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MINUTES OF THE SENATE COMMITTEE ON ASSESSMENT AND TAXATION.

The meeting was called to order by Chairperson Audrey Langworthy at 11:00 a.m. on March 14, 1995 in

Room 519--S of the Capitol.

Members present: Senator Langworthy, Senator Corbin, Senator Martin,
Senator Bond, Senator Clark, Senator Feleciano, Jr.,
Senator Hardenburger, Senator Lee, Senator Ranson,
Senator Sallee and Senator Wisdom.

Committee staff present: Tom Severn, Legislative Research Department
Chris Courtwright, Legislative Research Department
Don Hayward, Revisor of Statutes
Elizabeth Carlson, Secretary to the Committee

Conferees appearing before the committee: Senator Jerry Moran
Don Lilya, Plant Manager, Goodyear
Richard Kurtz, KLLA, President, Viking Motel, Lindsborg
John McDonough, Citizens for Education Freedom

Others attending: See attached list

SB_240--FINANCING OF SCHOOL DISTRICT; PROPERTY TAX REPLACED WITH
STATE SALES TAX

Senator Jerry Moran introduced his bill SB_240 _ to the Committee. He said there are some significant issues
in this legislation and it may impact different areas of the state differently. This is not a bill to reduce taxes. It
is an attempt to reduce the role that ad valorem taxes play in financing K-12 education in the state. Under the
current school financing, K-12 education is financed by general state aid from the general fund and local
effort which is a state imposed 35 mill levy. The state general aid funds about $1.3  billion or 70% of the
school finance plan while local effort funds about 30%. In SB 240 as amended by the Senate Education
Committee, the 35 mills would be reduced over the next 3 years, during the next school year to 25 mills and in
the next school year to 10 mills. There is no provision in this bill to reduce the mill levy to zero. The
legislation reducing the mill levy to zero would be enacted during the 1997-1998 school year. There is an
attempt to replace the revenue lost by raising the sales tax 0.6% during the first year of 1996 and then raised
1/2% during the next year. That would raise the state sales tax from 4.9% to 6%. The income tax raise would
not occur during the first year but it would increase by 9% during 1997 and in 1998 it would again increase
9% for atotal of 18%.

He passed out a handout. (Attachment 1) He explained the rate charts to the committee. This chart also
shows the total dollars raised and the total dollars reduced. It only changes the source of funding, not the
amount of funding. He said he personally has a problem with increasing corporate income taxes. His
rationale which has been developed over the past several years is that ownership of property is not indicative
of wealth, it is not an indication of an ability to pay, your personal income can go up or can go down, but your
property taxes continue to climb. Commercial property is a concern, which he thinks we all have, in regard to
surrounding states and the competitiveness with the states. He quoted from several tax reports and told of the
advantages and disadvantages of other states compared to Kansas. In theory, property taxes ought to be
appropriate sources of funding when such services benefit the property. He said we have great concerns
about equaling taxes across the state. The experts say we should have 1/3 sales, 1/3 property and 1/3 income
taxes and with the passage of SB 240 we would be closer to that goal. He said there is a great potential for a
reduction in utility rates. If we would remove the 35 mills over the 3 years for which this bill provides, there
is a possible solution to the conference committee on_SB 14 and SB_150. He said study after study shows
that property tax is hated by the citizens. He spoke again of studies which show that property tax is the least
desirable. He said he has tried to determine how this would impact individuals. He said he has some
concerns about the bill. Property taxes are deductible on the income tax. He said only 36% of the Kansas
taxpayers itemize and it would impact them in various ways. He was concerned about local units of
government and would not like to see them increase the taxes. The most critical concern is the competitiveness
of the Kansas tax rates with border states. He said we have an obligation to provide equal education across
the state and this bill would change the manner of financing education.

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.
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The county by county breakdown was prepared by staff. (Attachment 2) He said sales tax is not always paid
by those people living in that county. Dollars are generated by people who come to the community to shop.
Some counties are net losers in this factor. He also spoke of people living in one county and owning property
in another county and this chart does not take into consideration any tax break they might receive. He
reviewed the chart for the committee.

He said he had no desire to do anything but what is for the betterment of the state. He said Michigan started
down this path and he has talked to people in the Michigan Governor’s office about it. At the beginning there
was general distrust by the affluent areas but today it is well received and supported by them.

Senator Bond said he shares his concern about the 35 mills. He said it going to do nothing but get worse. It
is an awful way to fund school finance; but he said getting out of this dilemma is equally as difficult. He
asked about the change in mill levy over the past years and Senator Moran said the average mill levy in 1991
was 125 mills and the average mill levy in 1994 was 118, a mere drop. He also said the average mill levy in
the counties in his district all have raised since 1991. Senator Bond also asked if the 35 mills are taken off and
the sales and income taxes are increased, is there any reason to believe that the property taxes will not continue
to go back up? Senator Moran said it is a multimillion dollar question. Senator Bond said he also worries
about the competitiveness of Kansas with Missouri when the sales tax is higher now than Missouri and what
will happen when it goes up 1.1%. Senator Moran said he thought it is a more critical issue what would be
done with the corporate income tax. However, something needs to be done that is effective.

