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Date
MINUTES OF THE HOUSE COMMITTEE ON TAXATION.
The meeting was called to order by Chairperson Phill Kline at 9:00 a.m. on March 10, 1995 in Room 519-S

of the Capitol.

All members were present except: Rep. Doug Lawrence - excused
Rep. Greta Goodwin - excused

Committee staff present: Chris Courtwright, Legislative Research Department
Tom Severn, Legislative Research Department
Don Hayward, Revisor of Statutes
Ann McMorris, Committee Secretary

Conferees appearing before the committee: Listed after bills heard.

Others attending: See attached list

Chair Kline opened the meeting.

The following documents were distributed to the committee:

(1) the Report of the Subcommittee on HB 2108 and HB 2167 (Attachment 1)
(2) Testimony on HB 2400 by Mr. Charles Jones, Midwestern Metals, Topeka. (Attachment 2)
(3) Testimony on HB 2108 by Hal Hudson, NFIB. (Attachment 3)

Chair opened hearing on:

SB 203 - Income tax credit for community service contributions, carry forward of
unused credit.

Proponents:
Debra K. Imhoff, Director of Annual Funds, The St. Francis Academy, Inc., Salina (Attachment 4)
Department of Commerce Secretary Gary Sherrer

Secretary of Commerce Sherrer comments on SB 203. There are some critical issues raised on the
amendments to this bill. I am not comfortable with how the administration of this program has gone and there
will be some significant changes made. It is too wide open, and it is hard to distinguish what is going on here
and what is going on every day by charities all over the state. I am distressed that one third of the first grant
went to two communities. We need to find out what the original bill started out to be and the intent. On the
amendments - the carry forward amendment of four years is consistent with other states and I have no
problem with grandfathering those who came in prior. Secondly, the amendment clarifying $5 million each
year and no carry over. Another element in the words in a rural community where you have to be a business
in the community to get a credit and that is very credible and no purpose to limit that the contribution has to
come from within the community.

The reason Commerce Department has taken the posture about the tax credit because it is consistent with other
tax credits to do it this way. One of the concerns if you go with the approach presented here, you are
discriminating against other W-2s. Let’s treat classes of taxpayers with some equality here. We need to look
at the spirit of the law which was the basis that we should get Kansas businesses involving in meeting some of
the social needs in the areas of health and crime and this tax credit was to give them the incentive to get in.

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 1
appearing before the committee for editing or corrections.



CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON TAXATION, Room 519-S Statehouse, at 9:00 a.m. on
March 10, 1995.

Basis of distribution has to be on an equal basis.

Chair Kline asked Secretary Sherrer to provide the Taxation Committee with a copy of the guidelines of the
Department of Commerce on this matter.

David G Schatz, EA, Public Accountant, Salina (Attachment 5)
Questions and comments from the committee to each of the conferrees after each presentation.
Written testimony from:

Carol Kinderknecht, executive director, Gove County Healthcare Endowment Foundation, Inc.

(Attachment 6)
Max Sutherland, State Administrator, Kansas MADD (Attachment 7)
A. Donald Wise, executive director, Associated Y outh Services, KC, Ks. (Attachment 8)

Chair closed hearing on SB 203.
Adjournment.

The next meeting is scheduled for March 13, 1995.
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| MEMORANDUM | 3/8/1995

TO: Rep Clyde Graeber
FROM: Chris W. Courtwright, Principal Analyst
RE: - Subcommittee Report on HB 2108, HB 2167

This memo is in response to your request for a brief description of the
amendments to HB 2108 and HBE 2167 recommended by your subcommittee. Your
subcommittee has completed its recommendations and should not be confused with
either of the two new subcommittees recently empaneled which may look at other
property tax issues. Two balloons are attached showing your subcommittee’s
amendments, which have now been adopted by the full House Tax Committee.

HB 2167 — — Classification of Certain Machinery and Equipment

HB 2167 as amended by the subcommittee would provide that in accordance
with the classification amendment to the Kansas Constitution, all commercial
and industrial machinery and equipment not classified as such and not being
used for the production of income by the owner would be defined as "all other”
tangible personal property. This would allow such property to be assessed at
30 percent of fair market value.

This would statutorily codify instructions that PVD has relayed to all
county appraisers regarding the taxation of machinery and egquipment NOT being
used for the production of income.

The bill would clarify that a 40-year old inoperative machine stored in
the basement of a business would be taxed at fair market value (as little as
$1) and would no longer have a minimum appraised value of 20 percent of its
retail cost when new —— assuming that such a machine is not being cannibalized
for parts or being used in any other way for production of income.

The bill would be effective starting in tax year 1995.

HB 2108 —— Exemption for Certain Machinery, Equipment, Materials, and Supplies

HB 2108 would now exempt any item of machinery, equipment, materials, and
supplies actually and regularly used: (1) exclusively for business purposes;
or (2) in the conduct of activities by a not-for-profit entity whose retail
cost when new is $500 or less.

owners of all such machinery, equipment, materials, and supplies would be
exempt from having to file for the property tax exemptions with the Board of
Tax Appeals.

The subcommittee chose the $500 exemption level after lengthy discussions
with county appraisers and PVD officials regarding the tax shift on to other
classes of property.

The bill would be effective starting in tax year 1995.

I have also attached for your reference a copy of my original memorandum

to the subcommittee regarding a number of issues raised by the bills.

House Taxation
3-10-95
Attachment 1-1
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Senon of 1993
IHOUSE BILL No. 2167

By Committee on Taxation

1-24

AN ACT relating to pro taxation: [Exempting[certain commercial and — ; :
g {o property Exemptingl |defining and classifying

industrial machinery and equipment [therefrom._

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

Section 1. e following described property, to the extent specified
by this section, shall be exempt from all property or ad valorem taxes
levied upder the laws of the state of Kansas l

[Alll commercial and industnal machinery and equipment which 1s
not classified for property tax purposes withun subclass (3) of class 2 of
section 1 of article 11 of the Kansas constitution, and which is not bein
used for the production of income by the owner thereof/

The provisions of this section shall apply to all taxable years com-
mencing after December 31, 1994,

Sec 2 This act shall take effect and be in force from and after its

publication in the statute book.

[for constitutional purposes

(a) In accordance with the provisions of section 1
of article 11 of the Kansas constitution, all

" is hereby defined as all other tangible personal
property not otherwise specifically classified,
and shall be classified for property tax purposes
within subclass 6 of .class 2 of section 1 of
article 11 of the Kansas constitution. . All such
property shall be valued in accordance with the
provisions of K.S.A. 79-503a, and amendments
thereto

(b)



Sexsion of 1995

HOUSE BILL No. 2108

By Committee on Taxation

1-18

9 AN ACT relating to property taxation; exempting certain@sinei—glma-
10 chinery and equipment therefrom; amending K.S.A. 1994 Supp. 79-
11 213 and repealing the existing section.
12
13 Be it enacted by the Legislature of the State of Kansas:
14 New Section 1. The following described property, to the extent spec-
15. ified by this section, shall be exempt from all property or ad valorem taxes
16 levied under the laws of the state of Kansas:
17 (a) Any item of machinery, equipment, materials and suppliesfised Jactually and regularly

18 exclusively for business purposesywhose original retail cost when new is N — .
19 1$2.500]0r Tess. or in the conduct of activities by an entity

2 T4H) i thic . d for th f class- 2(E)of sub-\ [P0t subject to Kansas income taxation pursuant
21 om-tb)-of section_Lofarticle_11of_the_Ks stion_retail to K.S.A. 79-32,113, and amendments thereto,

22  costwhen-new’ shall mean the total cost tothe consumerless theameount Y&

24 chargesincluded-insuch cost.

25 The provisions of this section shall apply to all taxable years com- l (b)
26 mencing after December 31, 1994, T
27 Sec. 2. K.S.A. 1994 Supp. 79-213 is hereby amended to read as fol-

28  lows: 79-213. (a) Any property owner requesting an exemption from the

29  payment of ad valorem property taxes assessed, or to be assessed, against

30 their property shall be required to file an initial request for exemption,

31  on forms approved by the board of tax appeals and provided by the county

32  appraiser.

33 (b)  The initial exemption request shall identify the property for which

34  the exemption is requested and state, in detail, the legal and factual basis

35 for the exemption claimed.

36 (¢} The request for exemption shall be filed with the connty appraiser
37  of the county where such property is principally located.
38 (d) After a review of the exemption request, and after a preliminary

= 39  examination of the facts as alleged, the county appraiser shall recommend

40  that the exemption request either be granted or denied, and, if necessary,

\.’41 that a hearing be held. If a denial is recommended, a statement of the

42  controlling facts and law relied upon shall be included on the form.
43 (e) The county appraiser, after making such written recommenda-
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rem taxation by K.S.A. 79.215, and amendments thereto; (3} wearing
apparel. household goods and personal effects exempted from ad valorem
taxation by K.S.A. 79.201¢. and amendments thereto; (4) livestock; (5)
hay and silage exempted from ad valorem taxation by K.S.A. 79-201d, and
amendments thereto; (6) merchants” and manufacturers’ inventories ex-
empted from ad valorem taxation by K.S.A. 79-20Im and amendments
thereto; {7) grain exempted from ad valorem taxation by K S A 79-201n,
and amendments thereto; (8) property exempted from ad valorem taxa-
tion by K.S.A. 79.901a Seventeenth and amendments thereto. including
all property previously acquired by the secretary of transportation or a
predecessor in interest, which is used in the administration, construction,

maintenance or ope

ration of the state system of highways. The secretary

of transportation shall at the time of acquisition of property notify the

county appraiser in

the county in which the property is located that the

acquisition occurred and provide a legal description of the property ac-
quired; (9) property exempted from ad valorem taxation by K.S.A. 79-
901a Ninth, and amendments thereto, including all property previously
acquired by the Kansas tummpike authority which is used in the adminis-
tration, construction, maintenance or operation of the Kansas turnpike.
The Kansas turnpike authority shall at the titme of acquisition of property

notify the county ap

praiser in the county in which the property is located

that the acquisition occurred and provide. a legal description of the prop-
erty acqujred; (10) aquaculture machinery and equipment exempted from

ad valorem taxation

by KSA. 79-201j, and amendments thereto. As used

in this section, “aquaculture” has the same meaning ascribed thereto by

K.S.A. 47-1901, and

amendments thereto; (11) Christmas tree machinery

and equipinent exempted from ad valorem taxation by K.S.A. 79-201j,
and amendments thereto; and (12) property used exclusively by the state
or any municipalitf[or politica] subdivision of the state for right-of-way

purposes; and (13) husiness]

valorem taxation by

section 1. and amendments thereto. The state agency

or the governing body of the municipality or political subdivision shall at
the time of acquisition of property for right-of-way purposes notify the

Count)' appraiser mn

the county in which the property is located that the

acquisition occurred and pmvide a legal description of the property ac-

quired

(m) The provisions of this section shall apply to property exempt pur-

suant to the provisi
tution.

ons of section 13 of article 11 of the Kansas consti-

Sec. 3. K.S.A. 1994 Supp. 79-213 is hereby repealed.
Sec. 4. This act shall take effect and be in force from and after its
publication in the statute book.

nwchineryﬁng_!-requtpnwnfﬂmm

[, materials and supplies




MEMORANDUM

Kansas Legislative Research Department

300 S.W. 10th Avenue
Room 545-N — Statehouse
Topeka, Kansas 66612-1504
Telephone (913) 296-3181 FAX (913) 296-3824

February 20, 1995

To: Representative Phill Kline, Representative Bruce Larkin, Representative Clyde Graeber
From: Chris W. Courtwright, Principal Analyst

Re: Personal Property Taxation of Commercial and Industrial Machinery and Equipment

This memo is in response to your request to list some of the questions which may need to be
addressed regarding H.B. 2108 and H.B. 2167 regarding the property taxation of personal property.

H.B. 2108

As you know, H.B. 2108 would exempt any “item” of machinery, equipment, materials, and
supplies used exclusively for business purposes whose retail cost when new is $2,500 or less. “Retail cost
when new” for purposes of the bill AND FOR PURPOSES OF THE SUBCLASS OF COMMERCIAL AND
INDUSTRIAL MACHINERY AND EQUIPMENT IN THE KANSAS CONSTITUTION (emphasis added)
would be defined to exclude from the total cost to the consumer, transactional taxes, installation costs, and
freight or transportation chargers.

H.B. 2167

H.B. 2167, on the other hand, would exempt all commercial and industrial machinery and
equipment which is not classified within the commercial and industrial machinery subclass of the Kansas
Constitution and which is not being used for the production of income by the owner.

The Kansas Constitution

Article 11, Section 1 of the Kansas Constitution provides that “tangible personal property shall
be . . . assessed uniformly as to subclass at the following percentages of value: [ .. .]

&) Commercial and industrial machinery and equipment which, if its economic life is
seven years or more, shall be valued at its retail cost when new less seven-year
straight-line depreciation, or which, if its economic life is less than seven years,
shall be valued at its retail cost when new less straight line depreciation over its
economic life, except that, the value so obtained for such property, notwithstanding
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its economic life and as long as such property is being used, shall not be less than
20 percent of the retail cost when new of such property . . . 25 percent

6) All other tangible personal property not otherwise specifically classified . . . 30
percent”

Questions Regarding H.B. 2108

What is an “item” of machinery, equipment, materials, and supplies and does the term need
to be defined? :

Depending on the meaning of the term, would there by an opportunity for individuals to
avoid taxation by obtaining a $4,000 personal computer system by purchasing each of its components —
which cost less than $2,500 apiece -- separately?

