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MINUTES OF THE __HOUSE COMMITTEE ON ECONOMIC DEVELOPMENT
The meeting was called to order by ’ Elizabeth Bakerchairperson at
3:38  x¥X/p.m. on Thursday, February 2 1989 in room _423-5  of the Capitol.

All members were present except:

Committee staff present:
Jim Wilson, Revisor
L.ynne Holt, Research
Elaine Johnson, Secretary

Conferees appearing before the committee:

None

The meeting was called to order at 3:38 p.m. by Chairman Baker.
The minutes of the January 24, 25 and 26 meetings were approved.

Jim Wilson of the Revisor’'s Office was recognized and went over the balloon of H.B. 2027 with the
committee. (Attachment |).

Discussion of the balioon followed.

Representative Chronister made a motion that the amendments to H.B. 2027 be accepted.
Representative Aylward seconded. The motion carried.

The committee then discussed the bill as whole.

Representative Chronister made a motion that H.B. 2021 be passed as amended and reported as
a substitute bill. Motion carried.

Letter from the City of Wichita pertaining to H.B. 2021 is (Attachment 2).

The meeting adjourned at 4:19 p.m.

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 1

editing or corrections. Page
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Session of 1989

HOUSE BILL No. 2021 DRAFT OF PROPOSED AMENDMENTS
For Consideration by House Economic Development
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By Joint Committee on Economic Development

1-9

AN ACT relating to economic development; concerning certain in-

come tax credits and sales tax exemptions provided for|facilities

WMMWMWG%—K&H%MM,

requiring chtamL_ ies i ing) enterprise zones
to 5 the department of commerce; amending

—

K.S.A. 1988 Supp 175_) 32,154 and repealing the existing [Geetion,

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

Scchion 4> K.S.A. 1988 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: (a) “Facility” shall mean any factory, mill, plant, refinery,
warehouse, feedlot, 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 prop-
erty located at or within such facility used in connection with the
operation of such facility. The word “building” shall include 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 a facility which satisfies
the requirements of paragraphs (1) and (2) of this subsection.

(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 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

qualified business

,Jreports concerning

79-32,153 and

sections

Section 1 insert attached
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HB 2021 ’ 2 ! iy
~ | | ff:g
46 portions in the operation of a revenue producing enterprise, the" ’ T
47 portion employed by the taxpayer in the operation of a revenue ' e
48 producing enterprise shall be considered a qualified business facility,
49 if the requirements of paragraph (2) of this subsection are satisfied. !
50 (2) I such facility was acquired by the taxpayer from another :
51 person or persons, such facility was not employed, immediately prior |
52 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 tax-
payer, by any other person or persons in the operation of a revenue

producing enterprise and the taxpayer continues the operation of the

56 same or substantially identical revenue producing enterprise, as de-

57 fined in subsection (i), at such facility.

22 (c) “Revenue l""‘l“‘"‘&‘“‘c“’l”‘“f shall mean«{ ‘ : (1) The assembly, fabrication, manufacture or processing of any
MWW%"H‘—“"W, ; agricultural, mineral or manufactured product;

60 (2) the storage, warehousing, distribution or sale of any

61 products of agriculture, mining or manufacturing; -

&2 (3) the feeding of livestock at a feedlot;

63 . (4) the operation of laboratories or other facilities for

. ] tios ontif scientific, agricultural, animal husbandry or industrial

65 Lo L cbandes or industrial-research—develo ...,m; : research, development or testing; . '
ub..\u.t“.“., animalhusbandpy-ortRaustRa-FesCRre—aoveItpiiitan (5) the performance of services of any type:

66 or-testing: (6) the administrative management of any of the foregoing

67 @_me_pefﬁ*manee-ef—sefweeﬂf—ﬁﬂy—‘ﬂ’e? activities; or '

68 (6)—the—administrative-management of-any-of-the-foregoing-aetiv- (7) any combination of any of the foregoing activities. |

