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Date
MINUTES OF THE __senate ~ COMMITTEE ON _ASSESSMENT AND TAXATION
The meeting was called to order by __genator Audrey Languworthy . Vice Chairperson at
airperson
11:00 _ a.m./Bgwy on _Thursday, March 2 1989 in room _519-g of the Capitol.

All members were present except:

Senator Dan Thiessen, Chairman (Excused)

Committee staff present:

Don Hayward, Revisor's Office

Chris Courtwright, Research Department
Tom Severn, Research Department

Marion Anzek, Committee Secretary

Conferees appearing before the committee:

Madam Chairperson called the meeting to order and said the agenda for today is SB42,
SB178, SB283 and SB176. She asked the committee to turn their attention to SB42 and
called on Senator Fred Kerr.

Senator Kerr said we have had quite a bit of testimony, committee discussion, and
conversation on SB42; we also had Don Hayward do some suggested amendments to the
bill. The problem that was brought to us was the case of large equipment that rented
out on demonstration, and therefore was no longer inventory. Don Hayward has prepared
a balloon to take care of that situation, narrowly drawn, so not to open up a
loophole.

The Senator asked Don Hayward 1if he would read and explain that part to the
committee.

Don Hayward said they went into the definition of "merchant" and added back the
original language which was that tangible personal property has to be purchased for
resale in ordinary course of business, without modification or change in form or
substance, and without any intervening use. This 1is the language that makes an
exception to the requirement "without any intervening use" except that, an incidental
use, including but not limited to the rental or lease of any such property shall
not be deemed to be an intervening use.

The new language that has been introduced in the bill in lines 40 and 41 has
been struck, and in lines 44 to 48, we cleaned up and made certain the type of assests
that were not to be included in inventory. These are capital assests that are subject
to depreciation or cost recovery accounting for Federal Income Tax purposes, that
are retired from regular use by it's owner and held for sale or is standby surplus
equipment, and are not to be classified as inventory. He said Senator Kerr had
indicated he would like to insert the word "primarily" on line 30, after the word
purchases, and on line 39, insert the word "primarily" after the word "are". _Ath T

Senator Kerr said the idea 1is not to violate the status of inventory by having the
incidental use of renting or leasing allowed. Therefore the idea of this language
is not to allow the regular rental business, such as video or car renting, to get
the exempt status.

Don Hayward said the old law was considerably different than the language that was
passed last year in SB453. (ATTACHMENT 2)

Senator Fred Kerr moved to adopt amendment in SB42, by inserting "primarily" in line
30 after "purchased, and insert "primarily" on line 39 after "are", seconded by
Senator Karr. The motion carried.

Senator Fred Kerr moved to favorably pass SB42 as amended, seconded by Senator Petty.
The motion carried.

Madam Chairperson turned attention to SB178, and she said this is the 2nd community
college bill. It provides exemption from ad valorem taxes, which would continue
after the industrial revenue bonds are paid off, if the title to the facility
constructed with industrial revenue bonds remains in the name of the community college

or public institution. Madam Chairperson asked Don Hayward to explain the amendments

to M' Unless specifically noted, the individual remarks recorded herein have not
been transeribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 1 2
editing or corrections. Page _ Of PR S—
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Don Hayward explained the amendment (ATTACHMENT 3) and said instead of inserting
the amendments, on line 63, they should be inserted on line 71. What the amendment
does 1is restrict only to industrial revenue bonds, used primarily for academic or
vocational education programs designed for and operated under contract with private
industry, located upon land of an institution, as long as the title to the land stays
with the institution, and this is defined in SB177-sub-section B.

Senator Fred Kerr moved to amend into SB178, in 1line 62, by striking all after

"issued", and inserting a period; by striking all in lines 63 to 66, inclusive; in

line 71, before the period by inserting", except that, with respect to any industrial

training center used primarily for academic or vocational education programs designed

for and operated under contract with private industry located upon land of an

institution, as defined by K.S.A. 79-6al3, and amendments thereto, such exemption

from taxation shall not terminate upon expiration of such 10-year period but shall

continue in effect for so long as fee simple title to the land upon which any such

property is located is vested in an institution, as defined by K.S.A. 79-6al3, and

amendments thereto", in line 78, before "such" by inserting ", with respect to any

industrial training center wused primarily for academic or vocational education

programs designed for and operated under contract with private industry located upon

land of an institution, as defined by K.S.A. 79-6a-13, and amendments thereto,";

in line 81, by striking all after "in" and inserting "an institution, as defined

by K.S.A. 796a-13, and amendments thereto.", seconded by Senator Petty. The motion

to amend carried.