Since the bill would define “retail cost when new” to exclude transactional taxes, installation
costs, and freight or transportation charges for purposes of the bill AND FOR PURPOSES OF THE
SUBCLASS OF COMMERCIAL AND INDUSTRIAL MACHINERY AND EQUIPMENT IN THE
KANSAS CONSTITUTION, is it appropriate for the Legislature to attempt to define “retail cost when new”
for purposes of the Kansas Constitution when a court might find that the people of Kansas thought the term
meant something different when the classification amendment was adopted?

How might a court interpret what the people of Kansas thought the term meant, since -
according to testimony from appraisers — the IRS and IAAO both include the taxes, installation, and
transportation costs in their definitions?

Since the bill seeks to impose the new definition of “retail cost when new” on ALL
commercial and industrial machinery and equipment, the valuation of property whose retail cost when new
was ABOVE $2,500 also would be reduced. Is it the intent of the bill to provide such a valuation reduction
for ALL business machinery and equipment (as well as the outright exemption for the lower-cost items)?

~ If the current definition is to be continued to be used for purposes of property which is to
remain on the tax rolls, would using a different definition for purposes of determining the exemption level

create additional administrative complexity for county appraisers?

Since property tax exemptions for one class of property causes a shift to all other classes,
should the subcommittee consider a lower exemption threshold than $2,500?

What sort of statutory change or administrative policy change by PVD would be necessary
to implement Mr. Welcome’s suggestions regarding the filing of “consolidated” renditions by taxpayers, who
would be required to maintain the more complete documentation in case of audit?

Questions Regarding H.B. 2167

If property is no longer being used for the production of income by the owner, should it still
be classified as commercial and industrial machinery and equipment?

I- b
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If not, could not PVD simply instruct county appraisers to classify all such property as “all
other” and assess it at 30 percent of market value -- which might be as little as $1?

If a 50-year-old machine not being cannibalized for parts (or a trophy) is sitting in the
basement of a business and is in no way associated with the production of income by that business, is it not
true that the use of the property has changed and it should be market valued at $1 and have no tax liability?

Since the Kansas Constitution says that the “floor” (appraised) valuation of 20 percent of
retail cost when new is to apply “as long as such property is being used”, is it not fair to suggest that the
floor valuation would no longer apply when the property is no longer in use?

How is the machinery and equipment owned by not-for-profit organizations classified by
county appraisers under current law? Is it classified as “all other” or is it classified as commercial and
industrial machinery and equipment?

If it is classified in some instances as commercial and industrial machinery and equipment,
is it not true that H.B. 2167 would exempt all such property?

Relative to the wording of the bill, how can commercial and industrial machinery and
equipment NOT be classified as such under the Kansas Constitution? In other words, once machinery and
equipment is no longer used for the production of income by the owner, does it not by definition cease being
commercial and industrial?

Is a machine being cannibalized for parts being used for the production of income?

Taxation of Used Machinery and Equipment

Since the Kansas Constitution says that commercial and industrial machinery and equipment
SHALL be valued based on retail cost when new, depreciated, is it possible that the method under which
the market value of used machinery and equipment is sometimes used as a proxy to “back into” retail cost
when new is unconstitutional?

Or can such a methodology be defended under certain circumstances when the retail cost
when new of used machinery cannot otherwise be determined?

Example

Representative Edmonds purchases four computers for $10,000. Assume that computers
fully depreciate over five years (rather than seven years). In the fifth year, each computer would be valued
at $2,000 and would be assessed at 25 percent of that amount, or $500. If the mill levy is 100 mills, the tax
on each computer would be $50, and his total tax bill on the computers would be $200.

Say that instead, in the fifth year (or any subsequent year) he sells one of the computers to
Representative McKinney (who owns a business and also happens to be Representative Edmonds’ brother-in-
law) for $300; sells another one of the computers to Representative Graeber (a business competitor) for
$1,000; and sells another one of the computers to a not-for-profit entity managed be Representative Wempe
for $700.

(-7
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If the county appraiser cannot determine the retail cost when new of the sold computers but
still is able to determine that they are fully depreciated, the price at which they were sold could enter into
the determination of retail cost when new. In other words based on the fact that Representative Graeber
bought a fully-depreciated computer of five years old for $1,000, it might be determined that the retail cost
when new must have been $5,000. The assessed valuation would be 25 percent of the $1,000, or $250, and
the tax due if the mill levy is 100 would be $25. But if Representative Edmonds had retained that same
computer, the tax would have been $50.

Since the notion of “arms-length transactions” does not necessarily have to come into play,
it is possible that the assumption would be made that the retail cost when new of Representative McKinney’s
computer was only $1,500. With an assessed valuation of $75 (25 percent of the $300), the tax would be
$7.50. But if Representative Edmonds had retained that same computer, the tax would have been $50.

Under such circumstances, is commercial and industrial machinery and equipment being
“assessed uniformly as to subclass” as required in Article 11, Section 1?

If the computer sold to the not-for-profit entity managed by Representative Wempe is to be
taxed as “all other” and market valued, would the tax be based on an assessed value equal to 30 percent of
$700, or $210? In our example and under such circumstances, the tax on that computer would be $21. If
on the other hand, the computer is still valued as commercial and industrial machinery and equipment and
its sales price is adopted as a proxy for its fully depreciated retail-cost-when-new value, the tax would be
calculated based on an assessed valuation of $175 (25 percent of $700), and would be $17.50.

0013122.01(2/20/95{4:15PM})



STATE OF KANSAS

FAT HUGGINS PETTEY
REPRESENTATIVE, THIRTY-FIRST DISTRICT
WYANDOTTE COUNTY
3500 GIBBS
KANSAS CITY, KANSAS 66106
(913) 236-7463

COMMITTEE ASSIGNMENTS
MEMBER: EDUCATION
TAXATION
JOINT COMMITTEE ON CHILDREN
AND FAMILIES

DEMOCRATIC LEADERSHIP
CAUCUS CHAIR

STATE CAPITOL—RM. 281-W TOPEKA
TOPEKA. KANSAS 66612-1504
(913) 296-7668 HOUSE OF

REPRESENTATIVES

Following is testimony for Mr. Charles Jones, Midwestern Metals, Topeka,
Kansas, who attended part of the Taxation Committee meeting of
February 21, 1995. Not being familiar with the committee process, Mr.
Jones left before testifying. Following are the comments Mr. Jones would
have expressed.

TESTIMONY - TAXATION COMMITTEE
House Bill No..2400

| would testify in favor of HB 2400 which would provide nonrefundable tax
credits against Kansas income tax of businesses employing welfare
recipients.

It has been my experience that those on welfare assistance are harder to
train due in part to low self esteem and low energy levels. The employer
therefore spends more time teaching skills to those on assistance as
opposed to those persons who have had trade school training.

My company has worked with clients who have been on assistance and we

have found the experience to be both beneficial for our business and for
those clients that we are helping train.

House Taxation
3-10-95
Attachment 2
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National Federation of

Independent Business
TO: Members of the House Taxation Committee March 9, 1995
From: Hal Hudson, NFIB/Kansas State Director

A position statement issued by the Overland Park Chamber of Commerce seems to be causing
some legislators to have second thoughts about the validity or need for H.B. 2108. (See copy
of the statement enclosed.)

Here are the facts, as we see them:

* H.B. 2108 is neither a tax reduction or a tax shift of any great significance. It is an effort to
prevent Counties from coming into a windfall in 1995 and thereafter by imposing a tax on small
cost items that previously have not been reported by business or subject to taxation.

* The crackdown on business reporting of personal property is not a local issue or problem
existing in Leavenworth County only. The increased emphasis on reporting "all other" business
property was the result of a directive from the former PVD director sent to all counties.

* Information we have received, directly from NFIB members and indirectly from our field staff
who call on members, is that county assessors in many counties are more closely scrutinizing
business personal property tax reports. They also are following up with phone calls or personal
visits to businesses whose reports do not conform to the standards suggested by PVD. (To our
knowledge, this includes Johnson, Brown, Coffey, Miami, Sedgwick, and Wallace Counties.)

* Estimates by Counties of the tax revenue losses are no better than guesses. Before introduction
of H.B. 2108, an attempt was made by Legislative Research to estimate the impact of a $5,000
threshold. At that time Counties were unwilling or unable to provide the requested data. Since
H.B. 2108 was introduced, with a $2,500 threshold, only two of 105 counties, Johnson and
Sedgwick, have provided estimates of the tax impact. However, these estimates were based on
existing data, and could not take into account potential revenue increases from taxing minutiae.

*While we certainly had hoped for a threshold higher than $500, we believe that this level will
result in minimal impact on appraised valuations, assessed valuations, or actual tax revenues

collected by counties.

We urge you to support enactment of H.B. 2108, in committee, and on the floor of the House.

House Taxation

3-10-95
3601 SW. 29th Street, Suite 107 - Topeka, Kansas 66614-2015 - 913-27 Attachment 3-1
The Guardian of Small Business for Fifty Y
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POSITION STATEMENT
HB 2108

PERSONAL PROPERTY TAX ON BUSINESS MACHINERY & EQUIPMENT
Chamber opposes HB 2108 in its current form.
This is not a tax reduction. It is a tax shift.

Although on the surface this appears to be a very popular bill for small business:

. A shift is not a reduction.
. There are already too many tax reduction proposals and so far, no spending reductions.
. Original construction, personal and corporate income tax, real estate property taxes and

motor vehicle taxes are higher priorities to be addressed first.
There are other unknowns as it relates to the tax base in Johnson County.

. Motor vehicle tax reduction

. Recent new appraisals show an average 14.5% increase in our market value. Even if local
governtents roll back their mill levy, most residential and business real estate will see an
increase due to the 36.5 mills levied at the state level for school finance and state buildings.

. If the Jail Sales Tax issue should fail, the county will fund the jail with property tax.

. If JCCC Bond Issue passes, it will also be property tax funded.

Although statewide averages may show different overall results, the Johnson County tax base is

different and once again we find ourselves at the extreme end of a statewide average. Currently 72%

of Johnson County property tax base is real estate. The Chamber opposes any further shift onto real
estate.

Opposed to $2,500 threshold because it would result in an approximate 50% reduction in total
county personal property assessed value.

Currently the issue experienced by other counties is not the practice or a problem in Johnson County.
Local issues should not be solved with statewide solutions.

If state insists on addressing this issue, a $100 floor should solve problems along with some
technical language changes such as:

. Used purchase equals retail cost when new
. The definition of old unused equipment (exempt if used for parts)

The Chamber does support the reduction of the rate (currently 25%) on personal property along with

that of commercial real estate (25%) through the classification amendment.

10975 Benson ¢ Suite 350 e Overland Park, Kansas 66210 = 913/491-3600 c“f.i"“"‘?‘
PO. Box 12125 o Overland Park, Kansas 66282-2125 « Fax 913/491-0393 RGN




THE WESTERN TIMES - Sharon Springs, KS - January 26,

By Barry Walker

Not only local businesses but small
businesses state wide are extremely
concerned about the current regu-
lations concerning our personal
property taxes.

Property tax reform also tops the
agenda the National Federation of
Independent Businesses in Kansas.
According to Hal Hudson, director
of the chapter in Kansas "Restoring
reason to personal property tax
policy” tops the legislative agenda
of the state’s largest small-business
advocacy group.

"High handed, nit-picking au-
dits by county assessors intent
on taxing everything from
paperclips to dust balls has in-
flamed the small-business com-
munity," Hudson said.

The following letter, dated Janu-
ary 3, 1995, should have now been
received by all local business.

!"Dated January 3, 1995

Dear Commercial Taxpayer,

.Please find enclosed your 1995
Commercial Property Rendition
Sheets. '

As last year, we will value the
equipment with a straight-line de-
preciation method.

We will need a listing of all equip-

W
'

W

ment with date of purchase, cost of
purchase and whether it was new or
used when purchased.

The Property Valuation Depart-
ment is requiring an item listing if
possible. Lump sum listings are not
to be used. , )

Please check the enclosed list from
last year and make any corrections
or additions necessary.

Sign the Ad Valorem Tax Return
and return to this office before
March 15, 1995. Penalties will be
added afier that date.

Personal Property Valuation Per-
sonnel will be doing an on site in-
spection check of personal property
that will be randomly selected. The
State Property Valuation Depart-
ment is requiring this for counties
in 1995.

If you have any quesrions please
contact this office at (913-852-4206.

Sincerely, Randell L. Sangster,
Wallace County Appraiser.”

Enclosed with the letter was a list
of property claimed last year and
blanks to be filled out for this year.
Also enclosed were two sheets of in-
structions for filing Kansas Tangible
Personal Property Return explain-
ing how to claim mobile homes, mo-
tor vehicles, motor homes, commer-
cial/industrial machinery and equip-
ment, all other personal property,

Yo
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recreational vehicles, miscellaneous,
property held but taxable to others,
instructions on how to figure depre-
ciation and an example of what
needs to be reported in reference to
supplies, which follows: Definition
of SUPPLIES: Materials or provi-
sions stored and dispensed when
needed. Source- Webster's Dictio-
nary

TYPICAL SUPPLIES - order/re-
ceipt forms, cash register tape,
shampoo/hair spray, cleaning fluid,
hangers, plastic bags, tape, cotton
balls, band aids, rubber gloves,
tongue depressors, syringes, X-ray
film, chemicals, make-up, laundry

supplies.

