Approved

MINUTES OF THE _House  COMMITTEE ON Taxation

The meeting was called to order by __Representative Keith Roe at
Chairperson

9:00  am./pxx on __January 10 1990in room 519-S _ of the Capitol.

All members were present except:

Representative Grotewiel, absent
Representative Lowther, excused

Committee staff present:

Tom Severn, Research

Chris Courtwright, Research

Don Hayward, Revisor's Office
Lenore Olson, Committee Secretary

Conferees appearing before the committee:
Ed Rolfs, Secretary of Revenue '

Secretary Rolfs reviewed a Memorandum on Tax Exemptions and Sales Tax
on Services (Attachment 1)

The Secretary reviewed the three major groups of exemptions and their
fiscal impact:

(1) definitional at $2953.9 million

(2) legal/policy at $131.3 million

(3) policy at $315.5 million

In response to Committee requests, Secretary Rolfs replied that he
would furnish information on:
(1) the number of states that tax mail order sales and those
states with agreements
(2) data on the shift from spending on goods to spending on
services
(3) states that tax services

The Secretary reviewed the elasticity problems with the Kansas sales

tax. He explained that in the long run, if tax revenues don't match the
rate of growth in personal income, tax rates will be continually
increasing to maintain government services or services will be decreased.
He stated that the sales tax over time has become more inelastic with
the two primary causes:

(1) the exemption base is growing each year
(2) more money is being spent on services rather than on goods

The minutes of January 9, 1990, were approved.

The meeting adjourned at 10:00 a.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

editing or corrections. Page i Of __l_




NAME

g/’/ P (/(///u /Ci’

HOUSE COMMITTEE ON TAXATION

DATE ‘// o/ ] 22

ADDRESS

Topeka

REPRESENTING

\\ \)\\ Q Y 4NN

7

5 /V\ezf/u;f‘/.-? [ SoQi /Jg

\LL/M L:AGJWIC"]

j’t; ‘UZ'»_(.!L “au

<(>L

2
Kodhn Hiicy

r\/\lflx'y.vlié"

I J

/r‘ /A‘ { ;I !‘“. .'\ l

sz

"/4’////

\>Z/ 72 K?/’x;(‘v

-.‘/

) —;/

2 /. /
A Ay 2 S 57

B //( ﬁCu r'f';

g el
v

/
/- opDe/

K /45551‘ .:"’ ‘ :"(‘ j,,»p,./ I:}Ia:

Ep DE f)m,-ns IE

OFPEEi

A i g
K$  (alrrAcTarRs  Astoc.

jT)/* ! (, alr (l,v'u(‘ [

T = ’( a

éyl,‘)}lqu Vd adesn ')?)

Vemnu  \ocl
Y

Topekq

L BT

T’A‘T HUuBBELL

BETNSE KalLway

4
‘).\,/1 L \\"\)7_1)‘ 4

i DpPE /“:‘ "{\]
i

c "

A\ bt / 2.0
f/("/;&‘(i 1y

_&T\‘\‘:"’ (l K)’nm TEA

) ISELY

'<T'() ‘(_)ﬂ 1A

A
\-(5, ?.Au.\’/ 0AD RS5O

%7/8 r/‘lrt% é‘?‘/"‘f) 2

i

/(g 45 Sz /54/1% o 5‘/\w\

/

K5 Socal ) (7AS

%)(;;) % ) : //;—'-" Kl ) /’) //( )

/b

I ¢ hn s . SR AS

[A\A {5 ES

NS Assocws /% D ES
Yorne,

WW

/@,Qﬁfu

)en;{e/

A , TA/OPP.”\
L , J !
. / 7 el v ¢
fif?f() Lt Lty g 7228 /x////f 1y OF 71%5(\
7
// : e o, Ay, /
N Tl b 1 2!
\ : i
/ / c
(AL A | / / | ) /<
I T ; T '
b ooU AN nd AN ) — N . !
DAL M A ’V‘-"'L‘Jv / ,"\ \As -'w\: 4 (L’.:('x ' Tl e’ v T ‘,,'uv?,,‘ ;
e T , - a4 /
N ';‘.’ 4l :‘./ G\/./ € [ A /\ a7 & ( "/ ‘4’ /) &) /“ \‘/ <,




HOUSE COMMITTEE ON TAXATION

DATE / / /

ADDRESS

REPRESENTING

i 7 (s . ;
2 i e i /

* A ji i i y /

71 2 é j ’ .
- -

A Vi / ey
LFS Ty e L

s <)
ernie (20 ()




Memorandum

Janvary 10, 1990
To: The HHonorable Keith Roe, Chairman
House Taxation Committee

From: d C. Rolfs
Secretary of Revenue

Subject: Sales Tax Exemptions and Sales Tax on Services

The information presented below is a list of items that would broaden and strengthen
the State General Fund revenue base. Please keep in mind that the figurcs below arc
preliminary and will need further rescarch if selccted.  Some of (he sales tax
exemption cstimates are extrapolated from 1982 Burcau of the Census statistics.

State Sales Tax: Sales tax exclusions and exemptions.