Senator Kerr moved to pass SB178 favorably as amended, Seconded by Senator Petty.
The motion carried.

Madam Chairperson moved attention to SB283 and said this is the bill that would raise
the threshold on those eligible for «credits, for adjusting for handicapped
accessibility. She passed a memorandum from the Department of Revenue showing the
fiscal impact. (ATTACHMENT 4)

Senator Petty moved to adopt SB283 favorably for passage, seconded by Senator Karr.

The motion carried.

Madam Chairperson turned attention to SBl76. She passed out the amendments that
were suggested by Wayne Sims of Wyandotte House in Kansas City, Kansas, and asked
Don Hayward to review the amendments for the committee.

Don Hayward said the first change in the bill "impoverished area", was deleted and
"Kansas" inserted throughout the bill, on lines 77 through 82. The approval of xthe
proposals for neighborhood assistance programs by the local governments was deleted;
on line 84. "invested" was deleted, and "contributed" was inserted. They also asked
that the carried "forward be allowed until the total amount of the credit is used",
and they also put in an "aggregate limit for any fiscal year for $5M", they also
asked for New Section 5 be deleted, and a new section be inserted, putting the
approval of the proposal in the hands of the Director of the Division of Industrial
Development of the Department of Commerce. (ATTACHMENT 5)

There was committee discussion regarding the aggregate cap, rather than limiting
a contribution to $50,000, and there were concerns about the impact on 1local
governments.

Madam Chairperson adjourned the meeting at 12:00 noon saying we will meet tomorrow.

* On Wednesday, March 22, 1989, a member requested that the tape from the meeting
be part of the minutes to be turned in to Legislative Service's at the end of the
session, for permanent record.
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Session of 1989

SENATE BILL No. 42

By Senator Salisbury

1-17

AN ACT relating to property taxation; concerning the exemption of
merchants” inventory; amending K.S.A. 1988 Supp. 79-201m and
repealing the existing section.

Attachment 1

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

Section 1. K.S.A. 1988 Supp. 79-20lm is hereby amended to
read as follows: 79-201m. To the extent herein specified, merchants’
and manufacturers’ inventory shall be and is hereby exempt from
all property or ad valorem taxes levied under the laws of the state
of* Kansas.

As used in this section:

(a) “Merchant” means and includes every person, company or
corporation who shall own or hold, subject to their control, any
tangible personal property within this state which shall have been

purchased for resale wi

, regardiess—efwhether—or in the ordinary course of business without
ﬁw4hwewaniMwwwm%4w&qﬂ&wk4mqma%ﬁwMAMgﬂmJaue modification or change in form or substance
aanop and_wi;hout any intervening use, except thaé

(b) “manufacturer” means and includes every person, company an incidental use, including but not iimited’
to the rental or lease of any such property
shall not be deemed to be an intervéniﬁg usé

or corporation who is engaged in the business of transforming, re-

fining or combining materials and labor to convert tangible personal
property from one form to another including packaging; and

(c) “inventory” means and includes those items of tangible per-
sonal property that: (1) Are held for sale in the ordinary course of
business Fegafdlegg-of—whetkef—m—fkm intervening-use-of
Mﬂy#duding-&he-leas&#h@g‘] (finished goods); (2) are in
process of production for such sale (work in process); or (3) are to
be consumed either directly or indirectly in the production of fin- l N Eap YO aseer

ished goods (raw materials and supplies). Igfemﬁl -

Senate Assessment and Taxation
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ciation or cost recovery accounting for federal income tax purposes

Wﬁ%%kﬁ%%m [that is retired

from regular use and held for sale or as standby orfas[surplus cquip-

|lby 1its owner

ment %hall not be classified as inventory. .
The provisions of this section shall apply to all taxable ycars com-
mencing after December 31, 1988.
Sec. 2. K.S.A. 79-201m is hereby repealed.
Sec. 3. This act shall take effect and be in force from and after

its publication in the statute book.

\\by such owner




LN 791001, Definitions. As used in this
act: {(a) The word “merchant” shall mean
and include every person, company or cor-
poration who shall own or hold, subject to
his or her control, any personal property
within this state, which shall have been
purchased with a view of being sold at an
advanced price on profit, or which shall
have been consignéd to him or her for the
purpose of being so sold.

(b) The word “inventory” shall mean
and include all personal property owned or
held, subject to the control of a merchant,
which shall have been purchased by him or
her with a view of being sold at an advanced
price or profit, or which shall have been
consigned to him or her for the purpose of
being so sold.

