:

(a) All sales of motor-vehicle fuel or other articles wupon
which a sales or excise tax has been paid, not subject to refund,
under the laws of this state except cigarettes as defined by
K.S.A. 79-3301 and amendments thereto, cereal malt beverages and
malt products as defined by K.S.A. 79-3817 and amendments
thereto, including wort, ligquid malt, malt syrup and malt
extract, which is not subject to taxation under the provisions of
K.S.A. 79-41a02 and amendments thereto, and motor vehicles as
defined by K.S.A. 79-1017 and amendments thereto;

(b) all sales of tangible personal property or service,
including the renting and leasing of tangible personal property,
purchased directly by the state of Kansas, a political
subdivision thereof, other than a school or educational
institution, or purchased by a public or private nonprofit
hospital or nonprofit blood, tissue or organ bank and used
exclusively for state, political subdivision, hospital or
nonprofit blood, tissue or organ bank purposes, except when: (1)
Such state or hospital is engaged or proposes to engage in any
business specifically taxable under the provisions of this act
and such items of tangible personal property or service are used
or proposed to be used in such business, or (2) such political
subdivision is engaged or proposes to engage in the business of
furnishing gas, water, electricity or heat to others and such
items of personal property or service are used or proposed to be
used in such business;

(c) all sales of tangible personal property or services,
including the renting and leasing of tangible personal property,
purchased directly by a public or private elementary or secondary
school or public or private nonprofit educational institution and
used primarily by such school or institution for nonsectarian

programs and activities provided or sponsored by such school or

G~3_77
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institution or in the erection, repair or enlargement of
buildings to be used for such purposes. The exemption herein
provided shall not apply to erection, construction, repair,
enlargement or equipment of buildings used primarily for human
habitation;

(d) all sales of tangible personal property or services
purchased by a contractor for the purpose of constructing,
equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any public or private
nonprofit hospital, public or private elementary or secondary
school or a public or private nonprofit educational institution,
which would be exempt from taxation under the provisigns of this
act if purchased directly by such hospital, school or educational
institution; and all sales of tangible personal property or
services purchased by a contractor for the purpose of
constructing, equipping, reconstructing, maintaining, repairing,
enlarging, furnishing or remodeling facilities for any political
subdivision of the state, the total cost of which is paid from
funds of such political subdivision and which would be exempt
from taxation under the provisions of this act if purchased
directly byv such political subdivision. Nothing 1in this
subsection or in the provisions of K.S.A. 12-3418 and amendments
thereto, shall Dbe deémed to exempt the purchase of any
construction machinery, equipment or tools used in the
constructing, equipping, reconstructing, maintaining, repairing,
enlarging, furnishing or remodeling facilities for any political
subdivision of the state. As used in this subsection, K.S.A.
12-3418 and 79-3640, and amendments thereto, "funds of a
political subdivision" shall mean general tax revenues, the
proceeds of any bonds and gifts or grants-in-aid. Gifts shall not
mean funds used for the purpose of constructing, equipping,
reconstructing, repairing, enlarging, furnishing or remodeling
facilities which are to be leased to the donor. When any
political subdivision of the state, public or private nonprofit

hospital, public or private elementary or secondary school or
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public or private nonprofit educational institution shall
contract for the purpose of constfucting, equipping,
reconstructing, maintaining, repairing, enlarging, furnishing or
remodeling facilities, it shall obtain from the state and furnish
to the contractor an exemption certificate for the project
involved, and the contractor may purchase materials for
incorporation in such project. The contractor shall furnish the
number of such certificate to all suppliers from whom such
purchases are made, and such suppliers shall execute invoices
covering the same bearing the number of such certificate. Upon
completion of the project the contractor shall furnish to the
political subdivision, hospital, school or educational
institution concerned a sworn statement, on a form to be provided
by the director of taxation, that all purchases so made were
entitled to exemption under this subsection. All invoices shall
be held by the contractor for a period of five years and shall be
subject to audit by the director of taxation. If any materials
purchased under such a certificate are found not to have been
incorporated in the building or other project or not to have been
returned for credit or the sales or compensating tax otherwise
imposed upon such materials which will not be so incorporated in
the building or other project reported and paid by such
contractor to the director of taxation noé later than the 20th
day of the month following the close of the month in which it
shall be determined that such materials will not be used for the
purpose for which such certificate was issued, the political
subdivision, hospital, school or educational institution
concerned shall be liable for tax on all materials purchased for
the project, and upon payment thereof it may recover the same
from the contractor together with reasonable attorney fees. Any
contractor or any agent, employee or subcontractor thereof, who
shall use or otherwise dispose of any materials purchased under
such a certificate for any purpose other than that for which such
a certificate is 1issued without the payment of the sales or

