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MINUTES OF THE _Senate COMMITTEE ON Federal and State Affairs

The meeting was called to order by Senator Edward F. Reilly, Jr. at
Chairperson
. at the
12:10  a%¥pm. on _May 3 1990mxeessm _Rail  of the Capitol.

All members were present exgept:

Committee staff present:

Deanna Willard, Committee Secretary

Conferees appearing before the committee:

A request was made for introduction of a committee bill to
increase revenue producing state tax sources for distribution
to unified school districts to reduce their reliance on revenue
produced from the levy of property taxes. (Attachment 1)

A motion was made by Senator Vidricksen and seconded by Senator
Walker to introduce the bill. The motion carried.

The meeting was adjourned at 12:15 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

editing or corrections. Page _l..... Of ___]:._
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but4such—tax-shaii—not—be-%evieé-and——ce%%eeted——upon——the——gress
receipts—received—frem—fees—ané—charges—by—peiiticai—subdivisiens
ef——the——state—~e£——Kansas—fer-participatien—in—spert37—games—and
other~recreationa}—activities~erffrom—3aies—ef-admissiens~te—~any
cuiturai—ané—historicai—event—which—eccars—trienniaiiy;

(£) the gross receipts = from the operation of any
coin-operated device dispensing or providing tangible personal
property, amusement or other services execept—taundry-services,
whether automatic or manually operated;

(g) the gross receipts from the service of renting of rooms
by hoteis, as defined by K.S.A. 36-501 and amendments theretos
except—such—tax—shai%—net—appiy—where—a—-reem——is——rented——by——an
indiviéuai7—firm7—assec£atien—er—cerperatien—fer—a—peried—eﬁ—more
than-28-conseentive-days;

{h) the groés receipts from the service of renting or
leasing of tangible personal property except such tax shall not
apply to the renting or leasing of machinery, equipment or other
personal property owned by a city and purchased from the proceeds
of industrial revenue bonds issued prior to July 1, 1973, in
accordance with the provisions of K.S.A. 12-1740 through 12-1749,
and amendments thereto, and any city or lessee renting or leasing
such machinery, equipment or other personal property purchased
witﬁ the proceeds of such bonds who shall have paid a tax under
the provisions of this section upon sales made prior to July 1,
1973, shall be entitled to a refund from the sales tax refurd
fund of all taxes paid thereon;

(i) the gross receipts from the rendering of dry cleaning,
pressing, dyeing and laundry services exeept-—taundry--services
rendered-—through—-—a-—coin-operated--deviee whether automatic or
manually operated;

(j) the gross receipts from the rendering of the services of
washing and washing and waxing of vehicles;

(k) the gross receipts from cable, community antennae and
other subscriber radio and television services;

(1) the gross receipts received from the sales of tangible
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9 RS 3059

personal property to all contractors, subcontractors or repairmen
of materials and supplies for use by them in erecting structures
for others, or building on, or otherwise improving, altering, or
repairing real or personal property of others;

(m) the gross receipts received from fees and charges by
public and private clubs, drinking establishments, organizations
and businesses for participation 1in sports, games and other
recreational activities;

(n) the gross receipts received from dues charged by public
and private clubs, drinking establishments, organizations and
businesses, payment of which entitles a member to the use of
facilities for recreation or entertainment;

(o) the gross receipts received from the 1isolated or
occasional sale of motor vehicles or trailers but not including=
fi}—?he-transfer—éf—meter—vehic%es—er—traiiers—by~a-persen——te——a
corperatien——se}eiy——in——exchange—for—steck—er—securities—in—such
ecorporatiens~er—-{t2¥ the transfer of motor vehicles or trailers by
one corporation to another when all of the assets of such
corporation are transferred to such other corporation. 1In
determining the base for computing the tax on such isolated or
occasional sale, the fair market value of any motor vehicle or
trailer traded in by the purchaser to the seller may be deducted
from the selling price;

(p) the gross receipts received for the service of
installing or applying tangible personal property which when
installed or applied is not being held for sale in the regular
course of business, and whether or not such. tangible personal
property when installed or applied remains tangible personal
property or becomes a part of real estatey——exeept-—-that-—no——tax
shaii——be—-impesed——upon——the——service——ef—instaiiing—or—appiyiﬁg
tangibie——persona&——preperty——in—-cennectien——with——the——eriginai
construetion-of-a--buitding—-or-—faecitity--or-—the--econstructiony
recenstructien7—festoratien7—repiacement—er-repair—ef—a—bridge—or
highway~

