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MINUTES OF THE SENATE COMMITTEE ON ASSESSMENT AND TAXATION.
The meeting was called to order by Chairperson Audrey Langworthy at 11:07 a.m. on February 3, 1998, in

Room 519--S of the Capitol.

Members present: Senator Langworthy, Senator Corbin, Senator Lee,
Senator Bond, Senator Donovan, Senator Goodwin,
Senator Hardenburger, Senator Karr, Senator Praeger,
Senator Steffes and Senator Steineger.

Committee staff present: Tom Severn, Legislative Research Department
Chris Courtwright, Legislative Research Department
Shirley Higgins, Secretary to the Committee

Conferees appearing before the committee: Senator Anthony Hensley
Wayne Maichel, AFL-CIO
Jack Mitchell, Kansas Automatic Merchandising Association
Bob Corkins, Kansas Chamber of Commerce and Industry
Ron Hein, Kansas Restaurant and Hospitality Association

Others attending: See attached list

The minutes of the January 28, January 29, and February 2 meetings were approved.

SB 415--Sales taxation; concerning the rate imposed upon sales of food for human
consumption.

Senator Anthony Hensley testified in support of SB 415 which, if enacted, would reduce the sales tax on
food by 1.5% next year and would save taxpayers $58 million on the purchase of food in the first year. He
called attention to copies of related data and to copies of newspaper articles supporting a reduced sales tax on
sales of food as a means to help the working poor and to make Kansas equal with neighboring states who
have eliminated or reduced their sales tax on food. (Attachment 1)

Wayne Maichel, AFL-CIO, testified in support of SB 415 as a beginning of a process to completely remove
sales tax on food. He noted that many states have lowered or eliminated sales tax on food. (Attachment2) In
conclusion, Mr. Maichel quoted from a portion of the Governor’s State of the State message in which the
Governor expressed support of a reduction of the sales tax on food for low income families.

Jack Mitchell, Kansas Automatic Merchandising Association, testified in support of SB_415 with an
amendment to subparagraph (2) of paragraph (u) to include food sold through vending machines. Mr.
Mitchell felt the exclusion of food sold through vending machines was illogical, unfair, and discriminatory
toward the Kansas vending industry plus students and working people. (Attachment 3)

Senator Langworthy called attention to written testimony submitted by Donald Snodgrass, Kansas Food
Dealers Association, in which a neutral position on SB 415 was taken. (Attachment 4)

Bob Corkins, Kansas Chamber of Commerce and Industry, testified in opposition to SB_415. His primary
concern was with the administrative cost of implementing and complying with a different state sales tax on
food. Retailers who do not utilize scanning devises would be impacted the most. He also believed that the
sales tax audits which would follow would be a persistent spawning ground for tax appeals, penalties, and

litigation. (Attachment 5)

Ron Hein, Kansas Restaurant and Hospitality Association, followed with further testimony in opposition to
SB 415. He contended that the bill would set a state policy that discriminates against business that prepare
and serve food and against individuals who eat at restaurants or other food service establishments. He

Unless specifically noted, the individual remarks recorded herein have not been transcribed
verbatim. Individual remarks as reported hercin have not been submitted to the individuals 1
appearing before the committee for editing or corrections.



CONTINUATION SHEET

MINUTES OF THE SENATE COMMITTEE ON ASSESSMENT AND TAXATION, Room 519-§
Statehouse, at 11:00 a.m. on February 3, 1998.

believed that the bill should include all food purchases in order to achieve some social or economic justice.

(Attachment 6)

With this, the hearing on SB 415 was closed.
The meeting was adjourned at 11:55 a.m.

The next meeting is scheduled for February 4, 1998.
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Senate Bill 415 - Reducing the sales tax on food by 1.5%

February 3, 1998
Anthony Hensley, Senate Democratic Leader

Senator Langworthy and committee members: I testify today in support of
Senate Bill 415, a bill which would reduce the sales tax on food by 1.5% this
next year.

As leader of the Senate Democrats, I am grateful to you, Senator Langworthy,
for granting us a hearing on this bill. We believe it is in the best interest of
all Kansans to pass this legislation.