compensating tax otherwise imposed upon such materials, shall be
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guilty of a misdemeanor and, upon conviction therefor, shall be
subject to the penalties provided for in subsection (g) of K.S.A.
79-3615, and amendments thereto;

(e) all sales of tangible personal property or services
purchased by a contractor for the erection, repair or enlargement
of buildings or other projects for the government of the United
States, its agencies or instrumentalities, which would be exempt
from taxation if purchased directly by the government of the
United States, 1its agencies or instrumentalities. When the
government of the United States, its agencies or
instrumentalities shall contract for the erection, repair, or
enlargement of any building or other project, it shall obtain
from the state and furnish to the contractor an exemption
certificate for the project involved, and the contractor may
purchase materials for incorporation in such project. The
contractor shall furnish the number of such certificates to all
suppliers from whom such purchases are made, and such suppliers
shall execute invoices coVering the same bearing the number of
such certificate. Upon completion of the project the contractor
shall furnish to the government of the United States, its
agencies or instrumentalities concerned a sworn statement, on a
form to be provided by the director of taxation, that all
purchases so made were entitled to exemption under this
subsection. All invoices shall be held by the contractor for a
period of five years and shall be subject to audit by the
director of taxation. Any contractor or any agent, employee or
subcontractor thereof, who shall use or otherwise dispose of any
materials purchased under such a certificate for any purpose
other than that for which such a certificate is issued without
the payment of the sales or compensating tax otherwise imposed
upon such materials, shall be guilty of a misdemeanor and, upon
conviction therefor, shall be subject to the penalties provided
for in subsection (g) of K.S.A. 79-3615 and amendments thereto;

(f) tangible personal property purchased by a railroad or

public wutility for consumption or  movement directly and
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immediately in interstate commerce;

(g) sales of aircraft including remanufactured and modified
aircraft, sales of aircraft repair, modification and replacement
parts and sales of services employed in the remanufacture,
modification and repair of aircraft sold to persons using such
aircraft and aircraft repair, modification and replacement parts
as certified or licensed carriers of persons or property in
interstate or foreign commerce under authority of the laws of the
United States or any foreign government or sold to any foreign
government or agency or instrumentality of such foreign
go&ernment and all sales of aircraft, aircraft parts, replacement
parts and services employed in the remanufacture, modification
and repair of aircraft for use outside of the United States;

(h) all rentals of nonsectarian textbooks by public or
private elementary or secondary schools;

(i) the lease or rental of all films, records, tapes, or any
type of sound or picture transcriptions used by motion picture
exhibitors;

(j) meals served without charge or food used in  the
preparation of such meals to employees of any restaurant, eating
house, dining car, hotel, drugstore or other place where meals or
drinks are regularly sold to the public if such employees’ duties
are related to the furnishing or sale of such meals or drinks;

(k) any motor vehicle, semitrailer or pole trailer, as such
terms are defined by K.S.A. 8-126 and amendments thereto, or
aircraft sold and delivered in this state to a bona fide resident
of another state, which motor vehicle, semitrailer, pole trailer
or aircraft is not to be registered or based in this state and
which vehicle, semitrailer, pole trailer or aircraft will not
remain in this state more than 10 days;

(1) all isolated or occasional sales of tangible personal
property, services, substances or things, except isolated or
occasional sale of motor vehicles specifically taxed under the
provisions of subsection (o) of K.S.A. 79-3603 and amendments

thereto;
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(m) all sales of tangible personal property which become an
ingredient or component part of tangible personal property or
services produced, manufactured or compounded for ultimate sale
at retail within or without the state of Kansas; and any such
producer, manufacturer or compounder may obtain from the director
of taxation and furnish to the supplier an exemption certificate
number for tangible personal property for use as an ingredient or
component part of the property or services produced, manufactured
or compounded;