<+ 79.1003. Manufacturers annual per-
sonal property statement: how average
amount determined. (1) Everv person. com-
pany or corporation who shall hold or pur-
chase personal property for the purpose ot
adding to the value thereot by any process
of manufacturing, refining or by the combi-
nation ot ditferentmaterials, shall be held to
be a manutacturer:

Attachment 2
| Senate Assessment and Taxation
Thursday, March 2, 1989




PAS1 78 k.

On page 2, in line 62, by striking all after "issued" and
inserting a period; by striking all in lines 63 to 66, inclusive:
in line 71, before the period by inserting ", except that, with
respect to any industrial vtraining center used primarily for
academic or vocational education programs designed for and
operated under contract with private indus%;y located wupon land
of an institution, aé defined by K.S.A. Z§;6al3, and amendments
thereto, such exemption from taxation shall not terminate upon
expiration of such 10-year period but shall continue in effect
for so long as fee simple title to the land upon which any such
property is located 1is vested in an institution, as defined by
K.S.A.<§§-6al3, and amendments thereto"; in 1line 78, before

"

"such" by inserting , with respect to any industrial training
center wused primarily for academic or vocational education
programs designed for and operated under contract with private
industry located upon land of an institution, as defined by
K.S.A. 79-6al3, and amendments thereto,"; in line 81, by striking

all after "in" and inserting "an institution, as defined by

K.S.A. 79-6al3, and amendments thereto."

(3& {b.muag A Kr\/\x\«f,wh,f.ﬂ

Attachment 3
Senate Assessment and Taxation
Thursday, March 2, 1989
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MEMORANDUM

TO: Mr. Michael O'Keefe, Director DATE: February 27, 1989
Division of Budget

FROM: Kansas Department of Revenue RE: Senate Bill 283
As Introduced

BRIEF OF BILL:

Senate Bill 283, as introduced, amends K.S.A. 79-32,176 by providing new Kansas
adjusted gross income brackets and percentages of handicapped accessibility
expenditures that would be allowed as a credit against Kansas income tax. The

provisions of this act would be applicable to all tax years commencing after
December 31, 1988.

The effective date of this bill is July 1, 1989.

FISCAL IMPACT:

Passage of this bill could slightly reduce Fiscal Year 1990 State General Fund
revenues.

o

n tax year 1985 only two handicapped accessibility credits totaling 35600 were
laimed.

O -

ADMINISTRATIVE IMPACT:

It is estimated that the Department of Revenue will be able to absorb any additional

workload generated by this legislation with existing resources and without additional
funding.

APPROVED BY:

Ed C. Rolfs
Sccretary of Revenue

Attachment 4
Senate Assessment and Taxation
Thursday, March 2, 1989
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Session of 1989

SENATE BILL No. 176

By Senators Langworthy and Bond

2-7

AN ACT relating to income taxation; authorizing credits for certain
expenditures or contributions for certain community improvement
programs against income tax for certain businesses and the priv-
ilege tax on financial institutions; amending K.S.A. 1988 Supp. 79-
32,120 and 79-32,138 and repealing the existing sections.

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

New Section 1. This act shall be known and may be cited as
the “neighborhood assistance tax credit act.”

New Sec. 2. As used in this act, the following words and phrases
shall have the meanings ascribed to them herein: (a) “Business firm”
means any business entity authorized to do business in the state of
Kansas which is subject to thestate income tax imposed by the
provisions of the Kansas income tax act, or any national banking
association, state bank, trust company or savings and loan association
paying an annual tax on its net income pursuant to article 11 of
chapter 79 of the Kansas Statutes Annotated;

(b) “community services' means any type of counseling and ad-
vice, emergency assistance or medical care furnished to individuals

or groups in @n-impeverished-ares;

(c) “crime prevention” means any activity which aids in the re-
duction of crime in an impoverished area;
(d) “education” means any type of scholastic instruction or schol-

arship assistance to an individual who resides in jan—impeverished

[Kansas

i

@\ that enables such individual to prepare for better life

opportunities;

\ (eV—impoverished -area”-means -any-area -designated-by-a-eity-or

e . “Llighied arear —asi-defined—in—K-S-A 17 4760—an
OtHIty —aS—f—bHEhrca—arcds aS5—aeea O ouTTTant

amendments—theretor

Kansas

Bﬁj “job training  means any type of instruction to an individual

Attachment 5

Senate Assessment and Taxation

Thursday, March 2, 19
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who resides infan-impeveri jthat enables such individual to
acquire vocational skills so that such individual can become em-

ployable or be able to seek a higher grade of employment;

{ Kansas

[(g}] “neighborhood assistance” means furnishing financial assist-
ance, labor, material and technical advice to aid in the physical

@

improvement of any part or all of [an-impeverished Jarea;

neighborhood

[—(_lr)-rf “neighborhood organization means any organization perform-
ing community services in ;}-impevepisheé—.a@and which: (1) Has

|2
| (9)

obtained a ruling from the internal revenue service of the United
States department of the treasury that such organization is exempt
from income taxation under the provisions of section 501(c)(3) of the
federal internal revenue code; or :

(2) is incorporated in the state of Kansas as a non-stock, nonprofit
corporation; or

(3) has been designated as a community development corporation
by the United States government under the provisions of title VII
of the economic opportunity act of 1964.