Senate Democrats believe that in a year when our state’s treasury has nearly
$240 million in surplus money, personal income has increased 40% since 1990
and now stands at $62.5 billion, we should not be using tax cuts to reward the
wealthy at the expense of Kansans who need tax relief the most.

Truly baffling about the tax bill that was approved by this committee, Senate
Bill 500, is that it will give tax relief to those who inherit large estates at the
expense of working families and Kansans living on fixed incomes. $23 million
the first year and $55 million the second year will go to inheritance tax cuts -
much of which will go to wealthy people and 40% of which will go to people
who don’t even live in Kansas.

We can reduce inheritance taxes in a more reasonable, measured way while at the
same time reduce the sales tax on food.

If enacted, Senate Bill 415 would save taxpayers $58 million on the purchase

of food in the first year. If we enact Senate Bill 415 we take the first step toward
eventually eliminating the sales tax on food - a regressive tax that hits hardest on
those Kansans who can least afford to pay it.

Another reason why we should enact Senate Bill 415 is because the current Food
Sales Tax Rebate program is not working (see attachment to testimony).

Finally, we should enact Senate Bill 415 because three of four neighboring states
have eliminated or significantly reduced their sales tax on food. It is time Kansas

caught up with its neighbors (see attachment to testimony). ., ; <./ 7.
60 lee: Taq
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Kansas Food Sales Tax Refund Program

Total Kansas households 939,828
Households eligible for Food Sales Tax Rebate 206,589
Applications for Food Sales Tax Rebate 36,012%*

Amount of money rebated $1,588,472 (FY 97)
Average rebate per household $44

*3.8% of all households, 17.4% of eligible households

Source: Kansas Department of Revenue (based on 1990 census data)
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"40H KANSAS HOMESTEAD AND

e FOOD SALES TAX CLAIM

FILE THIS CLAIM AFTER DECEMBER 31, 1997, BUT NO LATER THAN APRIL 15, 1998

Social Security number First four letters of Please use UPIER

of daimant claimant's last name CASE letters
First name and Iniial of claimant Last Name IMPORTANT Te|epho|-|g number of claimant
Check this box
if name or
address has
Home gadress (number and streel or rural 1ouie) changed
Check this box if claimant is deceased (see
- Sidia Zip Cove . instructions) Date of Death / !
Check this box if this is an amended claim
YOU MUST HAVE BEEN A RESIDENT OF KANSAS THE ENTIRE YEAR OF 1997
ANSWER ONLY THE QUESTION THAT APPLIES TO YOU: Month Day Year

1. Age 55 or over for the entire year. Enter date of birth. (Must be priorto 1942). .. ..............

2. Disabled or blind for the entire year. Enter date of disability. ATTACH Social Securi
(See instructions on page 15) Statement or Schedule DIS

3. Youngest dependent child who, both resided with you and was under 18 years of age for the entire

year. Child's name Enter date of birth. (Must be prior to 1997)

ENTER YEARLY TOTALS ONLY. SEE INSTRUCTIONS BEGINNING ON PAGE 16

4, 1997 Wages & 1996 Earned Income Credit . Enter Total . ... (&) . .
5. All taxable income other than wages and pensions. B

(Do not include net operating losses and capital losses). . .. ..... ............ ... B 3 .
6. Social Security, SSI, SSDI, and railroad retirement (add back medicare deductions) . . ......... © y .
7. All pensions, annuities, and veterans benefits. ... ... (D) y N
8. TAF payments, general assistance, worker's compensation, disability, grants and scholarships (E) y .
9. All other income. (Also include income of others who resided with youin 1997) ............... (F) : y .
10. TOTAL HOUSEHOLD INCOME (Total of lines 4 through 9). . ............................ Gy - : y .
HOMESTEAD REFUND (If line 10 is more than $25,000, you do not qualify for a refund.)