Senator Martin asked if Senator Moran has looked at any state bordering on Kansas and what the sales tax
raise might be in terms of loss because of it going up. Senator Moran said No. Senator Martin also asked if
the Department of Revenue would be able to break out these various rates of income tax portion which shows
the number of tax payers in each unit, what that group would be and what additional amount they would be
able to pay? The Department of Revenue said they thought they could get that information. Senator Martin
then asked is there any analysis that has been done by the Department or Staff that shows the various revenues
that are going to be collected, where those are collected from and then when they are redistributed, where the
revenues go? Senator Moran said he did not know of any analysis.

Senator Lee said she thinks this is a very interesting concept and she thinks it deserves study. She said the
mill levy has not been a problem in her district. She asked if IRBs’ and property tax abatements have been
taken into consideration?

Senator Moran said in Sedgwick County or Finney County the reason they show a smaller reduction in
property taxes than they would otherwise show 1s because of the abatements.

Senator Langworthy said the problem has come about because of the statewide mill levy for school finance.
Appraisal issues were not an issue before we had this statewide mill levy. Have you considered any other
way to handle this? That’s why I think it is an issue that needs broad study. People who never believed in tax
lids believe they are very important now because we have a statewide property tax. The whole issue that you
are bringing to us to make a change is a result of the change made several years ago. I would ask that you
consider repealing the 35 mills statewide and come with a different system, a minimum mill levy or something
that can be set and avoid this conyoluted plan that creates new problems that need to be solved.

Senator Moran said he thinks there are alternatives to be considered. The Michigan plan, for example, does
not actually reduce the entire mill levy, he think it is set at 10 mills; there are different ways to approach this.
You can increase or decrease this to make it work. This issue arises because of the passage of the classification
amendment plus reappraisal and the passage of the 1992 school finance plan. These two issues present us
with this dilemma.

Don Lilya, Plant Manager, Goodyear, said he would like to re-emphasize the fact that high taxes on business
and industry are a detriment to the growth of Kansas in the future. (Attachment 3) The Goodyear-Topeka
plant completed a $34 million investment and increased workers by about 200. Because of the expansion in
Kansas, Goodyear was penalized by a $1 million increase in property taxes when the new equipment was
capitalized. He said it costs Goodyear $9 million to conduct business at the Topeka plant. He said there are 8
Goodyear plants in the nation and what the other 7 pay in taxes almost equals what the Topeka plant pays. At
the Danville Goodyear plant, which is comparable in size to Topeka, the taxes are $394,000--Topeka pays
$2.40 million.

Richard Kurtz, Kansas Lodging Association, said he was here to speak on the behalf of his association.
(Attachment 4 He said he has taken a straw poll of their members regarding this issue. Some of the property
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taxes will be offset on a breakeven basis with a sales tax. His association is strongly in favor of the move to
the sales tax structure because their industry is capital intensive and the industry fluctuates greatly in terms of
the revenue derived from each property. The property tax structure as it exists now is a fixed expense. If
your revenue is down, the property tax becomes extremely hard to bear. On a sales tax basis it is the same,
but it is spread over time when the revenue is generated. He said they are thankful that someone is
considering this issue because the taxes on property have become an extreme burden.

Marvin Smith, representing himself and his county, spoke of the new valuations which have just gone out
from Shawnee County. (AttachmentS) He said his residential valuation has gone up 27% and his
agricultural rural has increased 36%. One of his neighbors indicates his valuation increased $60,000 on his
farmstead. He said we all know this will increase taxes at least 35 mills for schools, plus 1 1/2 mills for state
buildings and the 4 mills of USD’s capital outlay. Older people on a fixed income face a great burden when
they own property. He urged the committee to give favorable consideration for SB 240.

Opponent

John McDonough, representing Citizens for Educational Freedom, said he opposes SB 240 because it is
unconstitutional. (Attachment 6) It would discriminately fund only public school students and not private
school children. He suggested that school districts charge families using the public schools. He also
suggested the discontinuation of subsidies to those who can pay their own bills.

The hearing was continued until tomorrow, March 15, 1995.

The meeting adjourned at 12:10 p.m.

The next meeting is scheduled for Wednesday, March 15, 1995.
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4.13%
0

3.50%
18%

3.82%

3.50%
9%

1¢ Sales, Property Income Tax Sales Tax Leyv lncome Tax
FY jUse Incr. Tax @ 35m Base Policy Policy Policy
1996, $285.0 $578.7 $1,621.7 0.6% 10 0.00%
1997 296.6 664.4 1,710.9 1.1% 25 9.00%
1998 308.6 681.9 1,805.0 1.1% 35 18.00%
1999 3211 699.9 1,904.3 X 1.1% 35 18.00%
2000 33241 718.4 2,009.0, 11% 35 18.00%
Sales Tax Property Income Tax FY Cumulative
FY | Dollars Dollars Dollars |over/Under over/under
1996 | $171.0 $165.3 S0.0 §5.7 $5.7
1997 326.2 474.6 154.0 5.6 11.3
1998 3394 681.9 324.9 (17.6) (6.3)
1999 353.2 699.9 342.8 (3.9) (10.2)
2000 367.5 718.4 361.6 10.8 0.6
RATE TABLES
married Single
30,000 60,000 60,000 0 20,000 30,000 30,000
7.38% 7.61% 7.61% 5.19% 8.85% 9.15% 9.15%
1239 34515 34515 0 10384 19234 19234
6.25% 6.45% 6.45% 4.40% 7.50% 7.75% 7.75%
RATE TABLES
married Single
30,000 60,000 60,000 0 20,000 30,000 30,000
6.81% 7.03% 7.03% 4.80% 8.18% 8.45% 8.45%
11445 3188.25 3188.25 0 959.2 1776.7 1776.7
6.25% 6.45% 6.45% 4.40% 7.50% 7.75% 7.75%
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County 1.1¢ 18% of  18% of Corporat Total 1993 Molor 35 Mills on