For—the-purposes-of-this-subsections
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f}}——“eriginai——censtructicn“—shaii—mean—the—first—er—initia&
construction-of-a-new-building-or-facitityr-—Fhe-—term-—-toriginat
construebionli--shatli--inctude——the--addition-of-an-entire-room-or
fieer—tc-any—existing—buiiéing—cr—faci}itYT—the—cempietien—of-any
unfinished—porticn—ef—any—existing—buiiding—er—faciiity——and——the
resteration7——recenstrnction——or?—rep&acement——cf——a——bui%ding—er
faci%ity—damaged—er—&estreyed—by—fire7—fioeéT—ternade7—iightnin97
expies%en——er——earthquake7——but——such——term-—sha%}——net———inciude
reptaeementy————- remodetingy————- restoratien7————renevation————e&
reconstruction—under—any-other—eircumstancess

f%?——ubuiiéingn—shaii—mean—oniy—these—enc%esures—within—which
individuais—custamariiy——%ive--er-—are——empioyed7——ar——which——are
custamariiy—useé—tc~house—machinery7—equipment—er—ether—preperty7
ané——inciuding—the—iand-imprevements—immeéiateiy—surreun&ing—such
buttdings-and |

fai--nfaciiityn—shaii~mean—a—mi%}7—p}ant7——refineryT——oi}——er
gas——wei}7—water—weii7—feed%ot—er—any—cenveyanceT—transmissien—or
éistribntien——iine——ef——any——coeperative7——nonprefit7——membership
cerporatieﬂ—orgaﬂized—under——or——subject—-te——the——previsions——of
KrSrAT——i?—466}-—et——segr7——3nd——amendments——thereto7——er——of—aﬁy
municipa}-er-—quasi—municipai——csrperatien7——inc%uding——the——%aﬁd
improvements—immediate&y—surreuﬂdihg—such-faciiity;

(g) the gross receipts received for the service of
repairing, servicing, altering or maintaining tangible perscnal
property, except computer software described in subsection (s),
which when such services are rendered is not being held for sale
in the regular course of business, and whether or not any
tangible personal property is transferred in connection
therewith. The tax imposed by this subsection shall be applicable
to the services of repairing, servicing, altering or maintaining
an item of tangible personal property which has been and 1is
fastened to, connected with or built into real property;

(r) the gross receipts from £fees or charges made under
service or maintenance agreement contracts for services, charges

for the providing of which are taxable under the provisions of
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subsection (p) or (qg):;

(s) the gross receipts received from the sale of computer
software, and the sale of the services of modifying, altering,
updating or maintaining computer software. As wused in this
subsection, '"computer software" means information and directions
loaded into a computer which dictate different functions to be
performed by the computer. Computer software includes any canned
or prewritten program which is held or existing £for general or
repeated sale, even if the program was originally developed for a
single end user as custom computer software. The sale of computer
software or services does not include: (1) The initial sale of
any custom computer program which is originally developed for the
exclusive use of a single end user; or (2) those services
rendered in the modification of computer software when the
modification is deQeloped exclusively for a single end user only
to the extent of the modification and only to the extent that the
actual amount charged for the modification is separately stated
on invoices, statements and other billing documents provided to
the end user. The services of modification, alteration, updating
and maintenance of computer software shall only include the
modification, alteration, updating and maintenance of computer
software taxable under this subsection whether or not the
services are actually provided; and

(t) the gross receipts received for telephone answering
services, including mobile phone services, beeper services and
other similar servicess; and

(u) the gross receipts received for the rendering or

furnishing of the following services: Accounting, auditing and

bookkeeping; architectural; engineering; legal; and surveying.

Sec. 2. On and after October 1, 1990, K.S.A. 79-3606 1is
hereby amended to read as follows: 79-3606. The following shall
be exempt from the tax imposed by this act:

(a) All salés of motor-vehicle fuel or ofher articles upon
which a sales or excise tax has been paid, not subject to refund,

under the 1laws of this state except cigarettes as defined by
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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, liquid 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 oOr 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
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;