(n) all sales of tangible personal property which is
consumed in the production, manufacture, processing, mining,
drilling, refining or compounding of tangible personal property,
the providing of seérvices or the irrigation of crops for ultimate
sale at retail within or without the state of Kansas; and any
purchaser of such property may obtain from the director of
taxation and furnish to the supplier an exemption certificate
number for tangible personal property for consumption in such
production, manufacture, processing, mining, drilling, refining,
compounding, irrigation and in providing such services;

(o) all sales of animals, fowl and fish, the primary purpose
of which is use in agriculture, the production of food for human
consumption, the production of animal, dairy, poultry or fish
products, fiber or fur, or the production of offspring for use
for any such purpose or purposes;

(p) trade fixtures and equipment which are already installed
and second-hand when sold by a person ceasing to do business
where said fixtures or equipment is installed;

(qg) all sales of prescription only drugs, as defined by
K.S.A. 65-1626 and amendments thereto, dispensed pursuant to a
prescription order, as defined by K.S.A. 65-1626 and amendments
thereto, by a licensed practitioner;

(r) all sales of insulin dispensed by a person licensed by
the state board of pharmacy to a person for treatment of diabetes
at the direction of a person licensed to practice medicine by the

board of healing arts;
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(s) all sales‘ of prosthetic and orthopedic appliances

prescribed in writing by a person licensed to practice the
healing arts, dentistry or optometry. For the purposes of this
subsection, the term prosthetic and orthopedic appliances means
any apparatus, insfrument, device, or equipment used to replace
or substitute for any missing part of the body; used to alleviate
the malfunction of any part of the body; or used to assist any
disabled person in leading a normal 1life by facilitating such
person's mobility; but such term shall not include motor
vehicles, accessories to be attached to motor vehicles or
personal property which when installed becomes a fixture to real
property;
. (t) all sales of tangible personal property oOr services
purchased directly by a groundwater management district organized
or operating under the authority of K.S.A. 82a-1020 et seqg., and
amendments thereto, which property or services are used in the
operation or maintenance of the district;

(u) all sales of used farm machinery and equipment, repair
and replacement parts therefor and services performed in the
repair and maintenance of such machinery and equipment. For the
purposes of this subsection the term "farm machinery and
equipment” shall not include any passenger vehicle, truck, truck
tractor, trailer, semitrailer or pole trailer, other than a farm
trailer, as such terms are defined by K.S.A. 8-126 and
amendments thereto. For the purposes of this subsection "sales of
used farm machinery and equipment" shall mean and include sales
other than the original retail sale of such machinery and
equipment. Each purchaser of farm machinery or equipment exempted
herein must certify in writing on the copy of the invoice or
sales ticket to be retained by the seller that such purchaser is
engaged in farming or ranching and that the farm machinery or
equipment purchased will be used only in farming or ranching. As
used in this subsection, farming or ranching shall include the
6peration of a feedlot;

(v) all leases or rentals of tangible personal property used
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as a dwelling if such tangible personal property is leased or
rented for a period of more than 28 consecutive days;

(w) all sales of food products to any contractor for use in
preparing meals for delivery to homebound elderly persons over 60
.years of age and to homebound disabled persons or to be served at
a group-sitting at a location outside of the home to otherwise
homebound elderly persons over 60 years of age and to otherwise
homebound disabled persons, as all or part of any food service
project funded in whole or in part by government or as part of a
private nonprofit food service project available to all such
elderly or disabled persons residing within an area of service
designated by the private nonprofit organization;

(x) all sales of natural gas, electricity, heat and water
delivered through mains, lines or pipes to residential premises
for noncommercial use by the occupant of such premises and all
sales of natural gas, electricity, heat and water delivered
through mains, lines or pipes for agricultural use;

(y) all sales of propane gas, LP-gas, coal, wood and other
fuel sources for the production of heat or lighting for
noncommercial use of an occupant of residential premises;

(z) all sales of intrastate telephone and telegraph services
for noncommercial use except noncommercial intrastate long
distance telephone service;