) ATTACH 1997 PROPERTY (H)
11. OWNER - 1997 general property taxes. (See instructions, page 17). . ___TAXSTATEMENT | : y .
I 5

12. RENTER - Enter total of line 5 amounts from RNT Schedule(s) . . . . . . | ATTACHRNT SCHEDULE(S) ]
13. Total of lines 11 and 12 Do not enter more than $800 . .. ... ...\ttt ettt ene s )
14. Using your total household incorme on line 10 and the chart on page 6, enter your refund percentage. . . . ...
15. Homestead refund (Multiply line 13 by percentage on line 14) Enter here and on line 18, page2........... (K)

PLEASE COMPLETE REVERSE SIDE OF THIS CLAIM

T

1030097001

0C

0C

0C

%

0C



OPTIONAL: Providing this information may speed up the processing of your claim (This income should not be included on line 10, page 1)
Enter, in the spaces provided, the annual amount of all other income not included as household income on page 1 line 10.
[ | Personal and Settlements (lum :
Food Stamps | $ ' Student Loans $ sum) R 1y
g ! Nongovernmental Social Security for
Child Support i3 | Gifts 3 dependent(s) ._i___L_

Other (indicate source and amount) b

(See instructions on page 17)

1, resided at during 1997 and have paid or will
(property address description)

pay 100% of the taxes. There are no delinquent taxes due.

If the property listed above was owned by someone other than you or you and your spouse, did that person reside with you in 1997, and/or pay

part of the taxes?  Yes No | Explain:

What, if any, portion of the homestead property was rented or used for business in 19977 %
(See instructions on page 17)

Complete the information below for ALL ersons (including yourself) who resided in your household at any time during 1997. Indicate the number of
months they lived with you and whether their income is included on lines 4 through 9 of form K-40H. (Use the Form on Page 21 for additional lines.)

i me included g "
— Bt Relatonship  Number :mr:r::; e s i, Social Security Number
. o
Claimant: [
| 1 /
] | ‘
! I [
! !
|
/ /
|
/ /

r ‘

FOOD SALES TAX REFUND (if line 10 is more than $13,000, do not complete lines 16 and 17)

16. 1T8éz¥ number of household members who lived with you the entire year of 1997. Do not include a child born in

17. Food sales tax refund (Determine refund from chart on page 6 using figures from lines 10 and 16) . . .. ... ™) 00
18. Homestead refund (Line 15 from PRGENT) wrciiarsns 55 65 13 55 i aoe suntanton as sariSittmeS St e i 00
19. TOTAL HOMESTEAD AND FOOD SALES TAX REFUND (Add lines 17 and 18). . .. ... (N) i ., 00

I deciare under the penalties of perjury that to the best of my knowledge and belief, this is a true, correct and complete claim.

Claimant's Signature Date Signature of Preparer other than Claimant

Mail this claim and all supporting documents to: l Please allow 10 to 12 weeks processing time for your refund. If you
Kansas Homestead/Food 3ales Tax, are a rente_n[, %ou %?ould allow algI additional 6 to & weeks so your rent
Kansas Department of Revenue, 915 SW Harrison St., | can be verified with your landlord.
Topeka, KS 66699-2000




HOMESTEAD REFUND PERCENTAGE TABLE — Line 14

Use the table below to determine the refund percentage to enter on line 14 of Form K-40H.