69 ities—or

0 E:; l. ti F l: ll ﬁ . t iti E IE
;1 basio-enterprisert

72 “Revenue producing enterprise” shall not mean a swine confine-
73 ment facility as defined in K.S.A. 17-5903, and amendments thereto.
74 (d) “Qualified business facility employee” shall mean a person
| 75 employed by the taxpayer in the operation of a qualified business

! 76 facility during the taxable year for which the credit allowed by K.S.A.
| 71 79-32,153, and amendments thereto, is claimed. A person shall be
78 deemed to be so engaged if such person performs duties in con-

79 nection with the operation of the qualified business facility on: (1)
80 A regular, full-time basis; (2) a part-time basis, provided such person
81 is customarily performing such duties at least 20 hours per week
82 throughout the taxable year; or (3) a scasonal basis, provided such {

~
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HB 2021 3

person performs such duties for substantially all of the season cus-
tomary for the position in which such person is employed. E’lihe-
mber of qualified business facility employees during any taxable

calendar months during such
period. Notwithstanding the pyévidigns of this subsection, for the
by K.S.A. 79-32,153, and
vestment in a qualified

ar in which the qualified business facility investment was made at

(e) “Qualified business facility investment” shall mean the value
of the real and tangible personal property, except inventory or prop-
erty 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 taxable year for which the credit allowed by
K.S.A. 79-32,153, and amendments thereto, is claimed. The value
of such property during such taxable year shall be: (1) Its original
cost if owned by the taxpayer; 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.Ef-hxrqn&Hﬁed
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HB 2021 4

the provisions of this subsecti
credit allowed by K.S.A. 79-32,1

e purpose of computing the
nd amendments thereto, in the

yeappreceding the taxable year in which the qualified business
flity investment was made at the facility] '
() “Commencement of commercial operations” shall be decmed
to occur during the first taxable year for which the qualified business
facility is first available for use by the taxpayer, 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) “Qualified business facility income™ shall mean 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 qualified business facility. If a taxpayer
has income derived from the 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
taxpayer’s Kansas taxable income, computed in accordance with ar-
ticle 32 of chapter 79 of the Kansas Statutes Annotated and amend-
ments thereto, by a fraction, the numerator of which is the property
factor, as defined in paragraph (1), plus the payroll factor, as defined
in paragraph (2), and the denominator of which is two.

(1) The property factor is a fraction, the numerator of which is

the average value of the taxpayer’s real and tangible personal prop- (
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HB 2021 5

erty owned or rented and used in connection with the operation of
the qualified business facility during the tax period, and the denom-
inator 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.

(2) The payroll factor is a fraction, the numerator of which is the
total amount paid during the tax period by the taxpayer for com-
pensation to persons qualifying as qualified business facility em-
ployees, 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 thercto.

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

(h) “Related taxpayer” shall mean (1) a corporation, partnership,
trust or association controlled by the taxpayer; (2) an individual,
corporation, partnership, trust or association in control of the tax-
payer; 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, directly 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.

(i) “‘Same or substantially identical revenue producing enterprise”
shall mean 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 con-
ducted in the same manner and to or for the same type of customers

-
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HB 2021 6

as the products, services or activities produced, sold, performed or
conducted in another revenue producing enterprise.

(i\ “Kansas basic enterprise” shall mean an enterprise whi

(1)\Is or proposes to be located or principally based in Kansas;
and

(2) cay provide demonstrable evidence that:

(A) It 15 or will be primarily engaged in any one or jnore of the
Kansas basid\ industries; or :

(B) it is o will be primarily engaged in the development or
production of gapds or the provision of services forfout-of-state sale;
or

(C) it is or will\pe primarily engaged in the fproduction of goods
or the provision of sgrvices which will attractfout-of-state buyers or
consumers into the stie; or . ‘

(D) it is or will be wimarily engaged An the production of raw
materials, ingredients or\components fyr other enterprises which
export the majority of theik products from the state; or

(E) it is a national or egional Jenterprise which is primarily
engaged in interstate commercg; oy

(F) it is or will be primarily\ghgaged in the production of goods
or the provision of services whic will supplant goods or services
which would be imported int the \tate; or

(G) it is the corporate regiond_headquarters of a multistate
enterprise which is pri rily engaged in out-of-state industrial
activities.