Population  Sales & Use  EstCY 83 Inc & Priv Taxes New 1994 Levy Vehicle Tax Nel by Ulility Property 35 Mills
County July 1,1992 Tax Increase Liability  (by personalinc Taxes @ 35 Mills @35 Milis Co Per Capila on Utilities
Alien 14,638 $1,164,298 $591,223 $198,891 $1,954,412 $1,931,040 $380,628 $357,255 $561,367 $414,347
Anderson 7.803 435,673 325,591 113,509 874,772 1,407,371 213,969 746,568 299,245 413,902
Atchison 16,932 1,175,173 836,525 250,121 2,261,819 2,163,890 394,698 296,769 649,342 341,542
Barber 5,874 384,517 268,844 95,428 748,789 1,794,559 189,929 1,235,700 225,268 360,126
Barton 29,382 3,897,489 1,602,771 501,246 6,001,506 4,720,648 886,333 (394,525 1,126,799 392,702
Bourbon 14,966 1,177,094 665,277 227,017 2,059,388 1,794,193 356,341 91,146 573,945 977,079
Brown 11,128 720,124 440,392 163,734 1,324,250 1,832,921 268,122 776,793 426,758 321317
Butler 50,737 3,895878 3,707,145 905,056 8,508,079 8,396,490 1,605,407 1,493,818 1,945,762 1,500,051
Chase 3.021 109,368 114,306 48,216 271,890 804,875 84,963 617,948 115,855 683,827
Chautauqua 4,407 159,387 130,836 59,266 349,489 732,628 119,067 502,206 169,008 19,139,591
Cherokee 21,374 931,924 816,071 292,310 2,040,305 3,015,940 547,980 1,623,616 819,692 162,727
Cheyenne 3.243 210,880 156,759 54,243 421,892 960,493 117,361 655,962 124,369 456,347
Clark 2,418 109,063 128,199 46,207 283,469 1,084,924 85,524 886,979 92,730 248,372
Clay 9,158 630,201 405,300 143,644 1,179,145 1,466,447 237,807 525,110 351,209 603,704
Cloud 11,023 1,017,068 470,141 160,720 1,647,929 1,605,932 270,568 228,571 422,732 212,420
Coffey 8,404 564,622 479,739 140,630 1,184,991 20,433,423 316,960 19,565,391 322,293 766,142
Comanche 2,313 117,570 111,445 45,203 274,217 913,760 84,313 723,856 88,703 272,099
Cowley 36,915 3,028,453 1,989,884 569,552 5,587,890 5,244,827 938,000 594,937 1,415,689 360,714
Crawford 35,582 3,555,206 1,727,635 570,557 5,853,399 4,223.272 934,085 (696,043 1,364,568 189,750
Decatur 4,021 214,074 174,932 78,351 467,357 902,803 115,541 550,987 154,205 142,734
Dickinson 18,958 1,413,778 960,700 282,265 2,656,743 2,999,353 508,936 851,545 727,039 123,272
Doniphan 8,134 390,051 323,110 126,567 839,728 1,279,909 192,683 632,864 311,939 1,972,101
Douglas 81,798 9,618,390 5,604,733 1,224,487 16,347,610 15,052,545  2,225356 930,291 3,136,950 717.457
Edwards 3,787 156,541 206,087 71.320 433,947 1,228,048 124,525 918,625 145,231 287,680
Elk 3327 112,882 116,311 48,216 277,410 658,352 86,609 467,551 127,590 148,114
Eflis 26,076 3,908,625 1,583,749 425,909 5,918,283 4,630,449 794,633 (493,201 1,000,014 734,567
Elisworth 6,586 385,143 306,509 97,437 789,088 1,979,646 181,311 1,371,668 252,573 402,496
Finney 33,070 4,654,728 2,042,827 539,417 7,236,972 10,984,678 972,338 4,720,044 1,268,233 1,737,661
Ford 27.463 3.834,500 1,566,281 469,102 5,869,882 5,262,005 741,097 133,219 1,053,205 965,769
Frankiin 21,994 1,839,947 1,131,112 337,512 3,308,571 3,194,237 581,758 467,423 843,469 739,379
Geary 30,648 2,453,325 867,516 380,706 3,701,548 3,197,901 493,843 (9.804 1,175,350 449,055
Gove 32 266,914 169,815 63,284 500,012 1,036,719 111,854 648,561 123,909 914,519
Graham 3,543 272,143 146,959 52,234 471,336 1,029,434 102,028 660,126 135,874 165,060
Grant 7,159 997,894 526,173 134,603 1,658,670 11,396,486 308,109 10,045,925 274,547 260,610
Gray 5,396 292,687 367,263 95,428 755,378 1,528,968 194,371 967,961 206,936 517,821
Greeley 1.774 99,2386 109,591 53,239 262,066 974,535 63,359 775,827 68,033 221,811
Greenwood 7.847 429,861 327,176 119,536 876,573 1,588,281 197,051 908,760 300,932 122,151
Hamilton 2,388 142,038 141,298 65,293 348,629 1,714,524 85,336 1,451,232 91,580 262,421
Harper 7.126 548,253 350,895 116,522 1,015,670 1,613,440 218,352 816,122 273,282 627,262
Harvey 31.028 2,631,955 1,953,644 502,251 5,087,850 4,638,090 819,287 369,526 1,189,923 126,668
Haskell 3,886 172,587 330,983 76,342 579,912 4,755,211 166,848 4,342,148 149,028 363,433
Hodgeman 2177 88,468 99,852 33,149 221,468 762,894 77,882 619,308 83,488 203,866
Jackson 11,625 724,257 577544 177,797 1,479,597 1,604,293 297,150 421,846 441,983 306,461
Jefferson 15,960 535,146 998,849 254,139 1,788,134 2,433,813 499,230 1,144,909 612,065 406,443
Jewell 4,251 144,913 168,354 57,257 370,523 916,986 118,515 664,978 163,026 5,351,566
Johnson 355,021 62,282,858 55,791,334 9,929,497 128,003,689 101,994,160 17,128,517 (8,881,012 13,615,041 137.188
Kearny 4,027 121,372 258,281 79,356 459,009 7,947,460 158,280 7,646,731 154,435 602,386
Kingman 8,292 458,293 461,873 128,576 1,048,743 2,408,698 270,147 1,630,102 317,998 532,305
Kiowa 3.660 253,787 196,064 66,297 516,148 1,787,691 133,446 1,404,989 140,361 609,830
Labette 23,693 1,808,217 1,088,146 366,643 3,263,007 2,566,764 547,722 (148,520 908,626 658,989
Lane 2375 129,777 191,680 49,221 370,678 766,791 89,689 485,802 91,081 941,757
Leavenworth 64,393 3,913,045 3,007,146 986,420 7,906,611 7,466,478 1,496,593 1,056,460 2,469,469 141,746