If the amount on line 10, Enter this percentage on
Form K-40H is between: line 14, Form K-40:
$0 and:$ B:000 wuenmnn o 100%
$ 3,001 and $ 4,000 .oeviiniieieere e e 88%
$ 4,001 and $ 5,000 .o 84%
$ 5,001 and $ 6,000 .ouvreeeiierenicre e 80%
$ 8,001 .and $ 7.000 sicwiasiinvaiaressise 76%
$ 7,001 and '3 8,000 iseiusimvvinrsnsinsiveisinivsissiosss 72%
$ 8,001 and $ 9,000 .coeuvvrniieneeeiinrenneerrenneennas 68%
$ 9,001 and $10,000 ...ccuvvireeiriieniiiireereaerennes 64%
$10,001 and $11,000 .uuuiieeiciineerieiiecerneeanieens 60%
$11.001-and $12:000 wivcsmreaonssmminsiviss 56%
$12,001 and $13,000 ...ccovveeeeeieeeeeevieeeees 52%
$13,001 and $14,000 ..cooeeeveeeeieereee e, 48%
$14,001 and $15,000 ..ovverervemeereerrnerrmeeessieens 44%
$15,001 and 316,000 .:vinvusssissoisiinssesssaiversnass 40%
$16.001 and $17,.000 iy 36%
$17,001 and $18,000 ..ocivvvirerieerienrinrnnennereenanne 32%
$18,001 and $19,000 ....uuciiirreiriierciirenannareeeens 28%
519,001 ‘and $20,000 ceissmmsissmmsvesisssmsis 24%
$20,007 :and $271,000 wiicuiansiaieniim 20%
$21,001 and $22,000 coovvveieiniiiiiiiieiirienierreeerenens 16%
$22,001 and $23,000 ...cocvviiiiinicii e 12%
$23,001 and $24,000 .....cccvvviiiviniicrerrenreeeeennenns 8%
$24.001 ‘and $25,000 ssvisiasisigsisavivsiviss 4%
B25,00]1 ‘and OVEE s ssssienis 0%

FOOD SALES TAX REFUND TABLE — Line 17

If line 10 is more than $13,000, you do not qualify for this refund.

Using the amounts from lines 10 and 16, Form K-40H, find your food sales tax refund amount on the table
below. Enter on line 17, back of Form K-40H. See also instructions on page 19.

Total
Household Total Number of Household Members
Income (line 16, back of Form K-40H)
(line 10)
For each
1 2 3 4 5 6 addltional
member add:
3 0- 4,999 $40 $70 $100 $130 $160 $190 $30
$ 5,000- 9,999 30 55 80 105 130 155 25
$10,000 - 13,000 20 35 50 65 80 95 15

Page 6



Food Sales Tax Facts

5 states do not collect sales tax

25 states and D.C. fully exempt sales tax on food
Louisiana will fully exempt sales tax on food by 7/1/98
Georgia will fully exempt sales tax on food by 10/1/98
Illinois sales tax rate is 6.25%, but only 1% on food
Missouri sales tax rate is 4.225%, but only 1.225% on food

16 states collect full sales tax rate on food

Surrounding states:

Arkansas Repeal of 4.625% sales tax on food will be placed on
November of 1998 ballot by initiative

Colorado No sales tax on food (3% sales tax rate)

Iowa No sales tax on food (5% sales tax rate)

Missouri Reduced sales tax on food by 3% effective 10/1/97
(sales tax on food is now 1.225%)

Nebraska No sales tax on food (5% sales tax rate)

Oklahoma Bill to repeal 4.5% sales tax on food passed the House
last year

Source: Kansas Legislative Research Department
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Sales and Number of