(k) “Kansas basic i dustry” shall meamn

(1) Agriculture;

(2) mining;

(3) manufactufing;

(4) interstaty transportation;

(5) wholesdle trade which is primarily engaged\in multistate ac-
tivity or which has a major import supplanting ej{ect within the
state;

(6) financial services which are primarily engaged \n providing
such s¢rvices for interstate or international transactions;

(7)/ business services which are primarily engaged in Rroviding
such services in out-of-state markets; \

/24
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research and development of new products, processes or

9) ngaged in for the
purpose of attracting out>
As used in subsections {f ), “primarily engaged” means

engagement.

New Sec. 2.3 (a) Each city or county that designated an enterprise
zone pursuant to K.S.A. 12-17,109, and amendments thereto, which
was approved by the secretary of commerce, shall submit an annual

report to the [depactment] of commerce, in such form as the [do—

parbment{may require, on or before February 15 of each year, which
report shall include: :

(1) A list of local incentives for economic development available
in such area during the prior year;

(2) the usage and revenue impact of the local incentives which
the governing body committed to provide in such area in the plan
required in K.S.A. 12-17,109, and amendments thereto; o-

secretary

and

) [:i | £ business—establis} Jocated—in_t}

el

—@ such other information as required by the secretary of
commerce. '

(b) The Eepeﬁmenﬂshall submit an annual report to the governor
and the legislature by March 1 of each year detailing the information

secretary of commerce

provided pursuant to subsection (a)f

Sec. 3. Any taxpayer who has qualified for the income

credits under_the act of which this act is amendatory o such

income tax credits the sales tax exemption ant to subsection

@t. Such taxpayer may also claim for the remainder of such

[and pursuant to subsection (e) of K.S.A. 1988 Supp. 79-32,153,
land amendments thereto
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eriod, the income tax credits or both such credits and
sales tax exemmpti

for any further construction tuction, en-

larging, remodeling or insta achinery and equipment with

respect to the cility for which the tax riginally qualified

New Sec. 4. The provisions of this act shall be applicable to all
taxable years commencing after December 31, 1989.

Sec. 5. K.S.A. 1988 Supp. 79-32,154 is hereby repealed.

Sec. 6. This act shall take effect and be in force from and after
January 1, 1990, and its publication in the statute book.

i~ ¥
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Section 1. K.S.A. 1988 Supp. 79-32,153 is hereby amended to

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

income tax act who shatl-iavest 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 (b) or (c),

as the case requires, against the tax imposed by the Kansas
income tax act 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 each of the nine succeeding taxable
years. No credit shall be allowed under this section unless the
number of qualified business facility employees, as determined
under subsection (d) of K.S.A. 79-32,154, and amendments thereto,
engaged 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 1is ciaimed equals or
exceeds two. | |

(b) The credit allowed by subsection (a) for any taxpayer
who 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 income‘tax, but not in excess of 50% of such
tax, othgrwise imposed by the Kansas income tax act on the
taxpayer's qualified business facility income, as defined 1in
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:

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

(2) 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.

G 76
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(c) The credit allowed by subsection (a) for any taxpayer
who invests in a qualified business facility within an enterprise

zone on or after the effective date of this act, other than a

taxpayer to which the provisions of subsection (d) apply, 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
taxpayer's qualified business facility income, as defined 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:

(1) 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 paragraph (2)
of this subsection (c);

(2) five hundred dollars for each qualified business
fa;ility employee as determined under K.S.A. 79-32,154, and
amendments 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

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

(d) The credit allowed by subsection (a) for any taxpayer

who invests in a qualified business facility which is employed by

the taxpayer directly and primarily in the manufacturing,

assembling, processing or finishing of tangible personal property

intended for resale and which is located 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 taxpayer's

qualified business facility income, as defined in subsection (qg)

of K.S.A. 79-32,154, and amendments thereto, for the taxable year

-7 =00



for which such credit is allowed. Such portion shall be an amount

equal to the sum of the following:

(1) Five hundred 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 (2)

of this subsection (d);

(2) seven hundred dollars for each qualified business

facility employee as determined under K.S.A. 79-32,154, and

.amendments 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

(3) five 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.