CLEANING SUPPLIES - paper
towels, soaps/cleansers, floor
cleaner, window cleaner, furniture
polish.

OFFICE SUPPLIES - book-
keeping forms, stationery/enve-
lopes, pencils, pens, paper clips,
tape, markers, paper, etc.,
charge card receipt forms, com-
puter paper, toner, ribbons.

These are EXAMPLES ONLY -
Not all inclusive

Total of one years supplies divided
by twelve months equals the amount
to be reported.

Signed by the Wallace County Ap-
praiser.

1995

Now, for the record, our County
Appraiser did not invent or put
these laws into effect, our legisla-
ture did. But it is his job to enforce
and make sure that the correct
amount of taxes are being collected
under the law.

Even though Governor Graves
has already replaced the Secre-
tary of the Department of Rev-
enue, and the Director of the
Property Valuation Depart-
ment, (both of which were
largely responsible,) these laws
are still in effect for this year
and we must all comply with the
way they are written for this tax
year.

According to the Kansas City Star,
January 11, the problem came into
focus more than a year ago when
Leavenworth County hired a private
auditor to scrutinize the forms busi-
nesses used to report property and
machinery, Because the auditor was
hired on a contingency fee basis, the
more he found unreported, the more
he earned. As a result, some $1.7
million in additional taxes, penal-
ties and interest was assessed. The
windfall apparently spurred state
officials to encourage more wide-
spread scrutiny of business’ reports.

An uproar from the business com-
munity led the Legislature to make

some changes in '94. Although leg-
islators prohibited counties from
hiring auditors on a contingency fee
basis and barred penalties involv-
ing property unreported prior to
1992, business groups vowed to seek
further protection.

The consensus seems to be that the
best protection would be a relatively
modest exemption. Hal Hudson
talks in terms of a $2,500 to $3.000
threshold. Bob Corkins, taxanion

director for the Kansas Chamber of

Commerce and Industry, doesn't
have a specific number in mind. He
says the Chamber seeks an exemp-
tion that will provide business re-
lief without hurting the counties.

Whatever the number, the exemp-
tion must be sufficient to remove the
temptation to pursue Mickey Mouse
revenue-enhancement initiatives
such as counting paper clips and
such.

"The interest in reform was as
high as the anger over the way some
counties have been squeezing hon-
est business owners for every pos-
sible penny,” Hudson said.

What is most important to us lo-
cal business owners is that we must
report everything that is being
asked for. We need to get rid of any
old obsolete equipment we have git-
ting around. Remember, even if we

€S

haven't used it in 20 years, if it's in
our place of business, it is still tax-
able at 20% of it's original value
when it was new. Even if we bought
it used!

We need to remember that, as the
letter stated, it is the county ap-
praisers job to see that all the busi-
nesses in Wallace County have com-
plied with the law and have claimed
all the items requested on the tax
form to assure no further tax assess-
ments or penalties. It is my under-
standing that if we don't fill out the

form, we will be audited.

Many businesses large and small
are lining up in a solid front to re-
store reason to business tax assess-
ments. Tax Reform Coalition mem-
bers include: The Kansas Chamber
of Commerce and Industry, Associ-
ated General Contractors of Kansas,
Kansas Automobile Dealers Assn.,
Kansas Lodging Assn., Kansas Mo-
tor Carriers Assn., Kansas Pest Con-
trol, Lumbermans Assn., and sev-
eral Wichita and Leavenworth busi-
nesses.

A bill is expected to be introduced
this week to set a threshold of ap-
proximately $2,500.00. Anything
costing under $2,500 not counting
sales tax, installation or freight
would not have to be claimed.

Here's hoping for next year.



INCORPORATED

March 9, 1995

Representative Phill Kline, Chairman
Members of the House Taxation Committee
Capitel Building

Topeka, KS 66612

RE: 1994 SB 230, Kansas Community Service Program Act

Mr. Chairman and Honorable Members of the House Taxation
Committee:

In September, 1994, The Saint Francis Academy received the
application to submit a project under the Kansas Community
Service Program Act. We received approval on December 1, 1994.

Upon approval, we called the Department of Commerce and
Housing to clarify if individuals with W-2 income and file
Schedule C, E or F qualify for the tax credit. We were told
these individuals do qualify. At no time was there mention of
any special formula for these individuals.

All our mailings (approximately 10,000 pieces) and statewide
news release were reviewed by the Department of Commerce and
Housing to assure accuracy (copy is attached). NOT ONCE WAS
THERE MENTION OF ANY SPECIAL FORMULA OR RESTRICTIONS.

In December, the Department of Commerce and Housing sent us
the wording for the tax credit coupon and Schedule K-60 (copy is
attached). Once again, there was no mention of any special
formula or restriction for this select group of donors.

January 26, 1995, the Department of Commerce and Housing
sent us the Tax Credit Application and Monthly Status Report
(copy is attached). Again, no restrictions were mentioned.
Included with these was a copy of Notice 95-01. This Notice,
published by the Department of Revenue, was the first time there
was any mention of a special formula for individuals with W-2
income and filing Schedule C, E or F.

When we called the Department of Commerce and Housing, they
assured us the Notice was incorrect and they would get it
corrected. Nothing happened until February 23, 1995.

House Taxation

509 East Elm ¢ 3-10-95

Salina, KS 674 Attachment 4-1

(800) 423-1342

(913) 825-0541 )

(913) 825-2502 Fax Lives Change Here



The Department of Revenue had ample opportunity to review
the statute and make their recommendations before charities even
submitted their projects. THEY DIDN'T.

After mailing 10,000 informational pieces and new releases
to all media contacts in the State of Kansas, the Departments of
Commerce and Housing and Revenue are telling us there is now a

change.

The State of Kansas has already agreed to a $5 million
business tax credit. Why is the State now discriminating against
the sole proporietor with W-2 income?

We propose amending Senate Bill 203 to eliminate penalizing
those businesses who choose to operate their business as sole
proprietors and have W-2 income.

Unfortunately, the charities this Act is supposed to be
helping are now being hurt.

The charities are the ones who have to go back to the donors
and explain the change. We are the ones who have to tell the
donors why they may not receive their full tax credit. We are
the ones donors will be upset with when their 1994 tax return
gets returned and they get charged with additional interest.

If you were the above donor, would you donate to my charity

again?
Sincerely,
2Lt /K ;
Debora K. Imhoff
Director of Annual Funds
P.S.: Attached is a Summary of Points for your consideration.



SUMMARY OF POINTS

On January 31, 1995, we received a copy of Notice 95-01
printed by the Department of Revenue. Item #3 regarding
business income disagreed with all the information published
by the Department of Commerce and Housing.

We immediately called the Department of Commerce and
Housing. They called the Department of Revenue and tried to
get Notice 95-01 changed.

On February 18, 1995, at the Salina Legislative Meeting I
asked Representatives Carol Beggs and Joe Kejr to please
help us get this problem resolved.

The Department of Revenue met with the Department of
Commerce and Housing on February 23, 1995.

I called the Department of Revenue on February 24, 1995, to
get their interpretation. Area of concern is for those
individuals who have W-2's and file Schedule C (Profit &
Loss), E (Supplemental Income or Loss) or F (Farming). A
comment was made that rentals must be a business. I asked
for clarification, but did not receive any.

The example given was based on the 50% tax credit, not 70%.
If the donor shows a $5,000 profit on Schedule C and gave
$3,000 as a charitable contribution, their credit would be
$1,500. Net income would be $8,000 x 5.84% tax rate (varies
with each donor). To figure tax rate take total Kansas
liability and divide by total Kansas taxable income. In
this case, the total available credit is $467.20 (8,000 x
5.84%). The donor would then have $1,032.80 credit to carry
over. 1If Senate Bill 203 passes, the donor would have only
4 years to use up this credit. As opposed to unlimited
number of years with the original bill.

Question: How is the person on the street suppose to figure
out how much of a tax credit they will get? Answer: They
can't. The donor will know how much their tax credit 1is
ONLY AFTER THEY FIGURE THEIR TAXES.

Question: How many non-profit volunteers will be able to
explain the above example and apply it to the potential
donor's situation? Answer: Few

I was also told Notice 95-01 will not be changed until
Senate Bill 203 is passed or defeated. After all, why make
the change now if you know you will just have more changes?

Missouri's Neighborhood Assistance Credit has been in
operation since 1978. They started with a tax credit
allowance of $7 million. Today, their tax credit is $14

¢-3



million. Kansas Community Service Program Act was copied
from the Missouri program. Attached is a copy of the
Missouri Income Tax Return and their Tax Credit Application
for their Neighborhood Assistance Credit. Please note how
simple Missouri kept it!

7. Department of Revenue's lack of cooperation with the
Department of Commerce and Housing has caused a standstill
for many fund raising efforts. Potential donors and their
accountants get information based on what we had at the time
of our acceptance. Now the information received from the
Department of Revenue is different. This difference is
causing credibility problems for the charities.

8. There is a lot to be said for keeping things simple. How
many donors are going to be willing to participate in a tax
credit program, knowing that participation in this program
will mean the Department of Revenue will review their tax
return?

9. The State of Kansas has already agreed to a $5 million tax
credit. Why is the State now discriminating against the
sole proporietor with W-2 income? I understand the intent
of the Community Service Program Act is to stimulate
business charitable donations. Please, keep it simple so
all businesses large and small can freely participate in
this opportunity.

Proposed Action: Add wording to Senate Bill 203 that eliminates
penalizing those businesses and farmers who choose to operate
their business/farms as sole proprietors and have W-2 income.
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JIANA

BRUYWN & BRYWN, INC.
( oritractons.

P.O. BOX 2000 ¢ SALINA, KANSAS 67402-2000

December 13, 1994

Dear Ms. Terrill,

1’'ve been involved with The Saint Francis Academy since 1983. Since
then, I’ve seen firsthand the changes Saint Francis has made in the lives
of many troubled children.

Ssaint Francis, entering its 50th year of service, offers mental health
care and treatment for troubled Kansas children and their families.
Programs range from early intervention to inpatient psychiatric care.

Saint Francis recently received approval from the Kansas Department of
commerce and Housing for a tax credit allocation. Their project, Care for
Ransas Kids, provides funds for treatment of Kansas children who have
limited financial resources. These programs benefit all Kansas communities
through a drop in crime, better family cohesiveness, and improvement in
general community conditions.

A cash donation by your business to The Saint Francis Academy’s Care
for Kansas Kids project will qualify for a 70% tax credit against your
Kansas Income Tax liability.

attached is information about the Kansas Community Service Program Act.
If you have any questions, call Saint Francis at 913-825-0541 or 800-423-1342.
Just mention you want information about your Kansas Tax Credit.

Your business will receive the 70% tax credit with a cash contribution
to The Saint Francis Academy. In addition, you will help troubled young
people and their families find a solid base upon which to build their lives -
lives that will become productive and self-supporting.

Enclosed is a return envelope for your convenience. 1 know you will
want to join me in taking advantage of this tax credit opportunity.

’//jizjizzxi;(>19v£3*&g/NXT\AJ¥—~

Michael D. Brown

P.S. Send your gift to The Saint Francis Academy now to help a Kansas
youth and receive your calendar year 1994 tax credit.

Y.<



ABOUT THE KANSAS COMMUNITY SERVICE PROGRAM ACT

This year the Kansas Legislature passed Senate Bill 230, "Kansas
Community Service Program Act.” This Act enables businesses to
receive a tax credit for cash contributions to approved non-
profit organizations, such as The Saint Francis Academy.

Any business entity authorized to do business in the State of
Kansas which is subject to the State Income tax qualifies for the
credit. Any sole proprietor, limited partnership, national
banking association, state bank, trust company, savings and loan
association, or insurance company paying an annual tax on its net
income also qualifies.

The Saint Francis Academy submitted a project, Care for Kansas
Kids, which was approved by the Kansas Department of Commerce and
Housing. Our project will impact at-risk adolescents in Kansas
ages ten through eighteen and their families. School enrollment
figures for 1993-1994 indicate there are 308,817 students in
Kansas in grades four through twelve (ages 10 through 18).

Care for Kansas Kids will provide funds for mental health
treatment services for Kansas children who are without financial
resources to utilize our services. We provide these services at
our Ellsworth, Salina, and Atchison Campuses.

on December 1, 1994, the Kansas Department of Commerce and
Housing authorized more than $4 million in tax credits for
eligible projects for Fiscal Year 1995. Businesses who send cash
contributions to The Saint Francis Academy qualify for the 70%
tax credit.

HOW DOES IT WORK?

1. Make a cash gift to The Saint Francis Academy. A sole
proprietor doing business using his or her name as the
business name must notify us that this contribution is a
business donation.

2. A coupon will be returned to you indicating the amount of
your gift and the amount of the 70% tax credit.
3. This information on the coupon is used in completing the

Kansas Schedule K-60, Community Service Contribution Credit,
which is attached to your business income tax return (Form
K-120, Form K-130, or Form K-40). The amount of the tax
credit is applied toward your Kansas State Income Tax
obligation. Any tax credit not used for this taxable year
may be carried over for five succeeding years.

If you have questions about the Kansas Community Services Program
Act, please contact Donna Bartunek, Debora Imhoff, or David
Schatz at The Saint Francis Academy, telephone 913-825-0541 or
800-423-1342.