Use Tax Rate Prescription Services Subject
State (% Groceries Medications  to Sales Tax
Alabama 4 taxable exempl 32
Alaska 0 n:a n/a 1
Arizona 3 exempt exempl 60
Arkansas 4.625 taxabie exempt 52
Calitormia 6 exempt exempt 19
Colorade 3 exempt exempt 15
Connecticut b exempt exempt 84
Delaware* 0 na n/a 141
Cistrict of Columbia  5.75 exempt exempt 63
Fiorida 6 exempt exempt 65
Ceorgia 4 ullv exempt 10/1/98  exempt 33
Hawaii 4 taxable exempt 155
Idaho 5 taxable exempt 29
Ilinois 6.25 % tax 1% tax 16
Indiana 3 exempt exempt 24
lowa 5 exempt exempt 95
Kansas 4.9 taxable exempt 7
Kentucky 6 exempt . exempt 26
Louisiana 4 will be exempl 7/1/98  exempt 53
Maine 6 exempt exempt 27
Maryland 3 exempt exempt 36
Massachusetts 3 exempt exempt 20
Michigan 6 exempt exempt 26
Minnesota 6.5 exempt exempt 61
Mississippi 7 taxabie exempt 69
Missourr 4.225 _J.B.L-b'h.'k': exempt 28
Montana 0 nia n/a !
Nebraska 5 exempt , 39‘5% exempt 48
Nevada 6.5 exempl /0//4?7 exempt 11
New Hampshire 0 na n/a 1
New Jersey 6 exempt exempt 45
New Mexico 5 taxable taxable 155
New York 4 exempt exempt 74
North Carolina 4 taxable exempt 29
North Dakota 5 exempt exempt 21
Ohio 5 exempt exempt 42
Oklahoma 4.5 taxable exempl 3
Oregaon 0 nia n/a 0
Pennsylvania 6 exempt exempt 61
Rhode Island v exempt exempt 28
South Carolira 5 taxable exempt 32
South Dakota 4 taxable exempt 130
Tennessee 6 taxable exempt 70
Texas 6.25 exempt exempt 79
Utah 4.75 taxable exempt 49
Vermont 4 exempt exempt 23
Virginia 35 taxable exempt 18
Washington 6:3 exempt exempt 152
West Virginia 6 taxable exempt 110
Wisconsin 3 exempt exempt 69
Wyoming 4 taxable exempt 64
* Delaware imposes a manufacturers license rax instead of a general sales tax, resulting
in a large number of taxable services.
Source’ Commerce Clearing House. 1997 and Federation of Tax Administrators, 1994

, ) Contact for More Information
Mandy Rafool

NCSL—Denver
{303)830-2200
mandy.rafool@ncsl.org
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Working class deserve biggest tax break

Cutting sales tax on

groceries good start

The Salina Journal
For Harris News Service

Like a roomful of covetous rela-
tives at the reading of the rich uncle’s
will, various classes of Kansans will
be watching the next session of the
Kansas ] egislature, hoping for a gift
in the form of some kind of tax cut.

If there is any justice, the be-
quests will be generous to the fami-
ly’s faithful servants the oft-forgot-
ten people who do most of the work.

With a soong economy feeding
the state’s income and sales tax cof-
fers, there is every reason for people
to expect, and politicians to grant,
tax cuts for the fourth year in a row.

Atthetop of the list this year
should be something that benefits the
working ceople of Kansas, starting by

removing the sales tax on groceries.

Tax cuts in recent years have
helped hcmeowners and business
owners. They have made huge cuts
in the justly hated property tax
that funds public schools, reduc-
tons balanced by increases in sales
and income tax revenue so that
spending did not have to be cut.

All fine. But it is time to aim the
cuts a little more specifically at those
who occupy homes and work in busi-
nesses, not just those who own them.

There are many ideas for doing
just that. They include a Kansas -
version of the federal earned in-
come tax credit to cut income taxes
for working families, or boosting
the value of personal and child in-
come tax exemptions.

If we can do all that, and still
keep the total value of tax cuts in
the frugal $100 million range pro-
posed by Gov. Bill Graves, that
would be wonderful.

But the best thing we could do
for the people who do the hard
work of our economy without reap-
ing the big benefits would be for
the state to stop taking a bite out of
their children’s food.

The poorer you are, the more a
sales tax on the necessities of life
hurts your family People who have
to spend every dime of their in-
come on the basics, food and cloth-
ing, pay a sales tax on a huge por-
tion of their income, unlike those.
who can avoid sales taxes by saving
their money.

Many states exempt groceries
from their sales tax. Usually,
though, it means there is a higher
sales tax rate on everything else.

It now appears that we can af-
ford to grant this much-needed ex-
emption for those who are working
the hardest to raise their families.

It should be the first tax cut law-
makers approve in 1998.
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® Editorials

Tax relief for
ordinary Kansans

Eliminating the sale tax on food
is the only way that every resident
could benefit from a tax cut

When the Kansas Legislature begins its next
session in January, lawmakers will be all agog
about what to do with the excess revenue the
itate has collected, now put at about $200 mil-

on.

That's easy. Legislators should give their
constituents the gift that keeps on giving, a
reduction, if not outright elimination, of the
state’s 4.9 percent sales tax on food.