fd&——aii——saies——of——tangibie——persenai——property—or—services

purchased—by——a——centracter——for——the——purpese——ef——eonstraetingv

[~
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equipping7——reconstructing7—-maintaining7——repairing7——eniarging7
furnishing——er-—reme&e}ing——faciiities——fer—any—pubiic—er—private
nonprcfit-hespétai7—pubiic—er——private——eiementary——er——secendary
scheoi——or-a—pubiic—er—private—nonprefit—educationai—institutienT
which—wouid—be—exempt—Ercm—taxatien—ander—the—provisiens—ef——this
act—if—purchased—direct}y—by—suéh—hospita%7—schooi—or—educatienai
inskitubions——and--ati--sates——eof--tangibite-—persenat-property-or
services——purchased——by——a-—centractor-——fer———the———purpese~——e§
constructing7—-equipping7—recenstructingT—maintaining7—repairing7
eniarging7—furnishing—er—remedeiing—faciiities—for—any——po&iticai
subéivisien——ef——the——state7—the—tetai—cest—of—which—is—paid—ftem
funds—of—such—peiitica}—subéivisien—and~—whieh——weu}d——be——exempt
frem?-taxaticn——unéer——the——prcvisions——of-—this~act—if—purchased
direct}y——by-—such——peiiticai——subéivisicnr———Nething——~in———this
subsectien——er—in—Ehe—previsions—ef—K7S7A7—i2—34}8—and—amendments
therete7~——sha%i——be——deemed——te——exempt——the——purchase——ef———any
censtractien———machineryT———equipment-——er———toeis——used——in——the
ccnstructing7—equipping7—reconstructing7—maintaining7-—repairing7
eniarging7——furnishing-er—remedeiing~faciiities—fer—any—pe}iticai
subdivision-of-the-stater—As—-used-—in--this--subseectiony——K<5+A~v
i2—34i8———and——?9—36467——ané——amendments——therete7——”fuﬁds——ef——a
poiitica}—subdivisienn——shaii——mean——genera%——tax—~revenueS7——the
preceeds—of—any~ban&s—and—gifts—or—grants—in~aidr—8ifts—shaii—not
mean——funds——use&4—fer——the——purpese——of—censtructingT—equippiﬁg7
reccnstruct&ngT—repaifingr—eniarging7——furnishing—~er——remeéeiing
faeilibies-——whieh——are-—to--be—-teased--to-—the—-dener<--When-any
pe%iticai—s&bdivisien—ef—the-state7—pubiic~er——private——nenprefit
hespitaiT—-pubiic——or——private——eiementary—er—secendary—scheei—er
pubi%c——or——private——nenpreEit——e&ucatienai———institutien———shai%
centract--——fer—--theF——parpese———ef———censtructing7-——equipping7
recenstructing7—maintaining7—repairing7—eniarging7—furnishing——er
remodeiing—faciiitie37—it—shaii—ebcain—frem—the—state—ané—furnish
Ee——the——eentractor-—an——exemptien——certificate——fer——the—preﬁect
inveivedT-—and——the-—centracter——m&y——-purchase—-—materiais-——for

incorperatien*~in——such—preﬁectT-The—ccntracter—shaii—furnish—the
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aumber-eof-such--ecertifieate--to-—ati--3uppiters—-£from--whom--such
purchases——are——made7——ané——such—suppi%ets-shaii—execute—inveices
covering—the—same—bearing—the—number—cf—-such——certifieate7——Hpen
compietion——af——the——preject——the—centracter—shaii—furnish—te—the
poiiticai———subdivisionT———hospita%7——-schooi———er—-——educatiena%
%nstitutien—concerned—a—swern—statement7—en—a—ferm—te~be—previded
by——the——directer——of——taxatienT——thét—a}i—pﬁrchases—sefmade—were
entitied—to—exemptien-unéer—this—subsectienv—Aii——invoices——shaii
be—heid—by—the—centracter—fcr—a—peried—of—five—years—and—shaii—be
subject—-to——audit——by~the—directer—ef—taxatiehr—ff—any—materiais
purchase&—under—such«a—certificate-are—feund——net——te——have——been
incorperated—in—the—bui%aing—er—other—preiect—er—not—to—have—been
returned—-for——eredit——or—the—sa%es—er—compensating—tax—ctherwise
impcsed—upen—such—materiais—which—wii%—net—be—se—incerporated——in
the——~buiiding——er——other——preject——reperted—fand——paid——by~—such
conktractor—to—the-director—of-taxation-not-tater——than--the--28th
day——ef—-the——menth——foiicwing—the—ciese—of—the—month—%n—which—it
ahall-be-determined-that-sueh-materials-witi-not-be-used-for-—the
purpese—-fer——which——such——certificate——was—issaed7—the—peiiticai
subdivisienT——hospitaiv——-schcei———er———educaticnai———institutien
concerned--shatl-be-tiable-for—tax-on-ali-materiats-purchased-for
the—proﬁectv—and—npen—payment—thereef—it——may——recever——the——same
frem——the—-centracter—tegether-with—reasenabie—atterney—feesr—ﬁny
COﬁtracter—or—any—agent7—empieyee~er-subcentracter——thereef7~—whe
shall--use--or-otherwise-dispeose-of-any-materiats-purchased-under
such—a—ceftificate—for—any—purpese—ether-than-that—for—which—such
a-eertificate—is-issued-witheut—-the--payment—-of--the--sates--or
cempensatiﬁq——tax—etherwise—impesed—upen—such—materiai37—shaii~be
gui}ty—ef-a—misdemeaner—and7—upon—cenvicticﬁ—therefor7——sha&i——be
subiect—to—the-penaities—pfavided—for—in—subsectien—fg%—of—K787A7
79-3615+7-and-amendments—-theretoy
fei——ai%—~saies——ef——tangibie——persenai——prcperty—er—services
purchased—by—a—contracter—for—the—erectien7—repair—er—eniargement
of—buiidings—er—ether-preﬁects—fer—the—government-of——the——enited