Lincoln 3,653 173,337 146,770 65,248 375,354 808,413 97,795 530,854 140,092 99,435
Linn 8,254 295,759 371,355 115,518 782,632 5,112,403 259778 4,589,549 316,541 4,020,469
Logan 3,081 314,801 164,412 51,230 530,442 888,476 102,477 460,510 118,156 208,122
Lyon 34,732 3,681,032 1,830,844 545,444 6,057,321 4,769,853 837,404 (450,063 1,331,971 738,163
Marion 12,896 741,224 593,375 178,801 1,513,400 2,139,561 355,822 981,963 494,561 1,107,248
Marshall 11,705 925,160 573,466 187,842 1,686,468 2,004,958 316,115 634,605 448,886 301.295
McPherson 27,268 2,819,706 1,893,718 473,120 5,186,545 5,853,960 835,984 1,503,400 1,045,727 117,413
Meade 4,247 206,959 238,605 83,374 528,938 2471727 155,576 2,098,365 162,872 380,456
Miami 23,466 1,541,370 1,607,607 359,612 3,408,589 4,414,456 734,370 1,740,237 899,920 1,144,971
Mitchelt 7.203 716,732 389,429 109,491 1,215,653 1,221,852 211,791 217,991 276,235 388,338
Montgomery 38,816 3,524,903 1,794,592 592,656 5,912,151 5,027,870 899,514 15,233 1,488,592 1,172,456
Morris 6,198 423,306 270,062 83,374 776,741 1,237,489 183,883 644,631 237,693 910,713
Morton 3,480 255,967 278,642 62,279 596,888 5,081,418 139,280 4,623,820 133,458 655,961
Nemaha 10,446 760,021 518,290 189,851 1,468,162 1,912,322 312,168 756,327 400,604 265,352
Neosho 17,035 1,750,059 777,695 273,224 2,800,978 2,022,113 445,445 (333,421 653,292 269,215
Ness 4,033 341,458 208,151 77,347 626,955 1,353,817 139,080 865,942 154,665 210,385
Norton 5947 483,715 299,272 94,423 877.410 957,729 156,517 236,836 228,067 196,905
Osage 15,248 750,090 804,896 232,040 1,787,026 2,183,258 462,224 858,455 584,760 136,433
Osborne 4,867 362,045 194,273 77,347 633,664 881,974 141,945 390,255 186,649 436,445
Ottawa 5,634 194,427 276,497 77,347 548,270 1,183,144 162,644 797,518 216,064 325,734
Pawnee 7.555 495,147 432,543 136,612 1,064,302 1,624,172 231,560 791,429 289,734 211,506
Phillips 6.590 477,301 321,871 109,491 908,663 1,278,706 180,880 550,923 252,726 342,555
Pottawatomie 16,128 2,534,217 855,134 243,089 3,632,441 10,360,731 630,495 7,258,785 618,508 741,023
Pratt 9,702 1,215,792 637,546 170,765 2,024,103 2,576,073 316,969 868,939 372,071 8,366,193
Rawlins 3.404 163.853 154,079 53,239 371171 931,180 97.874 657,894 130,543 188,342
Reno 62,389 7,512,836 3,611,909 1,043,677 12,168,422 10,442,976 1,696,823 (28,623 2,392,616 530,449
Republic 6,482 383,674 291,068 94,423 769,165 1,232,744 191,208 654,787 248,584 263,892
Rice 10,610 597,365 512,586 168,756 1,278,708 2,477,845 303,902 1,503,039 406,893 1,799,940
Ritey 67,139 4,725,176 2,668,721 912,087 8,305,984 6,431,080 1,117,425 (757,479 2,574,778 993,228
Rooks 6,039 448,420 261,161 84,378 791,959 1,347,890 188,361 744,292 231,595 279,562
Rush 3,842 158,872 170,155 62,279 391,306 1,088,060 111,359 808,113 147,341 205,940
Russell 7.835 641,934 380,123 136,612 1,158,669 1,823,692 263,431 928,454 300,472 336,559
Saline 49,301 7986674 3,804,583 939,209 12,730,465 8,749,115 1,541,406 (2,439,944 1,890,691 925,620
Scott 5,289 599,866 357,648 115,518 1,073,031 1,544,749 202,864 674,682 202,833 424,250
Sedgwick 403,662 62,216.239 35,670,888 8,119,385 106,006,512 71,967,479 12,555,853 (21,483,180 15,480,421 3,308,323
Seward 18,743 3,612,525 1,113,602 334,499 5,060,626 6,425,112 580,945 1,945,431 718,793 592,794
Shawnee 160,976 22,787,755 12,873,414 3,180,252 38,841,420 27,733,141 4625562 (6,482,717 6,173,423 124,450
Sheridan 3,043 191,154 184,697 52,234 428,086 942,435 105,305 619,654 116,699 6,307,560
Sherman 6.926 742,353 411,270 112,504 1,266,127 1,562,870 218,538 515,281 265,612 185,151
Smith 5,078 346,971 217.488 77,347 641,805 997,270 142,209 497,673 194,741 180,153
Stafford 5,365 170,447 242,847 97,437 510,730 1,711,132 164,116 1,364,517 205,748 795,534
Stanton 2,333 122,788 188,000 59,266 370,054 3,472,381 108,732 3,211,060 89,470 395,735
Stevens 5,048 388,132 394,836 112,504 895,472 11,950,598 231,087 11,286,213 193,591 892,193
Sumner 25,841 1,297,475 1,412,402 430,931 3,140,808 3,829,835 687,580 1,376,608 991,001 169,811
Thomas 8,258 1,238,922 444,568 141,635 1,825,124 2,102,030 264,620 541,525 316,694 373,558
Trego 3.694 289,126 142,446 57,257 488,829 962,961 112,411 586,543 141,665 198,184
Wabaunsee 6,603 178,928 327,803 95,428 602,159 1,240,344 200,754 838,939 253,225 106,292
Wallace 1.821 92,801 99,878 29,131 221,809 712,060 66,111 556,362 69,835 295,431
Washington 7.073 293,632 253,116 98,441 645,089 1,634,831 178,467 1,068,210 271,249 212,679
Wichila 2,758 200,687 221,364 54,243 476,294 849,765 91,772 465,243 105,769 437,551
Wilson 10,289 466,604 422,508 149,671 1,038,783 1,496,640 257,596 715,453 394,583 111,649
Woodson 4,116 188,507 131,813 57,257 377577 850,370 108,689 581,482 157,848 325.881
Wyandotte 162,026 12,634,545 7,162,660 2,357,565 22,154,770 20,957,100 3,275,774 2,078,105 6,213,691 1,636,179
Pevwol, Cuaaoss + l(CE/K
2-19Y-95
Kansas Legislative Research Department 03/13/95
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ear Tire & Rubber (o

