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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 February 4, 1997 in Room 519-S

of the Capitol.

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

Conferees appearing before the committee:
Bill Anderson, Johnson County Water District #1
Tom Robben, Johnson County Water District #1
Dan Hermes, Director of Governmental Affairs
Dave Schneweis, Western Resources

Others attending: See attached list

Chair called the meeting to order.

Opened hearing on:
HB 2034 - Sales tax refund on sales of food

Proponents:
Dan Hermes, Director of Governmental Affairs (Attachment 1)

Written testimony only:
Don Snodgrass, Kansas Food Dealers Assn. (Attachment 2)

Closed hearing on HB 2034.
Chair opened for introduction of bills.

Whitney Damron, Kansas Automobile Dealers Association, requested introduction of a modified situs bill for
automobiles. (Attachment 3)

Opened hearing on:

HB 2029 - Sales .tax exemption for providing utility service by political
subdivisions.
Proponents:

Bill Anderson, Johnson County Water District #1 (Attachment 4)
Tom Robben, Johnson County Water District #1

Opponents:
Dave Schneweis, Western Resources (Attachment 5)
Requested amendment to delete language “natural gas, electricity, heat and” from Section 1 (n) line 4.

Chair closed hearing on HB 2029.
The next meeting is scheduled for February 5, 1997.

Adjournment.

Attachments - 5
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STATE OF KANSAS

BILL GRAVES, Governor
State Capitol, 2nd Floor
Topeka, Kansas 66612-1590 i-

(913) 296-3232
1-800-748-4408
FAX: (913) 296-7973

OFFICE OF THE GOVERNOR

LEGISLATIVE TESTIMONY
TO: Chairman Phill Kline and Members of the House Committee on Taxation
FROM: Dan Hermes%r of Governmental Affairs
DATE: February 4, 1997

BILL: House Bill Number 2034

Expansion of the Food Sales Tax Rebate

Chairman Kline and members of the committee, thank you for the opportunity to appear
today in support of the portion of the Governor’s tax reduction package related to expansion of
the food sales tax rebate program.

The Governor sincerely appreciates the committee’s willingness to consider all aspects of
his tax reduction package in a timely manner. As the hearings will bear out, the Governor’s
package is balanced, fair and responsible. The package addresses many of the inequities in our
current tax system as well as providing across-the-board property tax relief.

The bill in front of you today would double the refund amount for families currently
eligible for the program and expand the eligibility for household income of $13,000 to household
income of $25,000. This bill will help to reduce the regressive nature of the sales tax in Kansas.
According to the Center for Tax Justice “Sales and excise taxes are very regressive. On average,
poor families pay more than six times as high a share of their income in these consumptions
taxes as do the best off families, and middle income families pay at four times the rate of the
wealthy.” The Center contrasts this with the income tax, characterized as typically progressive
and the property tax, described as somewhat regressive.
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The following schedule details the refund amounts under current law and HB 2034

Income

$0-$5,000
$5,000-$10,000
$10,000-$15,000
$15,000-$20,000
$20,000-$25,000

Current Law HB 2034
Head of House Add’l Members Head of House =~ Add’l Members
$40 $30 $80 $60
$30 $25 $60 $50
$20 (up to 13K)  $15 (up to $13K) $40 $30
$-- $-- $30 $20
$-- $-- $20 $10

More illustrative of the impact, a single parent with two children and an income level of
$14,000 would receive no rebate based on current law. Under this proposal, the family would
receive a rebate of $100, or the sales taxes paid on $2,041 in groceries at the state rate.