T



'oan Finney
Governor

DepParRTMENT OF COMMERCE & HOUSING

Bob Knight
Secretary

December 1, 1994

The Saint Francis Academy, Inc.
Donna Bartunek

509 East Elm Street

Salina, KS 67401-2348

RE: Community Service Project $#951-01401 DEC 0 51994

Dear Ms. Bartunek:

This is to officially notify You that your FY35 Community
Service Program has been approved by the Department of Commerce
& Housing. This authorizes your organization to accept eligible
donations and to cover any qualifying project costs incurred
after the start date indicated on the attached Credit
Authorization Letter, and extends for the number of months shown.

Please take a few minutes to review all of the information
contained in the attached Credit Authorization Letter. I1f there
are mistakes, or if you have any guestions at all, please
contact this office immediately.

We are pleased to be able to assist you in accomplishing your
organization's goals, and look forward to working with you over
the coming months.

Sincerely,

)’7@?@1@_&,
Marty R. {ller, Director

Division of Community Development

FAX ($13) 265-0186 / TELEX #4531494KS

VTDD (513 296-2487

T00 §.W. Harrison S:reer, Suite 130C / Topexa, Kansas QEGL3-3712 [ (5i3) 20€-348% 7
44
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DEC 0 6 13%

State of Kansas
Community Service Program
Credit Authorization Letter

Project Number: 951-01401 Starting Date: Dec. 1, 1994
Project Length: 6 Months Expiration Date: June 30, 1995
Project Title: Care for Kansas Kids

Community Organization: The Saint Francis Academy, Inc.
Address: PO Box 1340 Salina KS 67402

Budget: $ 1,135,282
(Business Donations)

A. Tax Credits Authorized

1. The Department will allow a total tax credit on this
project of $§ 794,687

2. Businesses making contributions to this projet
may receive a tax credit up to 70 & of the

amount donated.

B. Determinations
It has been determined that:

1. The above named organization meets the requirements of
the Kansas Community Service Program AcCt.
2. The project is consistent with plans approved by the

local government authority or planning council, meets
the eligibility criteria and will contribute to the
betterment of the community.

As Director of Community Development for the Department of
Commerce & Housing, I hereby approve this project.

4@4%& Donordotr Lii4a4

Marty R. MiIler, Director Date
Division of Community Development

4.8



iINCCRPORATED

FOR IMMEDIATE RELEASE
December 14, 1994

Saint Francis Academy Approved for Tax Credit Program

The Saint Francis Academy is one of 30 community service
programs around the State of Kansas to be approved by the Kansas
Department of Commerce & Housing for allocations of tax credits
awarded under the Kansas Community Service Program. Over $4
million was allocated for tax credits for the program, which was
enacted this year by the Kansas Legislature.

Under the program, businesses are allowed to receive a 70%
tax credit for cash contributions to The Saint Francis Academy.
only six of the 30 projects qualifying for the program were
approved for 70% tax credit allocations.

Any business entity doing business in the State of Kansas
which is subject to the State Income tax qualifies for the
credit. Also eligible are sole proprietors, limited
partnerships, national banking associations, stéte banks, trust
companies, savings and loan associations, or insurance companies
paying an annual tax on its net income.

The Saint Francis Academy's project, care for Kansas Kids,
will provide financial assistance for mental health treatment

services for Kansas children who qualify for our programs. Care

(more)

Yo7

509 East Elm Street
Salina. KS 67401-2348
(800) 423-1342

(913) 825-0541

(913) 825-2502 Fax Lives Change Here



Saint Francis Academy Approved for Tax Credit Program Page 2

for Kansas Kids will impact at-risk adolescents in Kansas ages
ten through eighteen and their families. School enrollment
figures for 1993-1994 indicate there are 308,817 students in
Kansas in this age range.

Saint Francis provides these services at its Ellsworth,
Salina, and Atchison Campuses. Saint Francis' Care for Kansas
Kids project is the only approved community service program in
Salina, Ellsworth, and Atchison counties.

The Saint Francis Academy has been a voice of hope for
troubled youth and their families for 50 years. Facilities in
Kansas, New York, and Mississippi provide early-intervention and
residential psychiatric treatment to youth, ages 10 through 18,
from across the U.S. Over 26 years of research shows Saint
Francis has the highest documented success rate in the country in
helping young people and their families.

For further information or gquestions about the Kansas
Community Services Program Act, please contact Donna Bartunek,
Debora Imhoff, or David Schatz at The Saint Francis Academy,
telephone 913-825-0541 or 800-423-1342.

# # #

FOR MORE INFORMATION CONTACT: Debora Imhoff
Director of Annual Funds
(800)423-1342 or (913) 825-0541

4-)o



Joan Finney
Governor

DePARTMENT OF COMMERCE & HOUSING

Bob Knight
Secretary

December 12, 1994

TO: Community Service Programs
FROM: Marty R Miller, Director DEC 1 & 9%
RE: Solicitation Information

The Kansas Community gervice Program entitles a business entity
to take a credit against their Kansas tax liability. The
business entity will file a Schedule K-60, Community Service
contribution Credit, to claim the credit for the cash donation.
For more information on how the federal tax works call
1-800-829-1040, for Kansas tax information call 913-296-0222.

The tax year effected would be determined by when the cash
contribution is received. I1f received prior to December 31,
1994, the tax credit could be used on the 1994 return. If the
gift is received after that, it would be used on the 1995 return.

The non-profit organization will give the business entity a
Schedule K-60 Attachment when the cash contribution is
received. The business entity will then attach the information
to their Schedule K-60, Community Service Contribution Credit.

Y11

700 S.W. Harrison Streer, Suite 1300 / Topeka, Kansas 66603-3712 / (913) 296-3485
FAX (913) 296-0186 / TELEX #4931494KS
V/TDD (913) 296-3487



KANSAS
COMMUNITY SERVICE CONTRIBUTION CREDIT

Ik-60
For the laxable year beginning

19 ending 19 N

deTmm(ummmtomb\uM

Corporation Fle Nurabet

C-

Social Security Number

18 your business located In a rural community? O YES

O NO

COMPUTATION OF ALLOWABLE CREDIT FOR THIS YEAR'S CONTRIBUTICNS

1. Total cradit for amount contributed this year (Enter cradit amount Issued by the community service organization)
2. Amount of tax flabliity for current taxable year after all praviously claimed cradits ......one Ceerreets veraesese
of credit allowable as a resutt of contributions made this year (Une 1 or lins 2, whichever Is less)

3. Amou

—

n

vesses

PO

COMPUTATION OF CARRY FORWARD CREDIT FROM PRIOR YEAR'S CONTRIBUTIONS

4. Total credit for amount conirbuted this year (Enter the amount fromIne 1) ..ccivevieeraraccnees vesnseseeassesne) &
g. Total amount of carry forward avaliable on this rslum (Enter the amount of available carry forward from the prior

years schedule K-60. Attach a copy of the prior year's schedule K-60 to this schedul8.) ...cecivieiseiaiaiincnee ]
6. Total (Add fnes 4 & B) .ocovvennnurecoenarsnnieniisannorassunees vecenereranns ceveeen Ceserrsensrsesnenes ceeeieesionel 8
7. Amount of tax fabllity for current taxable year after all previously claimed credits (Enter amount from fine 2) ..... 7
8. Credlt avallabie for carry forward 10 next years schedule K-60 (Sublract fine 7 from line 6. This amount cannot be
638 (HAN ZBT0.) +eensornsesseesssnnesesinrisriisinessenbstiasintotirassassrsssirns sttt i reeeees U X -
COMPUTATIOJi OF TOTAL CREDIT CLAIMED THIS TAX YEAR
9. Total Community Service Contribution CredHt (Enter the lesser of the sum of lines 3 and 5 or fine 2 and on form
K-120, Part V, fine 10; form K-130, Part IV, Ine 6, page 2; or form K-40, Part D, lne D45) vicevnrrcneiiaraness 9

INSTRUCTIONS FOR CLAIMING THE COMMUNITY SERVICE CONTRIBUTION CREDIT

Any business flrm which contributes to an approved communily service

organization which snga slnmaacuvlt{ol roviding comm sorvices
mg;nlbo allowsd & cr;gt %egalnst thelr tax Iabugy. 9 unky

DEFINITIONS

Businsas Firm—Any business entity authorized to do business In tha slate
of Kansag which s subject to the stale incoms tax the
of the Kansas income tax act, and any national banking assoclation, state
bank, trust company or savings and loan association, paying an annual tax

on 8 net income.

Community Services—(1)’ The conduct of activities which meet a.

demonstrated community need and which are designed to achieve one or more
of the objectives set in “A Blueprint for lnvesting in the Future of Kansas

Children and Families,” as flsd Decembef, 1991 special commiites on
chidrone’ Iniiatives and which have been &, local planning councils
astablished In accordancs with such blue 2 » pravention; and (3)
heaith care services. -

Crime Prevention—Any nongovemmental activity which alds in the prevention
of crime In an Impover(shad area.

Community Secvice Organization—Any community
sonvicos In Kangas and which (1 have ob a ruiing from the intemal
revenue servics that the of?anlza on i exempt from income laxation undsy
tha provisions of secton 50 Qﬂ(g) of the {aderal Intemal rovenus code; or R(’a
s Incorporated In the state of sas or anothar stals as & nonstock, nonp!

anization performing

eorporat!oni,or (3] has been designated as a community development
the United States govemment under the provisions of tits Vil

ton
ol 33 ocomtyn!c opportunity act of 1984; or {4) Is chantered by the Unlted
States congress.

S Sttt 0 Bt R S
ro y 8pa , city, or or
gounty nursing homes, of othet raskiental m praventive h care
services offarsd by a community servics organizaton including immunizations
prenatal care, home haalth care services which enables the pos nament 0.
antry Into nursing homes, and community basad sarvices incl sorvices
for parsons with & disabliity, mental health sanvices, Indigeat heaith care.

physician or health care worker recruitment, health sducalion, eme:ge
Medical ssrvicss, servicas provided by rural heaith clinics, Integration of hea
care ssrvices, home health services and sarvices prov'&dod%y tural health
networks.

Rural Communlity—Any having a tion of fewer than 15,000 kocatec
in a county that [s not part o 2 6 metopoRlan stalistical area as dsfinec
by the United States department of commarce o lls succsssor agency

owevor,anyoud\dtylocawdhaeoumydolnedua
gtatistical area shall bs demedamdmmumuambsmnﬁdnmbero

pwsmhmocountydudwmmim and, in any count,
wheremelelsomyonadtyvdﬂ\lnmocoung has a popufation of more
than 15,000 and which classifiss a3 & § metropoifan statstical area

ano!ha(dues!nmatoomtyhavlngnpopdamdbum15.000:hanbe
a rural community.

SPECIFIC LINE INSTRUCTIONS FOR SCHEDULE K-60

Tha Information requested at the top of this schedule must be completed.

Une 1—Entsr the amount of tax credit aflowed on ths certificats lssued by
the community service organization.

2—Enter the total Kansas tax Hablfity for tha current tax year after al
croedits other than the credit fot which this scheduls is belng
compleled.

3—Enter the amount from fine 1 of fne 2, whichaver is less, This ls
the maximum credit allowed for contributions made durng this tex

Line

year,
4—Enter the total credit for the amount contrbuted this year from

ine 1.
s—Enter the amount of prior camy forwards avallable o this retum

from line 8 of he rafssehoddoK-OO.Am&awpol :
pror year's 60 to ihis schedule, y ol yos

Une 6—Add fines 4 & 5. Enter ths result on fne 6.

Une 7—Entsr the lotal Kansas tax Rabillty fot the current tax ysear after ai
credits other than the cradit for which this scheduls s balne
completed.

Une 8—Subtractfine 18{rom 1n9 17. Enter tia result on One 19. This amour
cannot ba less than zoro.

Une 9—Enter the lesser of the sum of ines 3 and 5 OR fine 2. Enter tht:
amount on page 2, Pat V, ing 10, form K-120; pagse 2, Pant IV
lins 5, lom K-130; or Pad D, line D4S, form K-40, whichever |

applicable. 4’ /‘2



THE

£ SAINT
FRANCIS
2 ACADEMY

INCIRPORATED

TAX CREDIT COUPON

SAMPLE

I, Janet Atteberry, as a duly authorized representative of

The Saint Francis Academy, Incorporated, do hereby certify that a

cash contribution of 3~ has been received from 4 .

credit will be equal to 70% of the amount donated.

Janet Atteberry
Comptroller
The Saint Francis Academy,

March 9, 1985

The Intemal Revenue Service requires we inform you no goass
or services were given to you in exchange for your gift. Your
entire gift supports our troubled youth. Since vour canceled
check is o r considered a receipt. please keep this letzr
TOr Vour tax rmation.

ian

Incorporated

309 East Elm Street
Salina. KS 67401-2348
(8001 423-1342

(912 825-0541

{9123 823-2302 Fax

The tax

¢-13

Lives Chamze Here



, DePARTMENT OF COMMERCE & HOUSING
Bill Graves Gary Sherrer
Gowvernor Secretary

January 26, 1985

TO: APPROVED COMMUNITY SERVICE PROGRAMS
FROM: KANSAS DEPARTMENT OF COMMERCE & HOUSING

SUBJECT: TAX CREDIT APPLICATION AND MONTHLY STATUS REPORT

Enclosed please find a tax credit application and monthly status
report. This material is being distributed to assist your
organization in tracking the status of the tax credits.