P. 0. BOX 1069
TOPEKA. KANSAS 66601

PHONE (913) 295-7111
FAX  (913) 295-7134

TESTIMONY BEFORE THE SENATE ASSESSMENT & TAX COMMITTEE
SENATE BILL 240 MARCH 14,1995

BY DONAID E. LILYA PILANT MANAGER GOODYEAR-TOPEKA PLANT

TODAY I WOULD LIKE TO RE-EMPHASIZE THE FACT THAT HIGH
TAXES ON BUSINESS AND INDUSTRY ARE A DETRIMENT TO THE
GROWTH OF KANSAS IN THE FUTURE. THE BURDEN OF PROPERTY
TAXES IS A NEGATIVE FACTOR THAT WILL KEEP ANY MAJOR
INDUSTRY FROM CCMING TO OUR STATE. I HAVE ALWAYS
PREDICTED THERE WILL NEVER BE ANOTHER GENERAL MOTORS,
BOEING OR GOODYEAR LOCATE IN KANSAS BECAUSE OF THE
NEGATIVE TAX STRUCTURE.

THE GOODYEAR-TOPEKA PLANT RECENTLY COMPLETED A $34.0
MILLION INVESTMENT TO INCREASE RADIAL TRUCK TIRE
PRODUCTION. THIS ALLOWED US TO INCREASE EMPLOYMENT BY
NEARLY 200 WORKERS, ALL EARNING A HIGH LEVEL OF WAGES.
BECAUSE GOODYEAR EXPANDED IN KANSAS, WE WERE PENALIZED
BY A $1.0 MILLION INCREASE IN PROPERTY TAXES WHEN THE
NEW EQUIPMENT WAS CAPITALIZED. IS THIS HOW THE STATE OF
KANSAS ENCOURAGES CURRENT INDUSTRY TO INVEST IN OUR

Lol M-%Xovf
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FUTURE? DO YOU THINK WE ARE ATTRACTIVE TO ANY BUSINESS
OR INDUSTRY LOOKING TO EXPAND OR RE-LOCATE?