StateS7——its—agencies-er—instrﬂmentaiitiesT—Which—weuid—be—exempt
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from—taxatien—if—purchased—directiy——by—~the——gevernment——ef——the
United--States;—-its--agenctes——er——instrumentatitiess--When-—the
government————ef———-the————Hnited———State37———its———agencies———er
instrumentatities—shall-contract-for——-the-—erectieny-—repatry-—-or
eniargement——of——any——bui}ding——er—ether—proﬁectT—it—shaii—obtain
frem—the——state——and——furnish——ée-—the——centracter——an~—exemptien
certificate-~-for——the--projeet-—-inveivedy-—and-the-contractor-may
\purchase—~materia}s——for——incorporatien——in——such——praﬁectr———Qhe
contraeter——shaii——furnish—the—number—cf—such—certificates~te—ai&
suppiiers—from-whom—such—purchases—are—made7—and-—such——suppiiers
shaii-—execute——invoices——cevering—the—same~bearing—the—number—ef
sueh-eertificater-Upon-cempietion-of-the-prejeet--the-—contractor
shall--furnish--to——the--government——of--the--Bnited--Statesy-tts
agencies—er—instrumenta%ities—cencerneé—a—sworn—statement7——en——a
Eerm——to——be——previéed——by——the——director——eff—taxatienT—that—ai%
purchases-—so——made——were——entitied——te——exemptien———under———this
subsectienr——ﬁii——invcices——sha}i—be—heid—by—the-centracter—for—a
peried—ef—five—years-—and——shai}~—be——sub§ect——to——audit——by——the
directer——of——taxatien7——Any—centractef-er—any—agent7—empieyee—er
subeontractor-thereof;-whe-shati-use-er-otherwise-dispose-of--any
materiais——purchased——under——such——a——certificate—fer—any—purpese
ether—than—that-for-which~sueh-a—certificate-—ts--issued--without
the——payment——ef——the—sa}es—er-compensating—tax~othe:wise—impeseé
upcn-such—materia}37—shaii—be—guiity—ef—a—misdemeaner——and7——upon
convictien——thereferT——shai}—be—snbﬁect—te—the—penaities—previded
fer—in—subsection—fg}—ef—KvSrﬁr—?9—36i5—and—amendmeﬁts—therete7

ff&——tangibie-personai—preperty—purchased—by-~a——rai%read——or
pab%ic———utiiity———for———censumptien-—cr--mevement——directiy——and
immediately—-in-interstate-commereces;

+gy (d) 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
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property in interstate or foreign commerce under authority of the
laws of the United States or any foreign government oOr sold to
any foreign government or agency or instrumentality of such
foreign government 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;

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

fi}——the—iease—or—rentai—of—&i}—fiimsT—recerdS7—tapesT—er—any
type——ef——seuné—-er—picture—transcriptiens—ased—by—matien—picture
exhibitorss

fjf——meais—-served——witheut——charge——er——feeé——used——in———the
preparation——of—such—meais—to—empioyees—ef—any~restaurantT—eating
houseT—dining—carT—Hotei7—érugstere—or—etherfpiace—where—meais—er
drinks—are—reguiariy—so%d—te—the—pubiic—if—such—emp&eyeesl—&uties
are—re%ated—to~the—§urnishing—er—saie—ef—such—mea}s—er—drinksr

tky (f) 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:;

f}}——a%&~iso}ated—er—eccasienai—saies——af——tangibie——persenai
preperty7——servicesv——s&bstances——ar——thingS7~—except~iseiated—er
occasienai—sa&e—ef—metor~vehicies—speciEicaiiy—~taxed——under—*the
provisiens—-of——subsectien——fe}——ef-K787A7-?9—3663—ané—amendments
theretos

tm¥ (g) 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
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number for tangible personal property for use as an ingredient or
component part of the property or services produced, manufactured
or compounded;

+ay (h) 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 services or the irrigation of crops for ultimate
sale at retail within or without the state of Kansasj 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;

tey (i) 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, £iber or fur, or the production of offspring
for use for any such purpose Or purposes;

fpi——trade—fixtures—and—equipment—which—are—aiready—insta}&ed
and—second—hand—when—soid—by—a——person——ceasing——te——do——business
where—-said-fixtures-or-equipment-is—-instatieds;

+g¥ (j) all sales of 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¥ (k) 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;