The tax credit application is to be given to all donors. Do not
sign the application until the donor has submitted the completed
form to your organization. It can then be forwarded to the

Department of Commerce & Housing for processing.

The monthly status report will be used to track the progress of
your approved program. Attach any credit applications received

during the month to the report.

If your organization was awarded less than $100,000 in tax
credits, the credits need to be distributed by December 1,
1985. I1f your organization was awarded more than $100,000, you
will have three years to allocate the tax credits.

414

-0G S, Harrison Street, Suite 1300 ' Topeka, Kansas 66533-3712. (913 296-3481
FAX 0131 296-5055 F TELEX 2253149aKS . V7DD 19131 296-3+87



STATE OF KANSAS STATE USE ONLY

Department of Commerce & Housing Log No. Project No. Reviewer
Community Service Program Qualifying Coaotribution $ Tax Credit $
This credit may be claimed against taxes due for anmy taxable periods between
TAX CREDIT APPLICATION and

(see instructions on reverse side)

APPROVED DATE

PART I—BUSINESS ELIGIBILITY (Complete the appropriate section below)
1. A corporation filing Kansas form K-120. Corporation Name:

2. A sole proprietorship filing federal form 1040 schedule C and Kansas form K-40.
Individual, husband and/or wife: SSN:

A farm operation filing federal form 1040 schedule F and Kansas form K-40.
Individual, bhusband and/or wife: SSN:

An individual reporting income from rental property or royalties on federal form 1040 schedule E and filing Kansas foon K-40.
Individual, husband and/or wife: SSN:

Q
Q
Q
Q
S. O A small business corporation (S Corp.) filing Kansas form K-120S. (Atach a complete list of shareholders, social security numbers, and
Q
Q
Q
Q

perceat ownership of each.) Business Name:
A partnership filing Kansas form K-65. (Attach a complete list of partners, social security numbers and perceat ownership of esch.)
Partnership Name:
A bank, credit institution, savings and loan association, credit union, farmer's cooperative credit association, or building and loan
association filing a Kansas financial institution tax return. Business Name:
An insurance company filing an insurance tax return with the Kansas Departmeat of Insurance.
Company Name:
An individual partner in a partnership or shareholder in an S-Corporation.

Individual, husband and/or wife: SSN:
PART II—BUSINESS IDENTIFICATION

10. Business mailing address:
11. Contact person:

12. Taxes are paid by: Q Calendar year {J Fiscal year from to
13. Federal Employer ID Number: 14. Kansas Charter Number:
15. Kansas Taxpayer ID Number: 16. Kansas Sales Tax Number:
17. Check the tax you intend to take this credit against Q Corporate income tax Q Individual income tax (Q Franchise
{QJ Financial institution (Q Gross premium receipts Q) Gross receipts

PART III—-DESCRIPTION OF CONTRIBUTION
18. Name of project or organization:

19. Total amount of this contribution: Date(s):
20. Brief description (cash only)
21. Proof attached: O Cbeck {Q Invoice Q Otber
PART IV—NOTARIZED STATEMENT (To be completed by the business in the presence of notary)
STATE OF KANSAS )
) ss
COUNTY OF )
22. ) , being first duly sworn oo his/her oath

(Persoa requesting this credit) (Tite) ) ]
states: that he/she bas examiped the above application and attachments and that all matters stated therein are, to the best of his/her

knowledge, information and belief, true, correct and complete.

Signature
19

23. Subscribed and swom to beforemeonthis ______ dayof .

My commission exp Notary Public Signature

PART V—STATEMENT OF RECEIPT (To be completed by the Project Director)
24. T bave examined this application and all attachments and believe it to be an accurate description of the conwibutions received by our
crganization for the purpose of carrying out our approved Community Service Program. 4 I .
-— 5

Project Director:
yect - (Typed) (Signarure) (Date) (Proez Noo)

158



KANSAS COMMUNITY SERVICE PROGRAM

(For businesses that have contributed 10 approved community service projects in Kansas)

IMPORTANT: This form is to be submitted within twelve (12) months of the date of donatioq.

GENERAL INSTRUCTIONS

Please type or neatly print (black or blue ink) all requested
information on the application. If a particular question is not
applicable, indicate by writing "NA".

All questions pertain to your business at the time the
contribution was made. Information furnished will also be used
by the Kansas Department of Revenue.

Do not write in the box labeled "STATE USE ONLY™.

Atntach proof of contribution and send the original completed
application to the agency that received your cash coutribution.
The Department will notify you of approval or disapproval. (In
unusual circumstances, this application may be submitted
directly to the Kansas Department of Commerce and Housing.)

Do not claim this credit on your Kansas income tax
return until you have received an approved copy of
this application from the Kansas Department of
Commerce and Housing. The amount of approved
credit will be indicated in the upper right-hand box.

Please allow 3 to 4 weeks for the Kansas Department of
Commerce and Housing to process your application.

Any portion of the credit not claimed on the taxable periods
allowed will automatically be forfeited. The credit is not
refundable.

If future taxable periods are modified, the allowable period during
which this credit may be claimed will be adjusted accardingly by
the Kansas Deparunent of Revenue.

LINE BY LINE INSTRUCTIONS

LINES 1 thru 9: Check the box that describes your business
at the time the cootribution was made and enter the exact
information requested for that box only. Partnerships and S-
Corporations are required to attach a complete list of partners or
shareholders, along with the percent ownership of each and
appropriate social security or Federal ID numbers. (NOTE: The
percent of profit distribution is not always the same as percent of
ownership.) If any of the partners or shareholders are trusts,
include both the Federal ID number for the trust and social
security number for the beneficiary. If the credit is to be split
equally between husband and wife, eater both names and social
security numbers.

LINE 10: Enter the complete address to which all
correspondence concerning this application may be seat.

LINE 11: Enter the name and daytime telephone number of
the person who may be contacted for more information
concerning this application.

LINE 12: Indicate whether your tax is paid by calendar year or
fiscal year. If fiscal year, enter the period.

LINE 13 thru 16: Enter appropriate identification numbers as
applicable.

LINE 17: Indicate, by checking the box, the specific tax you
intend to take the credit against (i.e. corporate income, individual
income, franchise, financial institution, gross premium receipts
Or gross receipts).

LINE 18: Enter the name of the organization or project that
received your contribution.

LINE 19: Enter the date and amount of each contribution
included in this application. NOTE: Contributions made to the
same project within the same taxable year may be combined on a
single credit application. (Example: If your taxable year runs
from October 1 to September 30, and you made three
contribution to the same project during that time, you may
combine them on the same application.)

LINE 20: Briefly describe what your contribution consisted of
(cash only).

LINE 21: Check the box(es) indicating the forms of
documentation attached. If you wrote a check, simply attach a
photocopy of the front and back of the canceled check.

LINE 22: The person completing this form on behalf of the
business must sign this section in the presence of a notary.

LINE 23: The notary public must sign and affix the notary
seal.

LINE 24: Once your application bas been submitted to the
agency that received your contribution, this section will be
signed by the agency representative designed as the Commumity
Service Project Director. It will then be forwarded to the Kansas
Departmeat of Commerce and Housing for processing.

If you have questions concerning this application, please contact

Kansas Department of Commerce and Housing
Community Development
700 SW Harrison Street, Suite 1300

Y-k

Topeka, KS 66603-3712

Telepbone: (913) 296-3485
TTY: (913) 296-3487 Y- /¢



COMMUNITY SERVICE PROGRAM Project #

MONTHEY. STATUS REPORT; Date:
Organization:

This report was reviewed and approved by:

(Project Director)

NOTE: It is not necessary to send a cover letter with this report. Please retain a copy of
the completed report for your file and a clean, blank copy for your next report.

L&

How many credit applications are attached?

How many credits are requested in this batch?

How many credits are remaining to be allocated?

Please check one:

a ___ Our budget remains the same at this time. All donations received
and/or pledged up to this point are included in our present budget.

b. ___ Arevised budget is attached, and the changes are as follows:

Approximately how many pledges are outstanding at this time?

When combined with donations already received, what percentage of your budget does that
represent? %o

If your project is currently underway, please check one:

We anticipated completing this project without using all of our
available credit.

a.

Everything appears to be on target at this time, and our current
approved budget is still accurate.

¢-17




Dl

Issued

413

Has there been any significant tumnover, either on your staff or Board of Directors,
since your last report? You may also use this space to indicate any other changes
( e.g. address or telephone number):

What progress has been made towards accomplishing the measurable project objectives as
agreed upon with the Kansas Department of Commerce & Housing?
(This may be left blank if there are no significant changes since the previous status report.)

Any other comments, questions, Or situations you would like to bring to our attention?

1/23/95

vawas



Robert B. Docking State Office Building
916 SW Harrison Street
Topeka, Kansas 66625-0001

SLALL UL OHOLNIOWD

Phone: (913) 2960222
Fax: (913) 296-1279

Department of Revenue
Division of Taxation

NOTICE 95-01

T0: Kansas Taxpayers
FROM: Kansas Department of Revenue
RE: Community Service Contribution Credit

In 1994, the Kansas Legislature passed Senate Bill 230, "Kansas Community Service Program Act’, which enables business
firms to receive a tax credit for cash contributions made to approved non-profit organizations. We have received a number
of inquiries regarding the application of the Community Service Contribution Credt, and following are answers to the most
commonly asked questions.

1)

2)

3)

4)

§)

Questiors

Answer:

Answer:

Answer:

Questiore
Answer:
Guestiore

Answer:

What is the communRy service contribution credit?

The community service contribution credi allows any business firm which contributes to an approved
community service organization or govemnmental entity which engages in the activities of providing
community services to claim a credit against the tax imposed by the Kansas income tax act o against the
Kansas privilege tax.

W!nnayclaimﬁmewumnnyservbemmmcre&t?

(a) Any business entity authorized to do business in the state of Kansas which is subject to the state
income tax imposed by the provisions of the Kansas income tax act; (This would include sole
proprietorships, parinerships, S corporations, corporations, efc.)

(b) any national banking association, state bank, trust company or savings and loan association paying
an annual tax on its net income pursuant to articie 11 of chapter 79 of the Kansas Statutes
Annotated,; or,

(c) any insurance company paying an annual tax on its net income pursuant to article 28 of chapter 40
of the Kansas Statutes Annotated. (Insurance companies are regulated by the State Insurance
Department. Further clarfication should be sought from that agency regarding the application
of the Community Service Contribution Credi.)

Would an individual qualify for the credit # they have: (a) business income reported on federal

Schedule *C*; (b) farm income reported on federal Schedule "F*; (c) rental income reported on

federal Schedule °E*; (d) income reported on W-2 forms; (e) any other income subject to self

employment tax?

(a) YES, however the amount of credit allowed will be limited 1o "business income®. Example: 45% of
income is from business income reported on Schedule *C* and 55% of income is from W-2 income.
The individua! is allowed to claim 45% of the credi, as 45% of income is from business soufces.

(b) YES, with the same limitations as answer (a) above

(¢) YES, with the same limitations as answer (a) above

(d) NO, W-2 income is not considered as business incomme. Indviduals whose only income is from wages
do not qualify for the Community Service Contribution Credit.

(e) YES, as long as the ather income is considered as business iNCome.

What kinds of donations qualify?
Cash donations only.

“wmmmummdamwamwmmwmm
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Answer:

6) Question:

Answer:
year
credit
firm

community.

7) Question:

Answer:

metro-
agency;

NO.
What is the amount of credit allowed?

The amount of credit allowed shall not exceed 50% of the total amount contributed during the taxable
taJ}' the business firm to an approved community organization or governmental entity. The amount of

lowed shall not exceed 70% of the total amount contributed during the taxable year by the business
in a rural community 1o a community service organization or governmental entity located in a rural

What is a rural community?
Rural community has been defined in the 1994 session, Senate Bill 230, and is summarized as follows:

Any city having a population of fewer than 15,000 located in a county that is not pant of a standard
politan statistical area as defined by the United States Department of Commerce or its successor

any city having a population of fewer than 15,000 located in a county defined as a standard

metropoltan  statistical area, if a substantial number of persons in the county derive their income from
agriculture; and,

county

8) Question:

Answer:

8) Question:

to show

Answer:
you

10) Question:

*The
credit
OR the

‘Answer:
during

11) Question:

Answer:

12) Question:

donation

Answer:
federal

13) Question:

credit?

Answer:
SW

any city in a county defined as a standard metropolitan statistical area which is the only city in its
that has a population that exceeds 15,000.

Is this credit a refundable credit?

NO, however any unused portion of the tax credit may be carried forward to succeeding tax years until
totally used.

What schedule will | use to claim the credit? Should | include any information with that schedule
that | quality?

You should attach schedule K-60 to your return and include a copy of the certificate that shows that
qualify for the credit.

The income statutes were amended to include an add back of the charitable contribution amount.
amount of any charitable contribution made to the extent the same is claimed as the basis for the
allowed pursuant to section 3. Is the amount to be added back, the amount of the credit claimed
total contribution amount prior to the 50% or 70%?

The amount to be added back to federal adjusted gross income will be the total amount contributed
the taxable year prior to the 50% or 70% computation of the tax credit

Should the add back modification be added back the same tax year the contribution is made?
YES.

Will the amount of the Community Service Contribution Credit affect the amount of charitable
claimed on the federal return?

The amount of Kansas tax credit should have no effect on the charitable donation claimed on the
return.

Who should | contact to find out where | can make contributions in order to qualify to claim this

You may contact the Department of Commerce and Housing, Cormnuzn&y Development Division, 700
Hamison Street, Sute 1300, Topeka, Kansas, 66603-3712, or call (913) 296-3485.