WHEN YOU TOTAL PERSONAL PROPERTY, REAL ESTATE, CORPORATE
INCOME TAX, WORKERS COMP, UNEMPLOYMENT TAX, TAX ON
UTILITIES, FEES, ETC., IT COSTS GOODYEAR $9.0 MILLION TO
CONDUCT BUSINESS AT THE TOPEKA PLANT IN THE STATE OF
KANSAS. IN RECENT YEARS AT THE CORPORATE COFFICE IN
AKRON, OHIO, I HAVE HEARD THE QUESTION BEING ASKED, "WHY
ARE WE DOING BUSINESS IN KANSAS?" THAT, HONORABLE
ILEGISLATORS, SHOULD BE A WAKE UP CALL TO ALL OF US TO
GET SERIOUS ABOUT CHANGING THE TAXING STRUCTURES AND
RELIEVE THE COST IMPACT IT IS CAUSING.

THE TOPEKA PLANT, LIKE ALL OF GOODYEAR’S MANUFACTURING
FACILITIES, IS A COST CENTER. THAT MEANS OUR
RESPONSIBILITY IS TO MAKE THE BEST QUALITY PRODUCT AT A
COMPETITIVE COST. THE NEGATIVE COSTS OF ANY PLANT ARE
TAKEN INTO CONSIDERATION WHEN CAPITAL DOLLARS FOR
EXPANSION AND GROWTH ARE BEING ALLOCATED. LOCAL
GOODYEAR MANAGEMENT AND THE LOCAL URW 307 MEMBERS AT THE
TOPEKA PLANT WANT TO BE CONSIDERED FOR EXPANSION IN THE
FUTURE. WE HAVE WORKED TOGETHER DILIGENTLY TO REDUCE
FACTORY COST, AND WE HAVE REACHED THE POINT THAT IT IS
MOST DIFFICULT TO OFF-SET THE EVER INCREASING TAX BURDEN
OF PROPERTY TAXES.
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I HAVE ALWAYS SUGGESTED THAT AN INCREASE IN CONSUMPTION
TAX, OR SALES TAX, SHOULD BE UTILIZED IN KANSAS TO
REDUCE, OR BETTER YET, DO AWAY WITH PROPERTY TAX, WHICH
IN REALITY, IS A PENALTY TAX ON OUR STANDARD OF LIVING.
UNTIL IT IS CHANGED, THE STATE OF KANSAS WILL CONTINUE
TO HAVE AN EROSION OF ITS INDUSTRIAL BASE. SOMEBODY HAS
TO PRODUCE A PRODUCT TO GENERATE THE FIRST PAYROLL,
WHICH IN TURN SUPPORTS OTHER BUSINESSES AND SERVICES.

I URGF THIS COMMITTEE TO THOROUGHLY ANALYZE THE PROPERTY
TAX LIABILITY IT PLACES ON INDUSTRY AND CONSIDER
REPLACING IT WITH SALES TAX OR OTHER REVENUE SOURCES.

THANK YOU FOR ALLOWING ME TO ADDRESS THIS IMPORTANT
ISSUE.



KANSAS
f\. LLODGIN
ASSOCIATIO

Date: March 14, 1995
To: Senate Committee on Assessment & Taxation

From: Richard Kurtz, President
Kansas Lodging Association

RE: Comments in Support of SB 240 (reducing the mil levy devoted to schools)

The Kansas Lodging Association (KLA) supports the reducing of the property tax mil
levy devoted to funding public schools and replacing it with an increase in the sales tax
Tate.

The lodging industry is a seasonal industry. During the summer months when children
are not attending schools, occupancy rates and income generated at hotels and motels is
substantially higher than during the winter months. The property tax owed by Kansas
hotels and motels is a fixed amount. Hotel and motel properties must pay the same
amount of tax each quarter regardless of the income produced by the property. This
sometimes makes it difficult for hotel owner/operators to scrape together the property tax
money owed the government.

The sales tax, on the other hand, is as cyclical tax. The amount of tax owed the
government is directly proportional to the amount of revenue generated by the hotel.

This means that hotels and motels would be required to remit larger amounts of tax in the
busy summer season than the winter season. This would be acceptable, however,
because the hotels would have generated more revenue!

SB 240 does NOT represent a tax shift from business to the individual taxpayer. The
property tax is a cost of doing business and, as such, individuals pay the tax in the cost of
their hotel room. SB 240 will allow hotel operators a variety of options in managing
their business such as reducing room rates to more readily compete for business, make
any of a variety of capital improvements to their facilities, increase staff to better serve
their guests, increase wages to employees, etc. Many of these options will result in an
increase in capital distributed in the community which will multiply the tax revenue
generated by the higher sales tax rate!

On behalf of the Kansas Lodging Association, I-urge your support of SB 240!
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John McDonough 8530 Bradshaw, Lenexa, Kansas 66215 (913) 888 4455
Representing The National Organization “ Citizens For Educational Freedom.”

Presentation To Public Hearing Held At The State Capital By The Assessment And
Taxation Committee Of The Kansas State Senate Testimony Opposes Proposal To
Finance Schoal Districts With State Sales Taxes Instead Of Property Taxes. Mar. 14, 1995.