+s3¥ (1) 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, instrument, device, or equipment used to replace

or substitute for any missing part of the body} used to alleviate
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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;
ft}——ai&——saies——ef——tangibie—~persenai——property-er—services
purchased—direct%y—by—a—greundwater—management—district—erganized
er—operating—under—the—authcrity—ef—Kvsrﬁr-82a~£eee—et——segv——and
amendments——thereto;——which——preperty—or—services—aré—ased—in—the
eperation-or-maintenance—of-the-districtes
fui——ai}—saies—of—farm—machinery—and~—equipment7——repair——and
repiacement——parts——therefer—and—services—perfermed—in—the—repair
and-maintenance-of-such-machinery-and-equipment--For-the-purposes
ef-this—subsectien—tﬁe—term—“farm—machinery—and—equipmentu——sha%%
net—énciude—any—passenger—vehicie7—truck7—truck—tractor7—trai}er7
semitrai}er——er——peie—traiier7—ether—than—a—farm—traiierT—as—sach
terms-are-defineé—by-K757A7—8—i%G—and——amendments——thereto:——Each
purchaser——ef——farm——machinery——er—equiﬁment—exempted—herein—must
certify—in—writing—en—the—copy—ef—the—inveice—er—saiesftieket——te
be——retained——by——the—se}ier—that~the—farm—maehinery—or—equipment
purchased—wiii—be—used—@n%y—in—Earming—er~—rahching7——Parming——er
ranching——sha}%—-inc%ude——the—eperatien—cf~a—feediet—and—farm—and
raneh-work—for—hires
fv&——a}i—%eases—er—renta}s—ef—tangib%e—persenai—preperty—ﬁsed
as—a—&we}}ing—if—such—tangib%e—personai——preperty——is——ieased——er
rented-for-a-period-of-more—-than-28-consecutive-dayss
twy (m) 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
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elderly or disabled persons residing within an area of service
designated by the private nonprofit organization, and all sales
of food products for use in preparing meals for consumption by
indigent or homeless individuals. whether or not such meals are
consumed at a place designated for such purpose;

+x¥ (n) all sales of natural gas, electricity, heat and
water delivered through mains, 1lines 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;

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

+2¥ (p) all sales of intrastate telephone and telegraph

services for noncommercial use except neoncemmerciat-—intrastate

long distance telephone service including interstate long

distance telephone service which originates from and is charged

to a telephone located in this state;

taay (g) all sales of materials and services used in 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;

tbby (r) 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;

fcci——a%}———saies———of—-materia%s——and—-sérvices——appiied——te
equipment—which-&s—transparted—inte—the—state——from——witheut——the
state—fcr—repair7—serv&ce7—aiteratien7—maintenanceT—remanﬁfacture
er-modification-and-whiech-is-subsequentiy-transperted-outside-the
state——fer——use——in—the—transmission—ef—iiquiés—er—naturai—gas—ﬁy
means——ef-—pipeiine——in——interstate-—er—-foreign——cammerce——uﬁder
authority-ef-the-taws-of-the-Bnited-Statess

fddf—-aii—saies—eE——used——mebiie——heme57———As——used——in——this
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subsectionr——f&i——“Mobiie——homes“—shaii—have—the—meaning—ascribed
thereto—by—K:S7A7—?5—i%%G—and—amendments—thereter—and-f%}——“saies
of——used—mobi&e—hemes”—means—saies—ether—than—the—erigina&—retai%
sate-ef-suech-mobite—hemess
fee#——ai}—sa}es—of—tangib%e——persenai——property——er——services
purchased———fcr———the———pﬂrpese*——ef—-—an&—-in——cenﬁanctien——with
constructingT—recenstructingT—en&arging—cr—remodeiing—a—quaiified
business—faci}ity—}ecated—within-an-enterprise—zene7—~which——wiii
quaiify——fer——an—-inceme——tax——credit——under-K757A7—?9—327&53—and
amendments—thereteT—and—the—saie—and——insta}}atien——ef——machinery
and——equipment—-parchased——fer——instai%atien——at—such—a-faci&ity7
When———a———persen———shaii———centract-——fer———the~——-censtractien7
recenstructicn7——en%argement~—er—remedeiing—ef—any~such—£aciiity7
such-persen—shaii—obtain——from~—the——state——ané——furnish——te—-the
centractor-an—exemptéeﬂ—certificate—fcr—the—praﬁect—invoived7—and
the——centractor——may——purchase—m&teriaisT—machinery—and—equipment
fer—incerperatien—in-such—preieetv-—The—centracter—sha}i——furnish
the——number~—cf—such—certificates—te—aii—suppiiers—from—whem—such
purchases—are—made7—and;such——sappiiers——sha%i—-execute——invoices
covering——the——same—bearing—the—numberfof—such—certificatev——apen
compietien—ef—the—preﬁect-the—centracter——sha}i——furnish——te-—the
ewner——ef—the—quaiified—business—faciiity—a-sworn—statement7-en—a
ferm—te—be—-pravided-—by——the——&irector——ef——taxatieny——that——aii
purchases———se-——m&de——were——entit}e&——te——exemptien——under——this
subsectien:——&i&—invoices—shaii—be—heid—by—the—centr&cter——fer——a
period——ef——five——years——and——sha%i—~be——subﬁect——to—audit—by—the
directer—of—taxatienr——Any—centracter—er—any—agent7——emp}ayee——er
subeconkractor——thereof;-who-shatt-use-or-otherwise-dispose-of-any
materiais7——machinery——er——equipment——parchased——under——-sach———a
certificate——fer—-any——purpese——ether-—than—that—fer—which—such—a
certificate—-is——issuned--without—-the--payment-—ef--the--sates--or
compensating—-tax—otherwise—impesed~thereen7—shaii—be—gaiity—ef~a
miséemeaner—and;—upen—cenvictien—thereferv—shaii——be——subiect——te
the——penaities—-prev&ded——fer—in—subsecticn—fg?—ef—Krsrﬁf—?9—36&5