(e) Each taxpayer claiming the credit allowed by subsection

(a) who invests in a qualified business facility within an

enterprise zone shall complete and return a separate information

report to the secretary of revenue with the tax return form

prescribed for such credit. The information form shall be as

prescribed by the secretary of revenue and shall include

information identifying ‘the qualified business facility, the
,\QA’VL‘S)

enterprise zone in which it is located and the number of employee‘
Al

positions created during the prior year. The secretary of revenue

shall transmit all information forms received under this

subsection to the secretary of commerce. The information

contained in the information forms may be used by the secretary

of commerce for purposes of economic development activities and

as provided in section 3.

(f) No credit shall be allowed under this section for

investment in a public utility, as such term is defined in K.S.A.

66-104 and amendments thereto.

a~1t-17]
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OFFICE OF THE CITY MANAGER January 31, 1989

CITY HALL — THIRTEENTH FLOOR
455 NORTH MAIN S8TREET
WICHITA, KANSAS 87202

{218) 2684351

House Economic Development Committee
Flizabeth Baker, Chairperson

State Capitol Building :
Topeka, KS 66612

Re: House Bill No. 2021: Economic Development; Tax Credits
and Enterprise Zones

Ladies and Gentleman::!

The City of Wichita supports the intent of the initial Enterprise Zone Act
vhich encourages the revitalization of economically distressed areas. The
Act encourages revitalization by providing financial incentives for nev and
expanding businesses. These incentives provide an environment conducive
for the creation of nev jobs, and nev sources of income particularly for
disadvantaged workers.

Although supportive of the general concept of Enterprise Zone legislation,
the City is opposed to certain aspects of HB 2021. Our concerns are as
follows:

(1) The City is actively encouraging redevelopment in several key areas of
our community currently located in our enterprise zone. These areas
include corrigors along 21st, 17th, and 13th Streets from Inter-

state-35 to Hillside Street and the core area of our downtown. These
areas are considered to be economically distressed and would benefit
from the economic {ncentives available uynder current enterprise zone
legislation. vithout incentives, {ncluding enterprise zone credit, it
may be difficult, 1f not impossible to attract competitive businesses
into these areas. vith HB 2021, as nov drafted, nev businesses
locating in these areas vill no longer be able to qualify for these
incentives. We view this as having a very negative impact for
encouraging growth and development within distressed areas, including
the downtown area.

(2) HB 2021 requires an annual reporting requirement. According to this
bill, any city or county with an enterprise zone must provide a report
which includes information on t he usage and revenue impact of the

local incentives, the number of businesses vithin the zone, and the
nev jobg created. Although this information may be important for
documenting the effectiveness of enterprise zone legislation, it is

Ot ochomant 2 2/2/85
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Blizabeth Baker, Chairperson
Page Two
January 31 1989

problematic because it will require an extensive amount of adminis-
tration and record keeping. 1In our particular situation, we have
between 2,000 and 4,000 businesses located within a zone. Even though
wve are a larger city than many others opposing this bill, we do not
have the resources available to track this information. One possible
suggestion is to develop a form to be submitted to the Department of
Revenue by participating businesses which would provide the needed
data.

As stated above, the City requests that your Committee carefully review the
effect and serious negative impacts of this legislation on economically
distressed areas, We support the intent of the initial legislation, but
also recognize that many of our depressed areas must contain retail and
service businesses. We would also encourage you to develop some other
reporting mechanism in order to gather information felt necessary (by the
State) on the use of enterprise zones.

Yours truly,

(2 {,«./;u/ /}74'//&1"’4 S

Catherine Holdeman
Intergovernmental Relations Officer
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