Committee Chair, members, I'm here to oppose Senate Bill Number 240 because it is
unconstitutional - unconstitutional because it would discriminatorially fund only public
schodl students, and not private schodl children too - unconstitutional because the Kansas
Bill Of Rights requires equal treatment & religious liberty ! for all -- unconstitutional
because Artide 6 requires ALL educational interests of the state be treated suitably,
financially. Why not start treating private schod children constitutionally in this
committee -- there being norational legal excuse not to?
I have for you a constitutional alternative. It can also answer the search for a way to free
up state money to replace local government revenue reduced by larger tax cuts currently
sought in the House:
¢ Havetheschod districts expand the charging of fees
tofamilies using public schodls. Authorized @ 6, 6, (b)
¢ Even tuition is authorized for pupils “...not required

by law to attend such (public) schod “ Also @ 6, 6, (b);

and see “Pierce” on page £ of this presentation paper.
After all, parents of public schod students probably fed some guilt at the some $75,000
free ecucation cost, borne by the taxpayers, for each of their children - $6,000 a year K-
12. Here is their oppartunity to level the playing field a bit. With some 432 thousand
public school students paying about $100 each, there would be about $40 million raised -
more than enough to replace the local government revenue reduced by larger tax cuts
currently sought in the House.
And, [ suggest creation at the Kansas state level an equivalent of the senators Danforth
and Kerrey “Commission On Entitlements And Tax Reform “ - to discontinue subsidies
to those who can pay their own bills - and who don’t need schodl welfare & entitlements
from the taxpayers. & so as to get a handle on the public school monopoly that wants us to
keep-on-coughing-up ever more of the family budget so they can maintain and keep on
increasing their Santa Clause giveaways - and want you legislators to keep on being their
Santa Clause helpers.

! RELIGIOUS LIBERTY: QUOTING FROM THE KANSAS BILL OF RIGHTS, “... THE DICTATES OF CONSCIENCE
SHALL NEVER BE INFRINGED .. NOR SHALL ANY CONTROL OF OR INTERFERENCE WITH THE RIGHTS OF
CONSCIENCE BE PERMITTED...” WHILE RIGHTS OF CONSCIENCE MUST NOT BE INFRINGED OR INTERFERED-
WITH, FAMILIES ARE BEING TREATED WITH SUBSTANTIAL INFRINGEMENT AND INTERFERENCE -
ACCOMPLISHED THROUGH ZERO EDUCATION FUNDING WHILE OTHER STUDENTS BENEFIT BY AS MUCH
AS $10,000 EACH, IN FREE BENEFITS, ANNUALLY. AND ALL PUBLIC SCHOOL STUDENTS ARE COUNTED TO
RECEIVE AT LEAST $3,600 EACH ANNUALLY, WHEREAS PRIVATE SCHOOL CHILDREN ARE SKIPPED IN THE
BENEFITS COUNTS AND DISTRIBUTIONS. Dovcbeo Qraces <
3-19-9¢
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COST COMTRINMENT FOR SOARING
PUBLIC SCHOOL SPEMDING GROWTH

"Free Public Education® (1) Costs Taxpayers Too Much
We're in a mess ! School taxes are eating us alive !
Over $3,200 for the average househoid, yeariy.
$176,000 before a taxpaying coupie passes—-on.
e need "CHANGE" in Kansas, as well as nationally.

Layoffs & cuts in programs needn't happen if tates
are not increased. Private money can be raised, &
we can make economical use of our private s=ctor,
instead, by helping kids transfer to the less costly
private/parochial schools.

1st Suggestion: For Schoois’ Self-Financing.
APPLY CHRRGES/FEES FOR "PERKS™ (Continued FREE

NOI) PRODIDED FREE TD STUDENTS: to those in need)
Goal: Except for basic education's ( the 3 R's ) directly related
costs, schools to seif-finance where possibie (instead of
constantly socking-it to the taupayers for more & more.)
Fees to cover construction & operation cost recovery:
e Footbail Baseball, Swimming, etc: Fees to recover costs.
- e Stadiums, Community Use Charges, Event tickets: @ cost.
e Food service, Field trips, irt supplies, Music lessons:@ cost
w o Greenhouses, Photo labs, Wood working, Library, Kitchens,
Sewing machines, Language labs, Medical care: Users' Fees
e Specialized classes, Tedtbooks (non 3 R studies): Charges
And the many other such perks arranged for at taxpayers expense.

2nd Suggestion: For Schools' Self-financing.
SEFK PRIDRTE MONEY CONTRIBUTIONS FROM:

¢ Foundations o Fund Drives e Collections e Bake Sales
e Endowments e Wills e Business e Professionals
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Finpneinn

ard Sugnestion: Faor Schools' Self-
Seek legislation to tax parents for benefits
received by their chiidren at public schools,
as social security beneficiaries are now taxed on
benefits received.

find correspondingly, tax the subsidies received by
public college and junior cellege students. (That's in
the arder of $8,000 per full time student per year:)

4th Suggestion: Fer Schools’ Self-Ffinancing.
Seek legisiation for $1,800 student vouchers.
If 25% of public school students transfer to private
schools, save $360 millions annuaily. People want
private schools, and 85% charge students less than
$2,000 a year -- versus more than $5,000 a year at
public schoaols.
find correspondingly, student vouchers for college
students. fAgain, so as to ecbtain massive budget
savings by utilizing the private sector.

Define "FREE PUBLIC EDUCATION" as including oniy those school
costs directly related to providing the "3 R's, & with acknowledgment
that “FREE PUBLIC EDUCATION" is an entitlement program that
unnecessarily, t:erefore wastefuily, heavily subsidizes parents who
are financially well able to pay their children’s education expenses, at
least in part, instead of eupecting all school perks free on the
taxpayers’ backs.

And acknowledging, too, that in these years of staggering government
debt, deficits and dangerous taxation levels, and not just in Washington
school costs must be "on the table® for review

no less so than social security, welfare, military, and

ather budget breaker programs.
Federal officials hate to have to tau Social Security benefits. But they

are driven to do so by their budget difficulties. Similarly, it is now a
necessity for state and local efficials dealing with their own
budget problems to put public schoois spending “on the table”
with other massive tay entitlement programs. & to make the changes.
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PUBLICATION 256

The Kansas Sizle Constitution On Higibility For Student
Educalion Anandal Assistance From State Government.