(aa) all sales of materials and services used 1in the
repairing, servicing, altering, maintaining, manufacturing,
remanufacturing, or modification of railroad rolling stock for
use in interstate or foreign commerce under authority of the laws
of the United States;

(bb) all sales of tangible personal property and services
purchased directly by a port authority or by a contractor
therefor as provided by the provisions of K.S.A. 12-3418 and
amendments thereto;

(cc) all sales of materials and services applied to
equipment which 1is transported into the state from without the

state for repair, service, alteration, maintenance, remanufacture
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or modification and which is subsequently transported outside the
state for use in the transmission of liquids or natural gas by
means of pipeline 1in interstate or foreign commerce under
authority of the laws of the United States;

(dd) all sales of used mobile homes. As wused 1in this
subsection: (1) "Mobile homes" shall have the meaning ascribed
thereto by K.S.A. 75-1226 and amendments thereto; and (2) T"sales
of used mobile homes" means sales other than the original retail
sale of such mobile homes;

(ee) all sales of tangible personal property or services
purchased for the purpose of and in conjunction with
constructing, reconstructing, enlarging or remodeling a qualified
business facility located within an enterprise zone, which will

qualify for (A) an income tax credit under, (B) a credit against

a tax imposed by K.S.A. 40-252 and amendments thereto, Or (C) a

credit against taxes imposed by K.S.A. 79-1106 through 79-1125

and amendments thereto, all in accordance with the provisions of

K.S.A. 79-32,153 and amendments thereto, and the sale and
installation of machinery and equipment purchased for
installation at such a facility. When a person shall contract
for the construction, reconstruction, enlargement or remodeling
of any such facility, such person shall obtain from the state and
furnish to the contractor an exemption certificate for the
project involved, and the contractor may purchase materials,
machinery and equipment for incorporation in such project. The
contractor shall furnish the number of such certificates to all
suppliers from whom such purchases are made, and such suppliers
shall execute invoices covering the same bearing the number of
such certificate. Upon completion of the project the contractor
shall furnish to the owner of the qualified business facility a
sworn statement, on a form to be provided by the director of
taxation, that all purchases so made were entitled to exemption
under this subsection. All invoices shall be held by the
contractor for a period of five years and shall be subject to

audit by the director of taxation. Any contractor or any agent,
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employee or subcontractor thereof, who shall use or otherwise
dispose of any materials, machinery or equipment purchased under
such a certificate for any purpose other than that for which such
a certificate is issued without the payment of the sales or
compensating tax otherwise imposed thereon, shall be guilty of a
misdemeanor and, upon conviction therefor, shall be subject to
the penalties provided for in subsection (g) of K.S.A. 79-3615
and amendments thereto;

(£ff) all sales of tangible personal property purchased with
food stamps issued by the .United States department of
agriculture;

(gg) all sales of lottery tickets and shares made as part of
a lottery operated by the state of Kansas;

(hh) on and after July 1, 1988, all sales of new mobile
homes to the extent of 40% of the gross receipts, determined
without regard to any trade-in allowance, received from such
sale. As used in this subsection, "mobile homes" shall have the
meaning ascribed thereto by K.S.A. 75-1226 and amendments
thereto;

(ii) all sales of tangible personal property purchased in
accordance with vouchers issued pursuant to the federal special
supplemental food program for women, infants and children;

(j5) all sales of medical supplies and equipment purchased
directly by a nonprofit skilled nursing home or nonprofit
intermediate nursing care home, as defined by
amendments
to residents thereof. This exemption shall not apply to tangible
personal property customarily used for human habitation purposes;

(kk) all sales of tangible personal property purchased
directly by a nonprofit organization for nonsectarian
comprehensive multidiscipline youth development programs and
activities provided or sponsored by such =
ing the renting and leasing of tangible personal property,

sed directly on behalf of a community-based mental
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including the renting and leasing of tangible personal property,
purchased directly on behalf of a community-based mental
retardation facility or mental health center organized pursuant
to K.S.A. 19-4001 et seq., and amendments thereto, and licensed
in accordance with the provisions of K.S.A. 75-3307b and
amendments thereto. This exemption shall not apply to tangible

personal property customarily used for human habitation purposes.
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