Should you have any questions or require additional information regarding the community service contribution credi, you
may call or come to one of the offices listed below. If you find & necessary 1o write instead of calling, address your
correspondence to the Taxpayer Assistance Bureau, PO Box 12001, Topeka, Kansas, 66625-0001.

Topeka- Kansas City- Wichita-

Call (813) 296-0222 Call (913) 788-3445 Call (316) 337-6140

Docking State Office Buiiding 1961 N. 63rd Drive 230 E. William, Room 7150
=20 95 Harison, 3d Fioor

#-20
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x . Stats Use Ouly
State of Missour . , .
- yepartment of Economic Develapment Log}_‘io.. : Project No. }'lzv'.cwer. -
Neighborbood Asststancs Program Quuiifying Contribution: § Tax Credit 4
This credit may be claimad against taxes due for any taxable periods
TAX CREDIT APPLICATION Berween and
(Chapter 32, RSMo Supp. 1951)
See Instructions on Reverse Side Approved Date
t.QALMMMFu:}% he s o

Comporsiion o
lﬂAmMMMFmXMWCMMFomIM

Incividual, koedend md/ o0 wile SSN:
S.GAMWMWleM&MﬂFmMleM

%hwﬁ{«ﬁk e SSN:

AT Az 'mm«mmmmmumwﬁsmmﬂsm1wmmsmm&uuhamrmxw.

5. C A mall dusoes o (.SCofp‘)ﬂiq\fmowiF 11208, (Anach s tmbeammdu:asgt;y bery,

Be corperanen } orm acompete i o aum
axd percest ownenskp of oach)

Busine saO%
5.0 A parcomihip fitag Msourd Form lw.(wnmmwmﬁmmﬁmmgmmwmam&potwm

Parmarsisp st
7.cAmaﬁammmmm«.mmrwumnﬁ:mm«mmmmodaﬁoam.wmm
fizancial matitutiod 4X recura.

Business name
&QMWMM;MWT&MWW%&MOIW

Coz.paay MDE e
9.0MWWHIM«WMEuWL(Mlmm 1981)

Inciividual, busband aod/ oc wife: SSN:
Part [1; Business 1dentification
10. Drsinsess malling addros
11, Contact pursost Daytims phoss No. 4 3
12 Taxesarvpaid by: O Calendas year T Fiscal ysar from to
13. Rodaeal Empioyee [D Number: 14, Missouri Chartee Number
13, Mimouri Rxployer Whthhoidiag Number: 16, Missouri Sales Tax Number:

umm:uaywimad;r‘.mn-ih/wm&:cditmmcwmuomumwmeMmmﬁpmmmdm

Part [TI: Descriptioa of Coatribution

1. Neros of prajes of arpasization: .
19. Toral smount of whis contribatioar Dassx

20, Briaf dascripcion (¥ otser than cashy
N P ik QCwck  Qlovoxe  CApprisal  OAfden  SObe

memoamsmmmb.mpmdbymmmmmm«aw)
)

Suats of Missourl
)=
County of )
po R - . ,bein;ﬂmdulymmeahh[hrwh
(Persan requasting this aediQ) (Tice)

mummmmmmmmmmum&mmum:mmmnmwm.tommaummoMp.mmmon
1d belied, 1rue, cortest and compiets

Signature

23, Subscribad and swora 10 before ma on s day of 19

My Commission expirm

Notary Public Signuure

Part V: Statement of Receipt (To be completed by the Project Dirsctor)
34, [ have examined this tpplication and all agtachments and belizve it 10 de an ocunie demcrizuoa of tha contribution received by our organization for the
purpote of cuTying out our approved NAP project

. Y-2! .

(Typed) (Signature) {Dazs; (Projest No.)
W2 892




) Nelghborhood Assistance Tax Credht Applcation
(For Businesser That Have Coruributed to Approved Netghborhood Assisiance Projecys in Mistourt)

DMPORTANT: This form Is to be subealriad within 12 moaths of the dats of doration.
General Imstroctiom

L. ;P\‘::ie type o acaly print (black or blue ink) all requastad informacon on Lhe appuufdon. If ¢ particular question is not applicadle, indicats

Zgnmmdommmyomﬁmumdmammmmdouwuuudc.luformuion&mishedwmmuusedbymbcpmmemc(
eveaus,

3. Do not wrile in tie section labeled “Stxte Use Ouly.”

4. Attach proof of coneribution 1ad seod te origizal completad application 0 the agency that received your NAP contribution, The
memmﬁymdw«dh‘ppmu(huuwmmthhnppl‘m-dcnmybuubmkmddinaly:om

Deparuraent of Econoance
SMW%&Mxmwm%féﬁmﬂdﬁ&mmmydw% spplication from the Departroent of
6. Please allow the Deparmment of Beanomic Development 3 1o 4 weeks for procatting,
7.Anymdono{tb:quhw&?mdonmunbhpedodsmowadwiﬂmwmzdwlybc{or{dmd.ﬁewhwmfmdwle.
8.Lfﬁmmunbhpqiod.smmdiﬁad..tbul}omlepeﬁodduringvhlchthiacmdhmaybudﬂmedﬂlbud}unedwdinﬁybym
Departmens of Revenoe.

Line-Ey-Line Incruetons

Liney
1-9 Chack the box that dascribes your business &t the time the contribution wit made, and enter the exact informagon requensd {or that box

only.?mhip-ms&;«ﬁmmm\ﬁr&dmmacompmunolpmonhmhaldzmdonzwﬁhtbemomhjp
o(w:h.mdWwﬁdmﬁyw?ﬁxﬂLD.nummCNommpamdproﬁzdimﬁmdonb 50t AWyt the same a8

percent of ownerthrp.) Uf any of the ot sharcholdsry are trusts, include botk the Federal [.D. aumber for the oust and social
security aumbar for the besaficiary. the credit is to be split squally between husband and wife, indicste both namss and social sesurity
oumbets.

10 [ndicats the complecs addrem to which oll correspondende concerning thig application may be seat
I1 Indicate the pervoa who may be contactad for more information concerning this spplication, and their daytime taisphone number.

12 Indicats whether your tax is paid by calendar yesr or fiscal year. If flscal year, entar the period.

1316 Indicate appropriste sumbers, where spplicadla
17Lm.hmmnxpedﬁcmmhmmmuﬂymukube:mdh@mdm«wmmMmfmmwhﬁmdomm
mmmdpnpwquu.orbﬁv‘.dmmomauNOTE:Youmnotraquimdwdaimtheaedi&inmhmnw.Yommpom
on this Ene smply alow the Departzent of Reveaus 20 AkS Decessary COmputer entries extablishing the amount of credit availabis to
yor

18 Indicsts the same of the orpnization of project that received your coatribution.

19 Indlcars the dus 1ad tmount of sach contribution inctuded in this application. (Refer to official NAP rules for instructions 0a how to
erablish the value of contribazions ocher than cash.) NOTE: Contributions made to the same project within the saxe taxabie year may be
combined oa & singe credit spplicaton (Example If your taxable year runs from October | to September 30, and you made thuee
contributions to e same NAP project durdag that time, you may combine them on the wme applicaton)

20 Briefly describe what your coagibution consisted of. (6.8 tachaical assirtance, duilding waterials, real estate, offics supplies, vehicles,
TANPOWET, &)

21 Check the dox(es) indicadag e forms of documentation wtacked. (Refer 10 ofBcial NAP rules for mstructions on required
documentacon. If you wrote 8 cbeck, simply anach 8 photocopy of tha front and back of the canceliad check)

szpemacompbdngmkfomonbanﬂdmcb\nimhtcdgnthhmﬁonmmpmceo{tnm.

2 The notary public is to sign bere and affix the notary seal
ZAOncayourxpp&w:'onhamnwmiwtothomacythumﬁvadyou:ccmﬁbuﬁon.:hhwaiou will be signed by the agengy
represantative desipaaied U e Neighdorhood Anistance Project Director. [t will then be forwarded to the Departmest of Economic

Development [or processing

If vou have any questions concerning this application, please contact:

Depariment of Economic Development
'1¢ Neighborhood Assrinance Program
P.O. Box 118
Jefferson City, MO 65102
(3114) 7514849 f-22-
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3R MiSSOURI CEPARTMENT CF REVENUE 1993 |~
. g MISCELLANEOUS INCOME FORM |
TAX CREDITS MO-TC ;
| st TOR SO0 HIGLATY MO, MTEAD LD MABIA ﬁ‘
Z - H;ibltﬁ:n. -;m«k -
«USEK THI8 FORM TO CLAIM INCOME TAX CREDITS ON combined retum |+ sorportion
FORM MO-1040, MQ-1120 OR WO-1041. | Ay
CATTACH TO FORM MO-1040, MO-1120 OR MO-1041. 2 i SOMBIned tUm
M w H W i
1. New or Expancad Busiosss Fac'ty et ' i v -
{Arach SCradvie K-1 or Srea (). > 100 Q0] 1 00 el
v 1 L 1] hi
1 1 t 1 .
2 CevekprartPesanaCrel L | 2 00 0] ¢ 100 100
3. frestructues Coveepment Crdl. oo > ‘EOO 100} 9 Ew lCJ'ol
: ' : v
¢ Expont France Cdt ... ... e > 10 ‘001 ¢ 100 100 ;
S Missoun Low Incarms Houang Credit ' ! ' :v—‘
(Azach Exg Dty Statement 4nd Faderai Returt) . .....eee .o > ' 00 00] 8 100 ‘00
8 Procsssed Wood Esegy et ..o > 100 100 ¢ {00 00
7. Soence ard Teshnoiogy (S464 Capt) O .. ..o.een s > 100 10017 (00 00
b Neghoorod Assisance Clectt ‘ i 1 :
(Incding Homeitss Assitiasce Credl). ..o > 100 100] 8 100 00
: : : :
9. AMorsabie Houping Asrsmncs Coot ..o > 100 100] ¢ 100 :ooj
[} ' 1 1 !
10, Specal Neack Adopton Tax Crach (Azach Fam ATG) ....... .. > 00 1001 10 100 00|
1 ' ' v
11, Entamries 2ome Coactt (Arach Scheauq K-1 o Sewaus O). .. ... » 100 100 1 100 (00
j ' ' v
12 Smad Buseas Rl G0 L.l N > 100 100] 12 H 00 (00
H ' 1 Vo
13 Smal Busiress Inesment Cadlt ...l | 4 100 100) 1 +00 100
14 SUBTOTALS - Ad Lttt 1 VOGN 13 oeersennene L0 100 ] 14 100 100
18 Tow Cracs - Add Lnes 14K &4 140 (Erwr et 1 o0 ' '
Form MO-1129, Une 18, or Foom MC- 1040, Loe 34, o ! H
| Form MO UMD 100118 100

O MO7174 (V130

INSTRUCTIONS

Corporation, fiducary and oae ‘ncorme fiters must emsr the amount
of thair appiicable credlt in Column W (Nots: one income Blers 4w
nCviduain NG single, memed fling serertte, head of Nousehek,
Quiiying wicow(er) with depercant child or claimed &8 & cecenr
cont on anothers retum). For combined Missour Inglvidual income
tax retumg, e husdend's podion of the tax cradht must be entered
n Column KW and the wite's potion In Column W,

Line 1 - NEW OR EXPANOED BUSINESS FACILITY CREDIT

i you are 3 manufacturer. wholessls dgistridutor, office tenant,
ruck, barge, o rail Bne operator, INlerchangs telecommunicatiors
company lacility. o mining, wirehouss, or ressarcideveopment
224ratoe, you may 8 eligidie 1o claim thig credit if you estadisned
t rew facility of OXEAnded AN exiatng ‘aciity and Crealed new 008
g new nvesiment For more informabon, foms and spproval o
cum this credit, contact the Missour Deparnment of Ecoroms
Development Tax Beasfit Programs, P O. Box 148, Jettersor Cy.
MO 851C2-0118, o¢ call (314) 751.8838.

This publicetion s tvalisb'e upan rquest In LAamathve sccesalbie format(s) TOO 1-800-NE-2384

Line 2 - DEVELOPMENT RESERVE CREDIT

% you have made & contribution 1o the Cevelopment and Reserv:
Fund, you may b4 entitied 0 this cred. For more informaticr
forma and approval 10 clalm (his credlt, contact the Migscur
Depariment of Economic Development, Tax BerafM Programe
P.O. Box 118, JeHerson City, MO 88102-0118, o call (314
751-8836.

Une 3. INFRASTRUCTURE DEYELOPMENT CREIXT

if you Rave made & eaninbution 1o the infrastrctyre Deveiopme”
Fung, you mday be entitied 10 this credit For maors informatior
forms ang approval to claim this credit, contact tre Missou
Depanment of Economic Deveicpmaent Tax Banefit Prograrm:
PO. Box 118, Jeterson City, MO 88102-0118, or calf (3«
751-8838.