and——amendments——therete:—-Netwithstanding——the—~feregoiﬁg7——that
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portien—ef—the—sa%es—tax—paid—on—the-saie——ef——tangibie——persenai
property——which—weuid—have—quaiified-fer—the—exemptien—under—this
subsection-during—caiendar—year—i98¥——except——that——an——exemption
certificate——for-—the--purchase—-of--such-property-was-not-timety
obtained-shati-be-refunded-—-Fhe-etaim-for-such-refund--shati--be
verified--and--submitted--to—~-the-director—-of-taxation-upon-£forms
furnished—by——the——director——and—4shaii——be——accempanied——by——any
additiona&——decumentatien—reqnired—by—the~aifeéterr——?he—directer
shatl-review-each-elaim-and-shati-refund-the-ameunt-of-the-—sates
tax——p&id—~as~determined—under—the—previsiens—@f—this—subsectienv
At}-refunds-shati-be-paid-frem-the-sates——tax--refund--fund--upon
warrants——ef--the--director-—of-—accounts-and-report3-pursuant-te
veuchers—appreved—by—the—directer—er—the—directer*s—designee7

+££¥ (s) all sales of tangible personal property purchased
with food stamps iésued by the United States department of
agriculture;

fgg}——aii—saies—ef—}ettery—tickets~and—shares—made—as-part—ef
a-tottery-operated-by-the-state-of-Kansassy

fhh&-—en—and—after—&uiy—iT—£9887——aii——saies——ef——new——mebiie
homes--to-—-the-—extenkt-—of--40%-of-the-gross-receiptsy-determined
witheut—regaré—te—any—-trade—in——aiiewance7——received——frem——such
sater-——As——used-in-this-subseetiony-lUmobite-homes!-shaii-have-the
meaning——ascribed——thereto——by——KfsrAv——?S—iEE6——and-——amendments
theretoer

+¥+y (t) 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;

+34¥ (u) all sales of medical supplies and equipment
purchased directly by a nonprofit skilled nursing home or
nonprofit intermediate nursing care home, as defined by K.S.A.
39-923, and amendments thereto, for the purpose of providing
medical services to residents thereof. This exemption shall not
apply to tangible personal property customarily used for human

habitation purposes; and
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fkk}——aii—-sa&es——cf——tangibie—-personai——preperty——parchased
directiy———by———a———nenprefit-—-crganization~——fer———nensectarian
ccmprehensive—-muitidiscipiine——youth——deveiopment——pregrams——ané
activities—-previaed——er——sponsered——by——such—erganizatien7——This
exemptien——shaii——net——app%y——tc——~tangibie———persenai~-—preperty
eustemarity-used-for-human-habitation-purposess

£33y (v) all sales of tangible personal property Or
services, 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
purposess.

fmm}——on—and—after—&anuary—i7—i9897—a}i——sa}es——ef——machinery
and——eqnipment——ﬁseé——direct&y——and—primariiy—Ear—the—purpeses—ef
manufacturingT——assembiing7———processing7-——finishingT———storing7
wareheuéing———or—-—&istribnting——articies——of——tangibie——persenai
preperty—in—this—statefintendeé—fer—resaie—by—a—manufacturing——er
precessing——p%ant——or——Eaci%ity——or—-a-—sterageT——warehausing——ef
distributien—facttity~

fi&——?&r—purpeses—e&—this—subsectionT—machinery—and~equipment
shall--be-—-deemed-—to——be--used--direetiy-—-and--primarity-—in-the
manufacture7-——assemb%age7———preeessing7———finishing7————stering7
wareheusing——er-—distributing~ef—tangib}e—persona}—preperty—where
such—maehinery—and—equipment——is——used——during—-a—-mannfacturiﬂg7
asSemb%ing7——processing-—er——finishing7——staring7~—wareheusing—er
distributing-operation~

fﬁi—?e—effect-a—éirect—and—immediate—physica}—chaﬁge—upen—the
tangible-persenat-proepertys

fBi-—tc—guide—or~measure——a——direct——and——immediate——physica%
change——upen—such—preperty—where—such—functien—is—an—integra%—and
essentia}—part—of—tuning7—veri£ying~—er——aiigning——the——cempenent