In 1965, by an offidal act of the Kansas state government, a committee of state
government offidals was formed to study and to prepare for a 1966 vote of the
pecple of Kansas — intended to change the education section of the state
constitution.  The Legislative Council produced “Publication 256, which set-up
the constitutional change wordings that the voters of Kansas approved on
November 8, 1966 -- 280,400 YES 211,027 NO.

This committee was chaired by Lt. Governor John W. Crutcher, with Speaker
Of The House Clyde Hill as Vice Chairman. 10 State Senators and 14 State
Representatives served as committee members. On page 37 of " Publication 256” is
this offidal intent/woarding: “In connection with the drafting of federal aid to
education hills in congress, it was decided that warding such as used in:

(CauseNal)  “Artide 6 (e) would not prevent the distribution of publicfunds
for students in private schodls.” 6 (e) page 36 reads:

(Clause Na2) “ Noreligious sedt or sects shall contrd any part of the public
educational funds.” The Coundil repart continues:

(CauseNa3)  “Aslong asthe funds remain under public contrd they can be
distributed to pupiis attending private schools.”

(Cause Na4) * Present constitutional interpretation (1965) is that neither the
existing constitution nor the proposed amend-ment (set for
1966 public vate) prohibits the distribution of public funds for
the benefit of pupils in private parochial schodls.”

(lause Na5) “The child, rather than the private arganiza-
tion, thusisbenefited”  Emphasis added.
This Kansas language is the language used by the
U.S Supreme Court in Mueller, Witters and Zobrest

61



SMITH
From State v. Smith, 155 Kan. 588, 596 (1942): “Section 7 o our Bill Of
Rights, and Article 6, section 2, each being a part of our constitution, must
be construed together. While under Artide 6, section 2, the legislature is

required to establish a system of schodls, in daing so it cannct vidate
section 7 of the Bill Of Rights.” Emphasis Added

PIERCE
From the 1925 U. S Supreme Court dedision (268 U.S 1070) Pierce v.
Sodety Of Sisters Of The Hdy Names Of Jesus And Mary, and Hill
Military Academy, the court deciding as fallows:

“The fundamental theory of liberty upon which all governments in this
union repose excludes any general power of the state to standardize its
children by fordng them to accept instruction fram pubiic teachers oniy.
The child is nc: *he mere creature of the state; thase who nurture him and
direct his destiny have the right coupled with the high duty, to recognize
and prepare him for additional cbligations.”

DOUCHERS ALIEADY IN KANSAS

At the present time there s already a voucher plan in existence here in Kansas.

The Kansas Tuition Grant Program.  These 6,000 to 7,000 vouchers per year,

are

need-based grants that assist students who choose Kansas private institutions -

to 51,700 per voucher, federal and state funded The costs invalved are

less

than 25% the costs at the state universities. Recipient students are enrdled at
Baker, Benedictine, Bethany, Bethel, Brown, Central, Donnelly, Friends, Hestan,
McPherson, Nazarene, Newman, Ottawa, Southwestern, St. Mary, Steriing

Tabor, and Wesi eyan.
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John McDonough 8530 Bradshaw, Lenexa Kansas 66215 (913) 888 44535
(Retired)
Letter To The Editor: September 26, 1994

In a letter to the editar recently printed in a number of publications, the writers suggest
that school vouchers would offend “ separation of church & state” and be unconstituianal.
Ng the U. S Supreme Court has ruled that schodl aid for, and to the student direcly, is
constitutional. In the case of Witters versus Washington Dep't of Services For The Bind,
1986, the court's dedsion expiained. “For example, a state may issue a paycheck tome of
its empiayess, who may then donate all o part of that paycheck toa refigious institufon,
all without constitutional barrier; and the state may do so even knowing that the
empicyee so intends to dispese of his silary. ... The question presented is whether ..
extension of aid to petitioner and the use of that aid by petitioner to suppart his religious
education is a permissite transfer simifar to the hypathetical salary donation described
above, aris an impermissible direct subsidy.”

The court in Witters approved aid for the Hind student in a religious schod, ruling that
transfer of government aid by individual * redgients to religious instituticns is
constitutional (as later in Zobrest, 1993 - @id toa desf student in a religicus schodi; and as
earfier in Mueller, 1983 - deducion of children's educational expenses statewide in
Minnescta as Icng asall students, public & private, are induded ) '

Similarly, state of Kansas Publication 256, which documents the framers’ setting up of the
constitutional changes approved by Kansans in 1966, indudes the fdlowing provisions
“As long as the funds remain under pulic contrd they @n be distributed to pupils
attending private schods. Present constitutional interpretation is that neither the edsting
cnstitution nor the proposed amendment (set for 1966 public vate) prohibiis the
distribution for the benefit o pupils in private parcchial schads ... The child rather than
the private crganization, thus is benefited” This Kansas language is the very language
used by the U. S. Supreme Courtin Mueller, Witters and Zobrest.

Alse in their recent “separation of church & state” letter, the writers suggested that whod
vauchers would drain money from, and weaken, public schods. Ng fewer dhiidren

would mean fewer costs for the public schodls; and therefore fewer tax increases needed.
And mare private schodis would challenge pulic schodls to do even better.

Putdication 236 references endosed. f'{« MM
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