Une & - EXPORT FINANCE CREDIT

¥ you Mve mace & contrbution 10 e Expon France Fund. vt
may 5o ented 10 this credit Far mote afermaren, forms as

Y25 .



oo 2e7 L@ T g 0Tl STnUcl ire MV sstun Jepanmg-r of
Ezcr tvecoment, Tax Barell Pregrams. PO Box 118,
ey . MC 85102-C118, 0r ¢qil (314) 7516828,

Line § - MISSOURI LOW INCOME HOUSING CREDIT

Hyou are o fes s.mple Owner of rental property. dporoved lor a
Fecortl Low Income Housing Credit, you may 830 b4 tigtle for
o Miggoun Low Income Houting Cradit. The Musoun craght i
KUALeNL 1o 20% of the amount taken on your Facera renm, A
€30y of your Federal rarum nd 8 statemant &uthon2ed and seued
dy e commigsion centitylng et & given project Qe lor the
Migsour Low Income Housing Credit must wcempany your tax
ratum. Foe more inlormaton, lorms and approval 1o ¢laim thig
cradit, conlact the Missour Housing Davelopment Commizuicn,
3770 Broadway, Xaraas City, MO 84111, or call (818) 758.3759).

Une § - PROCESSED WOOO0 ENBRQY CREDIT

Any Maseur dusiness may De aligibie for a tax crecht for producing
Sroctited wood energdy products lrom Missouri Umber prodvet
(raeia) regidue. Indlvidudis Bumirg wood a7¢ not 4lgdie for he
Erergy Tax Creait. Copies of dills of sale 10 cusicmary, mosl De
trached %0 the ux credh applcation. For more Informaton, forms
184 approval 1o claim this cred, contact the Missoun Divigion of
Energy, P.O. Box 1786, Jefferton City, MO 85102.0178, or calt
(314) 7518888,

Lina 7« $CIENCE AND TECHNOLOQY
(SEED CAPTAL) CREDIT

YOUu may B4 eligidie for this credit H you made & cash contitutica
‘o 8 qualified fund estadlished cooperativaly by the Missoud
Comporaten of Sclance and Technoiogy of any of the siale's Innc-
vatlon centers to provide ‘seed” capital 1o potentially viadle
bualnessss. For more Information, forms and apgroval 1o claim this
L conlact the Missourd Qeperiment of Economic Devalopmant.
Tax 8enefit Programa, P.O. 8ox 118, JeMsraon City, MO
85102-0118, or call (314) 751-83828,

Lire § - NEIGHBORHOOD ASSISTANCE CRED(T

1 you contributed caah or proviced qualified services ¢r assiaance
0 & net-fors profit organization that administers an epproved negh.
SCMOod L8 lANCe Droject, you may De eighoie to citim this crach.
For maes information, forms and approvel to claim s ¢radit, con-
'act the Miggourl Department of Economic Davelopmaent,
Tax Benalit Programs, P.O. Box 118, Jellarvon City, MO
85102-C118, o call {314) 7518438,

Una 9 - APFORDABLE HOUSING ABSISTANCE CREDIT

1 you #nGagad in providing Afforcalie housing assisincy actyities
" Misoud. you may be #/1gible to claim this credit. For mors infors
mation, ferms and spproval 1o claim this credit, ¢onlact the
Mistourt Housing Cevelopment Commiasion, 3770 Broacway.
Kansas City, MO 84111 ¢or cail (818) 784-3790.

Ling 10 - SPECIAL NEEDS ADOPTION TAX CREDIT

T you have legally edopled & s0ecial needs child durng 1943, you
"4y bu #¥igibia tor thig tax credit. You must complete and erach 1
Fem ATC 10 the 1993 Form MO-TC which s 8 recuire: thac
~4rl for your Misaour retum (MQ-1040), along with venfcation
1'8ementy from the court ehild-placing agency or the Oivisisn of
Fumily Senvices reQarding the chid's special reacs. A3o, ne

Crigion of Family Serices must verly, by compietng Form ATC,

Pant O, thal your adoption expanass wers not reimburseg by
a~other source. For mare information ragarding vedfcatlion of the
XIS 3pacal NeeCs and non-rmmburtement of 30co90A xpens-
¢4, ConGt the Divison of Family Services. P.Q. Bex 88, Jefsnon
City, MO 85103-0088. Form ATC and adaitional informylion s

PRy

G MO 14
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32 ate 2 aty SOurty Family San zeg CMee Fom ATC s 8 ge
avelatie at M.ascuri Cepamgnr of Revaaye Offices | 1
Irreughout the 4128, Quettioss azout Iing for thig !8s t
BOUKI De ireciac 10 e Missoun Cecartnent of Reverue at \wid)
781-3508.

Line 11 « ENTERPRISE ZONE CREDQIT

You may be #iigoie tor this credit d you sstadished & raw fagity
or sxpanded an axisUng adility in an erterprse 20re and creatsd
Pew jots and new Investment. For more Information, forms arc
40proval 10 claim s Cradit, contact the Misgourn Depanmaent of
Economic Osvelopment, Tax Benettt Programs, P.O. Box 114,
Jefterson City, MO 851320118, or call (314) 751.8435.

Taxpayers sligidte for tax refunds, as authorized Ir Section
133.245, REMo 3upp. 19792, must be certfad by the Cepartment
of Economic Deveicpment 28 Maving 009rated & "new Busirees
'scity” duning tha 'Rxpayers third or lounth tax period. For Rirtrer
trformatica conceming ciaima for ratunds, contact the Department
of Revanue &t (314) 751.5808,

Line 12« SMALL BUSINESS INCUBATOR CRED(T

You may be silgiole for this credit f you Pave made & contribution
 an approved Small Businetd Incubetor Project For more infer
malion, [orms and approvai 10 ¢laim thig ¢reqit. contact the
Migsouri Department of Economic Development, Tax Benefit
Programs, P.O. Box 118, JeMarson City, MO 881020118, or cal

(314) 751-8828.

Ling 13 - SMALL BUSINEAS INVESTMENT CRED(T

i you have made ¢ monetry contribution to an spproved small
buslness In Migsour, you may be entitied to this credit. For more
information, forma ang approval to claim thig crech, contact the
Misscun Department of Becnomic Cavelopmant, Tax Benefit
Pregrams, P.O. Box 118, Jeflarsen City, MO 881020118, or cal
(314) 7514838,

Line 14 - SUBTOTAL

Add Lines 1H through 13H and snter the total on Line 14M. Add
Unes 1W through 13W and entsr the 1otal on Lne 14W.

Une 18- TOTAL TAX CREDITS

Asd Lines 14H 244 1AW and eniter the 101 o0 Line 15, Alsa, enter
on Form MO-1120, Line 18, ¢r Rorm MO-1040. Line 34 or
Form MO-1041, Ling 17,

Cradits will be appiied sgainst income tax lability in e folicwing
order
{1) New Business Fachity Creght
(&) Development Recarve Crectt
(3) Infrasuvcture Cevelspment Crecit
{4) Expent Firance Cractt
(%) Missour Low Income Fousing Cregit
(8) Procasssd Wood Erergy Cradit
(7} Sclerces and Tectvoiogy (Seed Capitan) Crecht
(8) Naighdohooe Assistance Creh
§) Alfogadls Housng Assistance Crect
(10) Special Nee<s Adoption Tax Crecht
{11) Enterpriae Zong Creght
(12) Smail Busiresa IncLtaier Crecit
(13) Smak Busiress Invasimant Croch

i you e Higibie for more than one of these tax cradits. the credits
mus! 0¢ taken in the above order.

S#-2¢



DAVID G. SCHATZ, EA
Public Accountant
605 Fairdale Road
Salina, Kansas 67401-3766
Toll Free (800) 283-5757
(913) 826-9686

March 9, 1995

Representative Phill Kline, Chairman
Members of the House Taxation Committee
Capitol Building

Topeka, Kansas 66612

Re: 1994 SB 230, Kansas Community Service Program Act

Mr. Chairman and Honorable Members of the House Taxation
Committee:

I am a sole proprietor (public accountant) with W-2 income.

I understand that on December 1, 1994, The Kansas Department
of Commerce & Housing approved The Saint Francis Academy's Care
for Kansas Kids project (1994 Senate Bill 230, the Community
Service Program Act).

During December, 1994, The Saint Francis Academy mailed
information about the Act and their project to a commercial
mailing list, accountants and tax preparers, business donors and
vendors (nearly 10,000 pieces). I received information about the
tax credit (1994 Senate Bill 230), and in December 1994, made a
cash contribution to The Saint Francis Academy.

I was told that 70% of my donation will be a credit against
my Kansas tax liability. Now, three months later, I understand
the Department of Revenue has made an interpretation of this tax
credit allocation which adversely affects me and my donations to
Saint Francis. I am being told there are contingencies attached
to my tax credit allocation.

The example originally given me was as follows: A sole
proprietor has $50,000 total income, $45,000 from W-2 income and
$5,000 in income from a sole proprietor business. This person
gave an-approved rural community charity a cash gift of $1,000.
Accordifi to what we all were told from December 1, 1994, to
January 26, 1995, this sole proprietor would be entitled to a
$700 tax credit.

House Taxation
3-10-95
Attachment 5-1



Representative Phill Kline, Chairman
Page 2
March 9, 1995

Now, however, this same sole proprietor is being told that
if he runs his business on a part-time basis, and receives W-2
income, the Department of Revenue is requiring that these part-
time businesses must pro-rate the 70% tax credit. In the case of
the above example, only 10% of the 70% tax credit would be
allowed. Thus, this sole proprietor's $1,000 gift now gives him
only $70 in tax credit - a huge difference!

The Department of Revenue's interpretation of 1994 Senate
Bill 230 discriminates against the sole proprietor with wW-2
income. As a donor operating as a sole proprietor and also
having W-2 income, I am being penalized because I operate my
business as a sole proprietor, rather than as a corporation.

This ruling will cause an immense integrity problem for the
non-profits who in good faith, and with the approval of the
Department of Commerce & Housing, sent out thousands of letters
telling about the tax credit. Their credibility will be zero if
they must go back to donors and tell them their tax credit
doesn't count now, because the Department of Revenue decided on a
different interpretation of the Bill!

The original intent of the Legislature in approving this
Bill was to increase business donations. This was communicated
to the non-profits, who in turn communicated what they felt was
accurate information to their donors. There was no mention that
these businesses would be penalized if they had W-2 income in
addition to Schedule C, E, or F income.

Solution: Treat all business entities the same. The tax
credit should be based on the amount of the business' charitable
donation only. It should not be pro-rated, which discriminates
against those individuals with W-2 income.

Thank you for your attention to this matter of grave concern
to small businesses with W-2 income.

§iﬂcerely, .
David G. Schatz

DGS:db
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Gove County Healthcare Endowment Foundation, Inc.

Foundation
For the
Future

March 9, 1995

WRITTEN TESTIMONY FOR 1994 SENATE BILL 230 HEARING
MARCH 10, 1995
Q:00 A.M.
GOVE COUNTY HEALTHCARE ENDOWMENT - QUINTER, KANSAS
CAROL KINDERKNECHT, EXECUTIVE DIRECTOR

as Executive Director for Gove Caunty Healthcare Endow-
ment, G@uinter, Ks., an affiliate with the Community Service
Program (1994 Semate Bill 230) for ow Endowment, and a W-2
Taxpayer with attached schedules who contributed toward our
Community Service Program in 1994, I have same very serious
concerns how the Department of Revenue is trying to now make
rules and regulations in regard to that program which they
know nothing about.

The Department of Revenue had ample time to nave their
input into the program before we received the applications
last fall and they chose not to do so. Now all of a sudden,
the Department of Revenue is changing their interpretaticn in
mid stream after taxpayers have filed their tax return.

The outlying purpose of this program needs to be ques-
tioned and evaluated as to: 1) The Department of Revenue
agreed to give up $5,000,000.00 in tax revenues gach fiscal
year 1o do toward this program; 2) Was the original goal of
the program designed to benefit businesses anly; 3) Or was
the original goal of the program designed to benefit non-—
profit organizations; 4) Why should the Department of Revenue
care where or who uses the tax credits in what manner as they
did agree to give up $5,000,000.00 in revenue; and S) Should
this program show inequality to taxpayers with W-2 incomes
and attached schedules where a majority of tax revenues are
generated through W-2 taxpayers.

The Statute (1994 Senate Bill 230) only zllowed the De-
partment of Revenue to help assist the Director of Community
Development in promigating rules and regulations, which they
did under the Direction of Secretary Parrish under the Finney
Administration. The Oept. of Revenue signed rules and
regulations 1in agreement. Now two months after a tax vyear
has closed, the Department of Revenue is trying to change the

P. O. Box 129 ® Quinter, Kansas 67752 ¢ (913) 754-3341

House Taxation
3-10-95
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interpretation of how the nhill was intended to be.

Being involved in several angles of this nightmare the
Department of Revenue is trying to create, we are in for a
“Domino'' effect which is going to have astronomical and dev-—
astating effects to the Gave County Healtnhcare Endowment. the
integrity of the Department of Commerce & Housing Community
Service Program, the integrity of the employees within the
Commerce & Housing, the integrity of our own program with the
donors wha have already contributed to the program in 1994,
and the final blow -~ the taxpayer.

It is my understanding the Community Service Program
(1994 Senate Bill 230) was designed after the State of
Missouri’s program. When we filed our application last fall,
the Kansas Department of Commerce & Housing personnel was ex—
ceptionally cooperative in instrumenting this program eX-
plaining rules and regulations that had been signed. They
were definitely into customer service. Questigns within that
department were rapidly answered with a respectable answer.
Sondra Clark and Marty Miller need to be complimented for
their assistance.