parts—of-such-propertys
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fe%——te——test—or—measure—such«preperty—where-such—functien—is
an—integrai—part—of—the—prednctien—fiew—or—function7
fB&——to—transpert7—cenvey-er—hand&e—such—preperty—during—-the
manufacturing7-~prscessing7——stcring7—warehousing—or—distributien
eperatien—at—the—piant—or—faciiity7—er
fE?——tc—piace—such—preperty—4in——the——centainerT——package——er
wrapping—in—which-such—preperty—is—normaiiy—seid—er—transperted:
f2&-—Por—purpeses—ef—this—subsection—“machinery~and—equipment
used——&irectiy——an&——prim&riiyu—sha%i—inciude7—but—not—be—iimited
ko~
fA?——Mechanica%—~machines———er———maﬁer———compenents———thereef
centribhting—to—a-manufaetnring7—assembiing—er—finishing—precess7
fB?——maids———~and———-dies———that——-determine———the———physica&
characteristics~—of-—the——finished——preduct——er—~—its———packaging
matertaixs |
fei——testing——equipment——te——determine——the——quaiity——ef——the
finished-produety
fBi——cemputers—and—reiated—peripherai—equipment—that—directiy
eontra&-—cr——measure——the——manufacturing——process——er——which——are
utiiized—fer-engineering—of—the—finished~preduct7—ané
fE&——computers——and—reiated—peripherai—equipment—uti}ized—fer
research-and-devetopment-and-product-designs
fai—-“Machinery—and—equipment—used——directiy-—and——primariiy”
shati-not-ineiudesr—
tAy-—Hand-toolss
fB%——machinery7——equipment——ana-teois—used—in—maintaining-and
repatring-any-type-of-machinery-and-equipments
fei——transpartatien—eqaipment—net—ﬁsed—in—the——manufacturingT
assembiingT———precessing7——furnishing7—~storing7——warehousing——er
diakributing-process—at-the-plant-or-faettitys
fB&——effice—machines—and—equipment——inciuding——cemputers——and
re%ated--periphera}—-equipment—not-directiy—and~primariiy—nseé—in
controtiing-or-measuring-the-manufacturing-precessy
+Ey--furniture-and-buitdingss-and

fF&——machinery——and———equipment———ﬁsed———in———administrativeT
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acceunting7~saies—er—ether—such—activities—ef-the—busine337
fnﬂ&——aii———saies——ef——edueationai——materia%s——purchased——fer
distributien——to——the——pubiic——at—-nc-~charge——by———a———nenprofit
cerporatien——erganized-—for—the—purpcse—ef—enceuragingT-festering
and—cenducting—pregrams—fer—the—imprevement-ef—pubiic—heaith7
fcc?——ai%—saies—cf—seeds——ana——tree——seediing37——fetti}ézer37
insecticide37——herbicidesT—germicides7—pesticides—ané—fungicidesr
and—service37—parchased—and—used—for——the——purpese——of——prednciﬁg
p&ants-—in——eréer——te——prevent——seik——eresion~—on—iand—deveted—te
agriecutturat-uses
fpp?——except—as—etherwise—previde&—in—thisfactT—aii—saies——ef
services——rendered—by—an-advertising—agency—er—iicenseé—breadeast
staticn—er—any—member7-agent—er-empioyee—thereef:
qu}—-aii—saies—ef—tangibie—personai-preperty—purehased—by——a
community—-action——gréup——er——agency—fer—the-exciusive—purpese—ef
repairing——er——weatherizihg——heusing-—eec&pied——by——-%ew———inceme
individuatss
{rr?——ai&——-sa}es——ef——driii——bits——and——expiesives——actua%iy
utitized-in-the-exploration-and-production-of-ott-or-gassy
fss?——ai%—saies—ef-tangibie—persena}——preperty——aﬁd—-services
purchased——by——a-—ncnprefit-—mnseum~—er—histericai—seciety—er—any
combination-thereofr—inetuding-a-nonprefit-organizatien-which--1is
crganized——fer——the-purpese—ef—stimu}ating—pubiic—interest—in—the
expieratien—-ef-—space——by——previéing——educatienai———infermaticn7
exhibits——and——experience37——which——is~exempt—frem~Eeéerai—inc&me
taxation-pursuant—to—sectien—SGifcifB}—af——the—-federa}——interna}
revenue—cede—ef—}9867-and
ftt&—-aii——saies—-ef-—tangibie——persenai——preperty~which—wiii
admit—the—purchaser-thereof—to—any—annaak—event——spensered-~by——a
nonprofit——erganizatien——which——is——exempt——frem——fedefai——inceme
taxatien——pursuant——to——sectien—SGifc}fa&—ef—the—federai—interﬁai
revente-code-of-1986~
Sec. 3. On and after October 1, 1990, K.S.A. 79-3620 is
hereby amended to read as follows: 79-3620. {a) All revenue

collected or received by the director of taxation from the taxes
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imposed by this act shall be deposited daily with the state
treasurer. The state treasurer shall credit all revenue received
from this act, less amounts withheld as provided in subsection
(b) and amounts credited as provided in subsection (c¢), to the
state general fund.