New Sec. 3. Any business firm which engages in the activitier

of providing neighborhood assistance, job training or education for
individuals, community services or crime prevention in @5‘/-
mshcd_—-ér__ga—] ither directly, or through contributions to a neigh-
borhood organization, shall be allowed a credit, as provided in section
4, against the tax imposed by the Kansas income tax act, or the tax
on net income of national banking associations, state banks, trust

companies or savings and loan associations imposed under article 11
of chapter 79 of the Kansas Statutes Annotated, if the proposal for
furnishing neighborhood assistance, job training, community services
or crime prevention is approved by the governing body of the city
or county in which such business firm or neighborhood organization
to which contributions are being made, is engaging in such activities.
The proposal shall set forth the program to be conducted, !ax_t;:rm-
poverished-—a;ea—seleeted, the estimated amount to be invested in
the program and the plans for implementing the program. @w-
defwwmww sal
shall -adopt;- by reso}uﬁeﬁegaleﬁens—ﬂefhﬁg—feﬂh—guiéeﬁnes—ﬂnd
standards -required-tor—{the o L s ainess—firms
Ne—propesal-shall be-appreved—-a&ﬁl-sueh—fegu-laﬁeﬂs—have—been

DI FOVE a S EQTHASA sy
apPprovid Saacjeienis Py—Du

[Kansas

[Ramsas_
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approved by the state secretary of revenue.|

New Sec. 4. The amount of credit allowed pursuant to. section

[contributed

3 shall not exceed 50% of the total amount _J during the
taxable year by the business firm in programs approved pursuant to
section 3 or 50% of the total amount contributed to a neighborhood
organization for such purposes. Such tax credit shall not exceed
$50,000 in any taxable year. No tax credit shall be granted to any
bank, bank and trust company, trust company, national bank, savings
and loan association or building and loan association for activities
that are a part of its normal course of business. Any tax credit not
used for the taxable year the investment or contribution was made

//lforward untll the total amount of the credit is used

may me'ﬂbe carried Jover-to- any—suceeedanyaxable—_@

New Sec. 5. ]?he—decmon-ﬁf the—gevemmg—bedy—ef—a?ew—er‘

eeunty—te—approve—or-d;sapprove—a—pmpesal—pmam—te—seew
shall be-in wntmg——and-lf such p;oposal.m.app:oued,—a—cop)c-of—th

In no event shall the total amount of credits allowed

under this section exceed $5, OOO 009 for any one

fiscal vear.

Sec. 6. K.S.A. 1988 Supp. 79-32,120 is hereby amended to read
as follows: 79-32,120. (a) If federal taxable income of an individual
is determined by itemizing deductions from such individual’s federal
adjusted gross income, such individual may elect to deduct the Kan-
sas itemized deduction in lieu of the Kansas standard deduction.
The Kansas itemized deduction of an individual means the total
amount of deductions from federal adjusted gross income, other than
federal deductions for personal exemptions, as provided in the federal
internal revenue code with the modifications specified in this section.

(b) The total amount of deductions from federal adjusted gross
income shall be reduced by the total amount of income taxes imposed
by or paid to this state or any other taxing jurisdiction to the extent
that the same are deducted in determining the federal itemized
deductions, by the amount of any charitable contribution made to
the extent the same is claimed as a basis for the credit allowed
pursuant to section 3 and by the amount of all depreciation deduc-
tions claimed for any real or tangible personal property upon which
the deduction allowed by K.S.A. 79-32,168, and amendments
thereto, is or has been claimed.

(c) The total amount of deductions from federal adjusted gross

division of industrial
department of commerce shall
proposal of the Dbusiness
firm, except that, no proposal shall be approved
which does not have the endorsement of the agency
of local government within the area in which the
business firm is engaging in such activities which
has adopted an overall community or neighborhood
development plan. The proposal shall set forth
the program to be conducted, the neighborhood area
to be served, why the program is needed, the
estimated amount to be invested in the program and
the plans for implementing the program. The
director is hereby authorized to promulgate rules
and regulations for establishing criteria for
evaluating such proposals by business firms for
approval or disapproval and for establishing
priorities for approval or disapproval of such
proposals by business firms with the assistance
and approval of the director of the department of
revenue.