Statute Exclusion/Exemption Fiscal _Tmpact

79-3602 (c) Defines retail sales which exclude wholesale $2,000.0 m
sales, retail sales for resale of tangible personal
property, electrical energy, gas, water, services or
epntlertainment

79-3603  (a) Included in 79-3602 (c¢)
79-3603 (b) Interstate  receipts, telephone or telegraph $6.5 m
79-3603 (e) Amusements, cnlertainment or recreation $.4 m

receipts, sponsorcd by a political subdivision

79-3603  (6) Coin-operated  laundry services $.9 m
79-3603 (g) otel, motel rooms rented more than 28 days $.6 m
79-3603  (h) Machinery and cquipment purchasced by minimal

[RB's issucd belfore 7-1-83

79-3603 (o) Motor vehicles or trailers cxchanged for stock $.9 m
79-3603 (p) Services for original construction of a building, or $60.0 m

for construction, restoration, etc., of a bridge
or highway

79-3606 (a) Motor fuel and other items taxed under another $60.0 m
sales or excise tax

79-3606 (b) Property or scrvices purchased by Kansas, a $42.0 m
political subdivision or nonprofit hospital or
bloodbank

///o /70
4%®W
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{600

(c)

(0)

Purchane o rental of personal property by 325.0
ponprofit cduestional  insiitution

Property  or services purchased by oa contyacior $23.0
for erection or repair of  buildings for nonprofit

hospitals, cducational dostitutions or political

subdivisions

Property oy services prochased by o coniractor $3.0
for erection, vepair, or anfargement of buildings

for the United States government, s agoocies,

o instrumentalitios

Property purchased by a railroad or public utility $335.0
for nso or movement ininterstale commerce

Sales or cepair, moditication of abveradl sold  and $10.0

uxed in anlerstate comimerce

Rentaly of oonseciavian texts by clementary

andd secondury schoaols

Recoipis from tease o rendal ol dibing, records 512
uscd by motion pictuie exhibitors
(o restaurant cemployees 5.0
Sales of any motor vehicle, semi-trailer, pole trailer, $30.0

'

or aircrafl which is purchased by and delivered
o a non-resident n the siate of Kansas

feolated or occasional  sales

Tangible porsonal property  used as o component $450.0
part of tanpible personal properly  or  services

produced, manulactured, oy compounded  for

sule at vetaid within or without the state of Kansas

Tanpible personal property  consumed in the $350.0
production,  wmanufacture, processing,  mining,

deitfing, refining, or irvigation of crops lor

ultimate sale at refail

Sales of animals, Towl, and fish to be vsed in $150.0
agriculiuce, food, animal, fowl, and fish products

or for production of offspring

Trade fixtures and equipment alrcady instalied $1.2
in o business when sold

Prescription  drugs $21.0
Insulin $2.2
Prosthetic  devises $7.3
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79-3606

79-36006

70-3600

793606

79-3¢00

TO-3600

19-3G06

79-36006

79-3600

793600

79-36006

79-36006

(w)

BerVices
trict
machinery  and  eqgu

roperty  or
management  dis
Used  form

purchased by a  groundwater

ipment

Lease or rental of mobile homes for than

28 consccutive days

nmore

Food products ved o

disabled  or

purchased for meals s
homebound  elderly

natural  pus, waler o
tial or agr

Sale of
festden

clectricity  and
tcultural  use

Sale of propane, F,--P gas, coal, wood, cle., for
heating  residencoes

Restdential  inirastate  local tele

phone  and
servicoes

used o g
stock

Sales of material or sorvices
albter, ote,, ratlroad rolling
or forcign  commerce

cpair,
ascd Innterst

e

Property or services purchased by a port sy

SOTVICE,
oulside K

Faterials and scrvices for
maintenance, ol cquipmoent
For dronsmission ol naturad

repair,
used

gas

SOANSas

Used mobile homes for dwelling

New and  cqui

and  used i
within  on

qualific

machinery

ipment lor
d facility  located nt

crprise  zone

Comwmadity purchases using USDA Tood stamps
Sales of Jottery tickets
Sales of new mobile homes (40% of gross receipts

cxempl)

Fangible personal
voichers issued o
supplemental  food

property purchased
the federal special
program

using

and
skilled  or

Medical supplies
non-profit

cquipment purchased by
intermediate nursing  homes

Tangible personal
nonprofit
programs

property  purchased by a
organization for youth development

Tangible personal pooocoy sold, rens 0 or
feased by a communiiy-based menind retardation
faciity or mental health center

tetegraph

Service,

thorty

Fiscal !

minim

mintm
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mpact
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Fiscal Tmpacl

793606 (mn)  Machinery and equipment used inoall stages of 5150 m
the  production process of tangible personal
property intended  for resale

79-36006 (nn) Educational materials  purchased by a nonprofit minimal
corporation for distribution (o the public 1o
improve  public health

79-3606 (o0) Sceds and  (lree scodlings, fertilizers, insceticides, Sebom
herbicides,  germicides, pesticides and  fungicides
used Lo produce plants (o prevent soll crosion
on apricultoral fand

79-3006 (pp) Services rendercd by an adveriising agency or 50 -355m
Neensed  broadeast  station
79-3606  (qq) Tangible personal property purchased by a 51 m
communily  action group of agency o repair or
weatherize housing  occupicd by low-income
individuals
79-3606 () Dol bits and explosives used in oil and pgas 5.3 m
cxploration  and  production
79-3606 {(s3) Tungible personal property and services 5.2 m
purchascd by o nonprolit muscum  or historical
socicty  or by a nonprolit organization dedicated
to stimutate public dnterest in space cxploration
79-36006 (1) Pangible personal property  to admit purchaser S0m
to an anunual cvent sponsored by a nonprofit
organization
Apply the sales and wse {ox fo ihe foflowing services:
Fiscal _tmpact
Legal  services $15 - 520 m
Enginecring, archifectural, and  surveying  services $10 - 515 m
Accounting, auditing, and bookkeeping secrvices $10 - $15 m
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