(b) A refund fund, designatéd as "sales tax refund fund" not
to exceed $100,000 shall be set apart and maintained by the
director from sales tax collections and estimated tax collections
and held by the state treasurer for prompt payment of all sales
tax refunds including refunds authorized under the provisions of
K.S.A. 79-3635, and amendments thereto. Such fund shall be in
such amount, within the 1limit set by this section, as the
director shall determine is necessary to meet current refunding
requirements under this act. In the event such £fund as
established by this seetion is, at any time, insufficient to
provide for the payment of refunds due claimants thereof, the
director shall certify the amount of additionél funds required to
the director of accounts and reports who shall promptly transfer
the required amount from the state general fund to the sales tax
refund fund, and notify the state treasurer, who shall make
proper entry in the records.

(c) (1) The state treasurer shall credit ¥#%7 1/20 of the
revenue collected or received from the tax imposed by K.S.A.
79-3603, and amendments thereto, at-—the--rate--of-4+25%7 and
deposited as provided in subsection (a), in the state highway
fund.

(2) The state treasurer shall credit 1/7 of the revenue

collected or received from the tax imposed by K.S.A. 79-3603, and

amendments thereto, and deposited as provided in subsection (a),

to the school district ad valorem tax reduction fund.

Sec. 4. On and after October 1, 1990, K.S.A. 79-3703 is
hereby amended to read as follows: 79-3703. There 1s hereby
levied and there shall be collected from every person in this
state a tax or excise for the privilege of wusing, storing, or

consuming within this state any article of tangible personal
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property. Such tax shall be levied and collected in an amount
equal to the consideration paid by the taxpayer multiplied by the

rate of 4+25% 4%. All property purchased or leased within or

without this state and subsequently used, stored or consumed in
this state shall be subject to the compensating tax if the same
property or transaction would have been subject to the Kansas
retailers' sales tax had the transaction been wholly within this
state.

Sec. 5. On and after October 1, 1990, K.S.A. 79-3710 is
hereby amended to read as follows: 79-3710. (a) All revenue
collected or received by the director under the provisions of
this act shall be deposited daily with the state treasurer and
the state treasurer shall credit the same, less amounts set apart
as provided in subsection (b) and amounts credited as provided in
subsection (c), to the.general revenue fund of the state.

(b) A revolving fund, designated as "compensating tax refund
fund" not to exceed $10,000 shall be set apart and maintained by
the director from compensating tax collections and estimated tax
collections and held by the state treasurer for prompt payment of
all compensating tax refunds. Such fund shall be in such amount,
within the 1limit set by this section, as the director shall
determine is necessary to meet current refunding requirements
under this act.

(c) (1) The state treasurer shall credit *#%7# 1/20 of the
revenue collected or received from the tax imposed by K.S.A.
79-3703, and amendments thereto, ak-—the—-rate-—-of—4+25%7 and
deposited as provided in subsection (a);, in the state highway
fund.

(2) The state treasurer shall credit 1/7 of the revenue

collected or received from the tax imposed by K.S.A. 79-3703, and

amendments thereto, and deposited as provided in subsection (a),

to the school district ad valorem tax reduction fund.

New Sec. 6. (a) On and after October 1, 1990, there is
hereby established the school district ad valorem tax reduction

fund which shall consist of all amounts credited to such fund.
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On December 15 and June 15 of each year, commencing on December
15, 1990, the state board of education shall allocate and
distribute the amount credited to such fund to each school
district in the amount which 1is directly proportional to the
amount produced from the levy of taxes upon tangible property to
fund its general fund budget divided by the amount produced from
the levy of taxes upon tangible property to fund the general fund
budgets of all school districts.

(b) The director of accounts and reports shall draw warranté
on the state treasurer payable to the district treasurer of the
school districts entitled to payment from the school district ad
valorem tax reduction'fund upon vouchers approved by the state
board of education. Upon receipt of such warrant, each district
treasurer shall credit the amount thereof to the general fund of
the school district. .

(c) The general fund tax levy of each school district upon
taxable tangible property located within such district shall be
reduced by an amount equal to the amount distributed to the
school district pursuant to this section.

Sec. 7. On and after October 1, 1990, K.S.A. 79-3603,
79-3606, 79-3620, 79-3703 and 79-3710 are hereby repealed.

Sec. 8. This act shall take effect and be in force from and
after the date upon which 1990 Senate Concurrent Resolution No.
1648 is approved by the electorate, and its publication in the

statute book.
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