Now, we have the Department of Revenue trying to inter-
vene making their interpretations 2 months after a tax year
hag clased. 1t is my understanding the Misgsouri Department
of Revenue's interpretation is not allowed in Missouri’s Cam-—
munity Service Program. WHY IS KANSAS’S DEPARTMENT OF REV-
ENUE TAKING THIS PRIVILEGE UPON THEMSELVES when this a pro-
gram they were not involved 1n from the beginning? Not only
did they have the opportunity at the baginning (not now) to
act, but they deliberately chaose not ta do so.

It clearly states in K.A.R.110-7-4 the Department of
Revenue shall grant a tax credit agalnst the tax liability of
the business. It says nothing about applying some concoction
of a formula which they are now trying to apply as an after
fact affecting W-2 taxpayers with supporting schedules.

We went out seeking donors based upon the Department of
Commerce & Housing's interpretation of the program. Their in-
terpretation was based off the Migsouri program that the Kan-
sas Program was to complement. Now with the Kansas Dept. of
Revenue trying to get involved they are trying to change the
thing around to where the donor will not get the full credits
(which 1in our case it is to be 70% of the cash contribution
they gave).

In western Kansas, 90% of our donors sauld be adversely
affected by the Department of Revenue’s rulings of their W-2
interpretation with other attached schedules. More devastat-
ing is the Department of Commerce and Housing’s stance re~
leased this morning which is to follow what ever the Depart-
ment of Revenue so chooses. In our area, we have oil income,
interest income, W-2 income, rent income, Corpeorations, Part-

nerships, and a versatility you would expect in & rural com-

b-2
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munity of approximately 1000 people. These people need to be
entitled to the 70% tax credit due them regardless of the De-
partment of Revenue’s concoctlion they are putting together
after 1994 tax returns have been filed. Remember, the De-
partment of Revenue elected to forfeit $5,000,000.00 of an-
nual tax revenuess to support this program, and it was their
choice in the beginning not to be concerned how the forfeited
revenue was handled. Rural areas like ocurs would like to be
self-sufficient in the healthcare area. We can do from the
support from those donors that have funds available Tor this
purpose. In turn, this doesn’t require the community to con-
stantly look for State and Federal Governoment programs avail-
able. The taxpayers who have excess funds are willing to
give to these projects if they realize it is a benefit itoc the
Endowment as well as themselves. The Department of Revenue
is trying to degrade credibility in a number of areas.

We are not the only nonprofit struggling to remove the
Dept. of Revenue’s presence in interpretations of this pro-

gram. We feel they are wagering in a department they do not
belong, and appears to the taxpayer as a war between the de-
partments, 1 must reassure you the Department of Revenue 1is

uncooperative, which includes the Tax Policy Group where Mark
Cordullo and Tom Browne are invalved. They won’t give an an-
swer in writing, and they are completely out of their guide-
lines on kngwing anything about the program from the begin-
ning. Kathleen Smith in the Tax Payer Assistance Bureau 1is
cooperative to the extent she can be based upon her job posi-—
tion and limitations.

Now all af a sudden, less than 24 hours before the hear-
ing scheduled on amendments to this bill on March 10, 1995 at
9:00 AM., +the Department of Commerce and Housing has changed
their mind angd switched their stance to that of the Pepart-
ment of Revenue. What is going on? This change of stance by
+the Commerce and Housing Depariment needs toc be guestioned as
to its validity and an explanation as to what circumstances
did this develop under. There has to be some tie connected
cetween the Department of Revenue and the Department of Com-
merce and Housing. Was there a relative situation betuween
the two department directors involved in this matter?

This is a very vital program to our area in nealthcare
services. MWhere State and Federal agencies can no longer fi-
nance many projects, it is apparent this will have 1o fall
pack within the community. The Community Service Program was
set up just for that purpose. We have donors willing to go
into this program based upon the Commerce & Housing interpre-—
tation which is how we approached our taxpayer donors. Now
after they are filing their tax returns, the Department of
Revenue tries to enter the scene.

1t is very imperative to address this matter as soon as
possible before all of us nonprofit organizations are in the
gigasier situation with no taxpayer donors. A vital program
in our area such as the Community Service Program will fail

-3
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due to such rulings on the Department of Revenue not Being
based on the original intent of the program of 70% and 50%
tax credits.

Sinee this program was intended to follow the guidelines
with those of the State of Missouri (which the Commerce and
Housing was following), is there anything you can do to allow
the interpretation of this program to be done based upon the
original intent of the program last fall and have the Depart-
ment of Revenue stay within their department with issues not
related +o this progranm? They did agree to forfeit
$5,000,000.00 in state tax revenues and chose not to say how
in the beginning plus they had ample opportunity to do that
at that time - not in February 1995 after 1994 tax returns
have been filed.

Sincerely,

GOVE COUNTY HEALTHCARE ENDOWMENT
P. 0. BOX 129
QUINTER, KS. 67752

o e og i

t, Exec. Director
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Mothers gainst Drunk iing

e — — — — — —
3601 SW 20th Street « Topeka, KS 66614 « (913) 271-7525 = 1 (800) 228-6233
KANSAS STATE OFFICE

March 9, 1995

Phill Kline, Chairman
Houge Taxation and
Assessment Committee
State Capitol, Room 170-W
Topeka, KS 66612

Dear Rep. Kiline:

Kansas MADD would like the House Committee on Taxation and
Assessment to consider amending Senate Bill 203 to exclude
recent changes incorporated in the Kansas Department of
Commerce and Housing's Community Action Service Program as a
result of the recent Kansas Department of Revenue's Notice
895-01.

I am enclosing correspondence regarding this matter and hope
you and your committee will consider this problem.

Sincerely.,

ey

Max Administrator
State Administrator
Kansas MADD

House Taxation
3-10-95
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Mothers Agnt Drunk Dring

—— N
3601 SW 29th Street » Topeka, KS 66614 » (313) 271-7525 | (800) 228-6233
KANSAS STATE OFFICE
3/6/95

Nancy Lindborg

Kansas Attorney General's Office
2nd. Floor, Kansas Judicial c¢center
Topeka, Kansas 66612-1597

Dear Nancy:

Kansas MADD was among approximately 30 nomprofit 501 (C) (3)
organizations approved by the Kansas Department of Commerce
and Housing to be eligible to award tax credits to Kansas
businesses who make direct cash contributionm to nonprofit
groups offering services as legislated under Senate Bill 230,
Community Action Service Program. The intent of this legi-
slation was to encourage Kansas businesses to contribute cash
donation to approved organizations providing services as set
forth in the Blueprint for Investment in Kansas Children and
Families. As established in the Kansas Department of Commerce
gudelines, donors in communities above 15,000 population would
receive a tax credit of 507 of the actual contribution and
those donors in communities with population below 15,000 would
receive a direct tax credit of 70%.

Approximately two months after the KDCH approval for participation,
and subsequent implementation of fund raising programs by those
organizations qualified, participating organizations received
Kansas Department of Revenue Notice 95-01 regarding Community
Service Credits. This notice deviates from the KDCH guidelines

by addressing business income reported on federal Schedule "C";

(b) farm income reported on Schedule "F"; (c) rental income
reported on federal Schedule "E"; (d) income reported on W-2forms;
(e) any other income subject to self employment tax.

Since qualifying organizations have implemented fund raising
campaigns based of KDCH guidelines, the introduction of Notice
95-01 has created a great deal of confusion. Previous to Norice
95-01, no distinction had been made for contributors filing
Bchedules "C", "“F", and "E". Donors filing under these class- -
ifications will not know what their tax credit will be until
they calculate their taxes.

It was my understanding that prior to implementation of this
program the Attorney General's Qffice reviewed the KDCH pro-

gram guidelines. Possibly your office could could provide
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some assistance in clarifying disparity im the KDCH guide-
lines and the KDR guidelines. The credibility of Kansas
MADD and other participating organizations is at stake.

I have also enclosed with permission, correspondence from
Debora Imhoff, Executive Director, The Saint Francis Academy,
Incororated in Salina expressing her frustrations.

Thank you for your consideration.

Sincerely,

Max Sutherland
State Administrator

Kansas MADD
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BIG CONCERN IS WHY THE DEPARTMENT OF REVENUE "PENALIZES" THOSE
BUSINESSES ARD FARMERS WHC CHOOSE T0 OPERATE THEIR BUSINESS/FARMS
AS SOLE PROPRIETORS, AS OFPOSED TO CURPORATIONS OR PARTNERSHIPS,

1.

On December 1, 1994, The Kansas Department of Commerce and
Housing approved The Saint Francis Academy’s Care for Kansas
Kide project (Senate Bill 230, the Community Service Program
Act),

During December, 1994, The Saint Francis Academy mailed
information about the Act and our project to a commercial
mailing list, accountants and tax preparers, our business
donors and vendors (close to 10,000 pieces). All the
information mailed was first approved by the Department of
Commerce and Housing for accuracy.

On January 31, 1995, we raceived a copy of Notice 95-01
printed by the Department of Revenue. Item #3 regarding
businasa income disagreed with the information published by
the Department of Commerce and Housing.

We immediately called the Department of Commerce and
Housing. They called the Department of Revenus and tried to
gat Notice 95-01 changed.

On February 18, 1995, at the Salina Lagislative Maeting I
asked Representatives Carol Beggs and Joe Kejr to please
help us get this problem resclved.

Tha Departmant of Revenue met with the Department of
Commerce and Housing on February 23, 1935,

I called the Department of Revenue on February 24, 1995, to
get thelr intarpretation. Area of concern is for those
individuals who have W-2's and file Schedule C (Profit &
Loss), E (Supplemental Income or Loss) or F (Farming). A
comment was made that rentals must be a buminess. I asked
for clarification, but did not receive any.

The eaxample givan was based on the 508% tax credit, not 70%.
If the donor shows a $5,000 profit on Schedule C and gave
$3,000 as a charitable contribution, their credit would be
$1,500. Net income would be $8,000 x 5.84% tax rate (varies
with each donex). To figure tax rate take total Kansas
liability and divide by Total Xansas taxable income. In
thie cagse, the total available credit is $467.20 (8,000 x
5.84%). The donor would then have $1,032,80 credit to carry
over. If Segnate Bill 203 passes, the donor would have only
4 years to use up thig credit. as oppomed to unlimited
numbexr of years with the original bill.

£

e

(;\
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10.

i

Question: How is the person on the street suppose to flgure
out how much of a tax credlt they will get? Answer: They
can't. The donor will know how much their tax credit is
ONLY AFPTER THRY FIGURE THEYR TAXES.

I was also told Notice 95-01 will not be changed until
Senate Bill 203 {8 passed or defeated. After all, why make
the change now if you know you will just have mors changes?

Attached is a copy of the Missouri Income Tax Return and
their Tax Cradit Application for their Neighborhood
Assistance Credit. Xansas Community Service Program Act was
copied from the Missouri program. Please note how simple
Mimsouri kept it!

Department of Ravenue's lack of cooperation with the
Department of Commerce and Housing has caused a standstill
for wmany fund raising efforts. Potential donors and their
accountants get information based on what we had at the time
of our acceptance. Now the information raceived from the
Department of Revenue is different. This differenca is

causing credibility problems for the charities.

WE ARE SPENDING MORE TIME FIGHTIRG WITH THE DEPARTMNENT OF
REVENUE RATHER THAN SOLICITING DONATIONS.

Proponed Action: Add wording to Senate Bill 203 that the
interpretation of the Department of Commerce and Housing is=
the correct interpretation.
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GIVING Kiirs RUI0TS TO GROW ANLD WINGS T FLY

PTESTIMONY PRESENTED TO THE HOUSE TAXATION COMMITTEE
RE: Senate Bill no. 203
March 10, 1995

Thank you so much for the opportunity to commend you for
the pivotally important Kansas Community Services Act
which provides real Dbottom 1line incentives to
corporations and individuals for donations to not-for-
profits.

In Missouri, the Neighborhood Assistance Program (NAP)
has brought thousands of dollars into non-profits over
the years since it was created. When you decided to
enact similar 1legislation in Kansas, it was a
confirmation of your serious intent to provide
alternative funding incentives to replace the cuts
required in public funding.

NAP and the Kansas Community Services Act both work
because they are simple and provide real benefits to
SRR 1 corporations, individuals and service providers. A
gRargnsciiiiil bottom line tax credit equal to 50% of the donation to

3% an urban agency program for corporations and individuals
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pissditiiid filing any of the Kansas business schedules (i.e.,

LT

Jdﬁy sedasree  Schedule C), means they have a better reason to give and
.‘§g§ LR to give more, and we have an opportunity to enlist long-
term support.

If, however, the Kansas Community Service Act is
interpreted in a way which requires income formulas,
multi-year deduction provisions, or less than the
original benefit, it may serve as a disincentive for
corporations and individuals and may cost a number of
new and increased donations to qualified Kansas service
agencies.

We commend your work to maintain the simplicity and
intent of this legislation. It is good to know that you
understand the need to enlist greater private support as
we adjust to fewer public dollars; just as we all are
working to build safer, stronger, more productive
communities.

House Taxation
P.O. Box 67145 4 3111 Strong Avanus, Kansas Clty, KS 66106 s (313) 8 3_1 095

AYS Jn a Linitad Way Agancy, partisily funded by the Kansas State Department . Attachment 8-1
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Pleagse accept our thanks on behalf of our funders, partners,
friends, wvolunteers, and especially on behalf of the Kansas
families and children we serve.

Submitted by: A. Donald Wise, Executive Director
Associated Youth Services, Inc.
1620 S. 37th Street P.0O. BOX 61458
Kansas City, Kansas 66106
{913) 831-2820)