In closing, Governor Graves expressed in his State of the State Address “The people we
must serve are not just those who are the loudest, or those who are the most organized, or those
who can hire voices.” Given the number of conferees on this measure compared to other
measures you have and will consider, this bill provides an opportunity to serve those Kansans
who the governor referred to in this passage. Thank you for the opportunity to testify today on
the behalf of the Governor on this bill and [ would be happy to answer any questions from the

committee or staff.
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FOOD DEALERS

OFFICERS

PRESIDENT
MIKE BRAXMEYER
Atwood

1st VICE-PRESIDENT
DUANE CROSIER
Seneca

ASST. TREASURER
JOHN CUNNINGHAM
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BOARD OF DIRECTORS

CHAIRMAN
SKIP KLEIER
Carbondale

GLEN CATLIN
Herington

TOM FLOERSCH
Fredonia
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Emporia

STAN HAYES
Manhattan

JOHN McKEEVER
Louisburg

LEONARD McKINZIE
Overland Park

GEORGANNA McCRARY
Russell

CLIFF O'BRYHIM
Overbrook

LEROY WARREN
Colby

J. R. WAYMIRE
Leavenworth

BILL WEST
Abilene

DIRECTOR OF

GOVERNMENTAL AFFAIRS

FRANCES KASTNER

2809 WEST 47TH STREET

~ KANSAS

EXECUTIVE DIRECTOR
JIM SHEEHAN
Shawnee Mission

ASSOC IA TION

February 4, 1997

HOUSE TAXATION COMMITTEE

SUPPORTING HB 2034

Thank you for the opportunity to express the
views of the Kansas Food Dealers Association. Our
membership includes retailers, distributors and
manufacturers of food products.

We have always supported legislation which uses
the credit or refund method of providing sales tax
relief. The same is true this vear.

Raising the income level and covering more
Kansans appears to be a step in the right direction
towards benefiting those who need it the most.

We respectfully request your favorable consider-
ation of HB 2034.

Frances Kastner, Director
Governmental Affairs, KFDA

Dorvod 5

Donald Snodgrass; Lobbyist
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WHITNEY B. DAMRON, P.A.
COMMERCE BANK BUILDING
100 EAST NINTH STREET — SECOND FLOOR
TOPEKA, KANSAS 66612-1213
(913) 354-1354 ¢ 232-3344 (FAX)

TO: Chairman Phill Kline
and the House Taxation Committee

FROM: Whitney Damron
RE: Bill Introduction - Modified Situs Bill for Automobiles

DATE: February 4, 1997

Chairman Kline and Members of the House Taxation Committee:

My name is Whitney Damron and I appear before you this morning on behalf
of the Kansas Automobile Dealers Association to request introduction of a modified
tax situs bill for automobile sales. Included with this cover page is a bill draft for a
compensating use tax proposal which would impose the difference in a local option
sales tax on a vehicle which is purchased out of the taxing jurisdiction other than
which it is to be domiciled.

Under our proposal, a purchaser would pay the difference (if higher) in sales
taxes levied to their county of residence if they purchase an automobile outside of
their city or county. The city or county of purchase would not lose any sales tax
revenues. However, the local city or county would receive the difference at time of
registration if their sales tax is higher that the locality where the vehicle was
purchased. If a sales tax is higher in the non-residential purchasing jurisdiction,
there would be no additional tax levied.

The Kansas Automobile Dealers Association have expressed an interest in a
full situs bill before the Kansas Legislature in years past. However, we believe the
bill draft before you is a fair compromise which protects revenues currently going to
local units of government and also levels the playing field statewide for the
purchase of automobiles.

On behalf of the Kansas Automobile Dealers Association, I respectfully ask for
introduction of this bill proposal. Thank you.