The director of the
development of the
annually approve the
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income shall be increased by the amount for the amortization de-
duction for a solar energy system allowed pursuant to K.S.A. 79-
32,168, and amendments thereto and for taxable year 1987, all un-
reimbursed employee business expenses allowable as a miscellaneous
itemized deduction pursuant to section 67 of the federal internal
revenue code except such expenses claimed as an itemized deduction
pursuant to K.5.A. 79-32,120, and amendments thereto.

Sec. 7. K.S.A. 1988 Supp. 79-32,138 is hereby amended to read
as follows: 79-32,138. (a) Kansas taxable income of a corporation
taxable under this act shall be the corporation’s federal taxable in-
come for the taxable year with the modifications specified in this

section.
(b) There shall be added to federal taxable income: (i) The same

modifications as are set forth in subsection (B) of K.S.A. 79-32,117,
and amendments thereto, with respect to resident individuals.

(i) The amount of all depreciation deductions claimed for any

real or tangible personal property upon which the deduction is al- .7

lowed by K.S.A. 79-32,161, and amendments thereto.

(iii) The amount of all depreciation deductions claimed for any
property upon which the deduction allowed by K.S.A. 79-32,168,
and amendments thereto, is claimed.

(iv) The amount of any charitable contribution deduction claimed
for any contribution or gift to or for the use of any racially segregated
educational institution.

(v) The amount of any charitable contribution made to the extent
the same is claimed as a basis for the credit allowed pursuant to
section 3.

(c) There shall be subtracted from federal taxable income: (i) The
same modifications as are set forth in subsection (c) of K.S.A. T79-
32,117, and amendments thereto, with respect to resident
individuals.

(i) The federal income tax liability for any taxable year com-
mencing prior to December 31, 1971, for which a Kansas return
was filed after reduction for all credits thereon, except credits for
payments on estimates of federal income tax, credits for gasoline and
lubricating oil tax, and for foreign tax credits if, on the Kansas income
tax return for such prior year, the federal income tax deduction was

P
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computed on the basis of the federal income tax paid in such prior
year, rather than as accrued. Notwithstanding the foregoing, the
deduction for federal income tax liability for any year shall not exceed
that portion of the total federal income tax liability for such year
which bears the same ratio to the total federal income tax liability
for such year as the Kansas taxable income, as computed before any
deductions for federal income taxes and after application of subsec-
tions (d) and (e) of this section as existing for such year, bears to
the federal taxable income for the same year.

(iii) An amount for amortization of the amortizable costs of a
certified oil production process as computed under K.5.A. 79-32,161,
and amendments thereto.

(iv) An amount for the amortization deduction for a solar energy
system allowed pursuant to K.S.A. 79-32,168, and amendments
thereto.

(v) For all taxable years commencing after December 31, 1987,
the amount included in federal taxable income pursuant to the pro-
visions of section 78 of the internal revenue code.

(vi) For all taxable years commencing after December 31, 1987,
80% of dividends from corporations incorporated outside of the
United States or the District of Columbia which are included in
federal taxable income.

(d) If any corporation derives all of its income from sources within
Kansas in any taxable year commencing after December 31, 1979,
its Kansas taxable income shall be the sum resulting after application
of subsections (a) through (c) hereof. Otherwise, such corporation’s
Kansas taxable income in any such taxable year, after excluding any
refunds of federal income tax and before the deduction of federal
income taxes provided by subsection (c)(ii) shall be allocated as pro-
vided in K.S.A. 79-3271 to K.S.A. 79-3293, inclusive, and amend-
ments thereto, plus any refund of federal income tax as determined
under paragraph (iv) of subsection (b) of K.5.A. 79-32,117, and
amendments thereto, and minus the deduction for federal income
taxes as provided by subsection (c)(ii) shall be such corporation’s
Kansas taxable income.

(e) A corporation may make an election with respect to its first
taxable year commencing after December 31, 1982, whereby no
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addition modifications as provided for in subsection (b)(ii) of K.S.A.
79-32,138 and subtraction modifications as provided for in subsection
(c)iii) of K.S.A. 79-32,138, as those subsections existed prior to their
amendment by this act, shall be required to be made for such taxable
year.

New Sec. 8. The provisions of this act shall be applicable to all
taxable years beginning after December 31, 1988.

Sec. 9. K.S.A. 1988 Supp. 79-32,120 and 79-32,138 are hereby
repealed.

Sec. 10. This act shall take effect and be in force from and after
its publication in the statute book.

AN
. .,