House Taxation
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WHITNEY 8:DAMRON, ©
COMMERCE BANK BUILDIt
Y00 EAST NINTH STREET - SECONL

TOPEKA, KANSAS 66612.1213
813) 3541354 * 232-3344 (FAX)

HOUSE BILL NO. |
By Committee oe Taxation
AN ACT relating to sales and compensating use taxes; conciezning
the taxation of certain sales of vehicles. |

Be it enacted bv the Legislature of the State of Xansag:

Section 1. (&) A compensating use tax for the pr:r.v:.lege
of using or storing within a city or county any vehicle which is
required to be registered under the provisions of artn.cle 1 of
chapter 8 of the Kansas Statutes Annotated, and zmendments thereto,
is hereby imposed on each such vehicle following a sale occurrmg
within the state in a city or county taxing jurisdiction di;fferent
from that in which the vehicle is required to be reg’ist‘erea under
the provisions of article 1 of chapter 8 of the ‘Kansas Statutes
annotated, and amendments thereto, in the manner set ror“h herein
by every city or county imposing a retail ers’ sales tax. The rate

of any such tax shall be fixed at the same rate of such c:.ty s or

county’s retailers’ sales tax for the city or county in which the

vel-u.cle is required to be reg:.stered ‘or the total of bothf taxing
jurisdictions if both have imposed such a tax where the veh:.cle is
ree;uired to be registered. Regist:r':ation of such vehicle within a
taxing jurisdiction shall be deemed to constitute use er ‘storage
thereof for corrrpensating tax purposes and the residence or ﬁlace of
business of the applicant for reg;stration shall be deemeid to be
the situs of such use or storege for purposes of the collecéien and
distribution thereof. Imn the event any such vehicle has ‘already

been subjected to a tax by another city or ceuntyf, taxing

jurisdiction within this state in respect to -its sale or use in an

amount less than the tax'imposed by this act, the provisions of

R

3-2



" this act shall apply, but 2t & Iarte measured Uy LUe ULLlSisucs uul
between the rate herein provided and t:pe rate by which the érevious
ta:s upon the sale or use was computed. For purposes ,Eof this
determination, the difference shall be compared and calqu:ated on |
the basis of the other tax such t:';hat the rate due shal-J; be tl'.ze.
difference between the tax imposed by a city if the veh:i:.cle was
previously subjected to such a tax imposed by a city, the ccg.aunty if

such vehicle was previously subjected to such a tax by a county

both if subjected to such a tax by both taxing jur:.sd.:.ctlons, or
_one or the other, as the case may be, such that the rema:m:.ng
compensating tax due is for the same type of taxing ju::is_diction
and the taxpayer’s total tax obl:.gat:.on in relation to the sale or
use of the vehicle eguals no more than that which would have been
incurred in the taxing jurisdiction x.;vl"zere the vehicle is regisﬁered
if the sale had occurred there, and no less than the amount imposed
at the time and place of sale. ' .

(b) Administration and enforcement of this act shall be in
the same wmanner as provided by K.S.A. 12-198 (b)), and amendments
thereto. '

(¢) Revenue received under the provisions of this act shall
be used, distributed and apportionéd in accordance with t%le same
laws, rules and regulations applic:able to the city’s or ciou.nty’s
retailers’ sales tax for the taxing.jurisdiction which impo:’sad the

tax.

Sec. 2. This act shall take effect and be in force f;rom and

after July 1, 1897.



House Bill 2029

Testimony By Water District No. 1 of Johnson County
5930 Beverly
Mission, Kansas 66202

Mr. Thomas Robben, Investment Manager 913-895-5526
Mr. Bill Anderson, Lobbyist

KSA 79-3606 (n) Consumed in production exemption: added the following wording:

, including distribution or delivery of natural gas, electricity, heat, and water
through mains, lines, or pipe by a political subdivision (and hopefully quasi-
municipal corporations )

KSA 79-3602 (n) defines political subdivisions as any municipality, agency, or subdivision
of the state which is, or shall hereafter be, authorized to levy taxes upon tangible personal
Property.........cccovvenn.. such term shall also include any public building commission,

housing, airport, port, metropolitan transit or similar authority established pursuant to law.

79-3602 (p) separately defines quasi-municipal corporation.

HB 2029 would only exempt a small number of Kansas utilities by limiting the wording to
“political subdivision” Most Rural Water Districts and Water District No. 1 would not
qualify for this exemption because they do not have the authority to levy taxes.

This exemption, if it includes quasi-municipal corporations, would benefit the majority of
water suppliers in Kansas who are authorized to hold public funds and are non-profit
entities. This exemption would result in lower water rates for most Kansas citizens.

KSA 79-3606 (n) - HB 2029 - relates to what is commonly referred to as the “consumed
in production” exemption. The distribution or delivery of a utility service should be
considered the final stage of the production process. Utility products (water, gas,
electricity) do not have any value until they are delivered to the consumer in a usable
fashion; i.g.; water sitting at the Treatment Plant is of no use to the consumer, one can not
dip a bucket in the Treatment Plant basins and then use this water for running their
appliances or irrigation system. The water must be delivered in a usable fashion
(pressurized) before it has value. The production process of water does not end until it
flows through the customer’s tap.

House Taxation
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defined by K.S.A. 8-126 and amendments thereto, or aircraft sold and
delivered in this state to a bona fide resident of another state, which motor
vehicle, semitrailer, pole trailer or aircraft is not to be registered or based
in this state and which vehicle, semitrailer, pole trailer or aircraft will not
remain in this state more than 10 days;

(1) all isolated or occasional sales of tangible personal property, serv-
ices, substances or things, except isolated or occasional sale of motor
vehicles specifically taxed under the provisions of subsection (o) of K.S.A.
-3603 and amendments thereto;

(m) all sales of tangible personal property which become an ingre-

dient or component part of tangible personal property or services pro-
duced, manufactured or compounded for ultimate sale at retail within or
without the state of Kansas; and any such producer, manufacturer or
compounder may obtain from the director of taxation and furnish to the
supplier an exemption certificate number for tangible personal property
for use as an ingredient or component part of the property or services
produced, manufactured or compounded;

(n) all sales of tangible personal property which is consumed in the
production, manufacture, processing, mining, drilling, refining or com-
pounding of tangible personal property, the treating of by-products or
wastes derived from any such production process, the providing of serv-
ices, including distribution or delivery of ratwwal-gus-electiicityheat-and
water through mains, %=mg, or pipes by a political subdivision, or the
irmgation of crops for ultimate sale at retail within or without the state of
Kansas; and any purchaser of such property may obtain from the director
of taxation and furnish to the supplier an exemption certificate number
for tangible personal property for consumption in such production, man-
ufacture, processing, mining, drilling, refining, compounding, treating,
irmigation and in providing such services;

(o) all sales of animals, fowl and aquatic plants and animals, the pri-
mary purpose of which is use in agriculture or aquaculture, as defined in
K.S.A. 47-1901, and amendments thereto, the production of food for
human consumption, the production of animal, dairy, poultry or aquatic
plant and animal products, fiber or fur, or the production of offspring for
use for any such purpose or purposcs;

(p) all sales of drugs, as defined by K.S.A. 65-1626 and amendments
thereto, dispensed pursuant to a prescription order, as defined by K.S.A.
-1626 and amendments thereto, by a licensed practitioner;

(@) all sales of insulin dispensed by a person licensed by the state

board of pharmacy to a person for treatment of diabetes at the direction
of a person licensed to practice medicine by the board of healing arts;

(r) all sales of prosthetic and orthopedic appliances prescribed in

writing by a person licensed to practice the healing arts, dentistry or
optometry. For the purposes of this subsection, the term prosthetic and
orthopedic appliances means any apparatus, instrument, device, or equip-
ment used to replace or substitute for any missing part of the body; used
to alleviate the malfunction of any part of the body; or used to assist any
disabled person in leading a normal life by facilitating such person's mo-
bility; such term shall include accessories to be attached to motor vehicles,
but such term shall not include motor vehicles or personal property which
when installed becomes a fixture to real property;

(s) all sales of tangible personal property or services purchased di-

rectly by a groundwater management district organized or operating un-
der the authority of K.S.A. 82a-1020 ef seq. and amendments thereto,
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