By coincidence, the $200 million would
replace all of the revenue collected through the
sales tax on food, with $14 million left over for
good measure.

Eliminating the state’s food sales tax is per-
haps the one and only way that every single
resident could benefit from a tax cut.

It would particularly benefit those in the
lower income ranges, people who seldom bene-
fit from “tax relief.”

Gov. Bill Graves has presided over quite a bit
of tax cutting and he will be pushed to preside
over more, but he hasn’t got an awful lot of
credit, probably because of the nature of the
tax cuts themselves. _

In his 1996 State of the State, he detailed
some of the tax cuts.

There was the repeal of the sales tax on
labor used in new construction. The average
Kansan certainly didn't notice that, but cou-
pled with the repeal of sales tax on utilities
consumed in production, the total tax cut was_
$165 million.

Then the Legislature reduced personal prop-
erty taxes on motor vehicles by 53 percent over
five years. Some Kansans are beginning to
notice that, but those on the very bottom of the
scale, those driving the oldest cars, actually
had their personal property taxes doubled,
from $12 to $24.

Kansas businesses saved considerable
money with a moratorium on unemployment
taxes, but the average Kansan didn't feel any
unpact from that, either. ‘

So, the special interests have had tax rehef
but how about ordinary Kansans?

This year the legislature reduced the uniform
school finance levy from 35 to 27 mills for the
1997-98 school year and allowed a $20,000 home-
stead exemption on residential property. Total
effect” $108 a year ona $50 000 home.

And a half million single Kansans are getting
their taxes equalized with married couples over
a four-year period. That can hardly be charac-
terized as tax relief

Generally, there has been a lot of tax cutting
but there has not been a lot of noticing that our
taxes-have been reduced.

The reason is that most Kansans have not
seen any appreciable tax reduction and cer-
tainly none that will be lasting.

Ending the sales tax on food would help more
average Kansans than anything else the gover-
nor and the Legislature could do.

— editorial by Jim Hiich
hitch @dailynews.net
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Hungry?

ov. Bill Graves' 1998 tax proposals
Gdon't include a cut in the 4.9 percent
state sales tax on food. But House and
Senate Democrats make a good argument
why a lower food tax should be among the

goodies on the 1998 Legis-

A cut in the food sales tax
would help every Kansan

in the personal property taxes on cars and
trucks. the poor benefited. But the rich bene-
fited, too. Same goes for the reductions in the
statewide uniform mill levy for public schools
in 1996 and 1997. So what?

Kansans pay the

lature’s tax-cut tabie.

Few other states tax food
as highly as Kansas does.
This policy choice hits
lower-income Kansans es
pecially hard.

Mr. Graves leit a food-
sales-tax cut out of his

Eating is unavoidable and
— in Kansas — more
expensive than it needs io
be, especially for the poor.

highest food taxes in
the region. Only Okla-
homa's 4.5 percent
sales tax on foed comes
close, and it appears {0
be on its way out. The
Oklahoma House vored
last year to repeal it,

package because “I don't

need a reduction in the sales tax I pay on
food” — his point being that middle- and
upper-income Kansans would benefit from a
cut in food taxes, too.

Mr. Graves prefers instead to increase the
number of Kansas households taking advan-
tage of the siate's existing food-sales-iax re-
bate — which entails filling out a form and
sending it in to the Kansas Department of
Revenue, the agency that collects state taxes.

The rebate thus far has been a policy flop.
Only 36,000 Kansas households out of 206,000
eligible applied for and received it last year.
The answer to that probiem, says the gov-
ernor, is better outreach by the Revenue De-
partment.

But it's doubtful that any outreach plan, no
matter how thorough, could reach everyone
eligible for the rebate.

Besides, there’s nothing wrong in giving a
break to people who can afford the food tax.
The Legislature has been doling out such “un-
needed” tax breaks for years.

For example, when the 1995 Legislature and
Mr. Graves enacted a five-vear 50-percent cut

and the idea will likely
come up again in Oklahoma City this vear.

Missouri, meanwhile, last vear slashed its
food sales tax by 3 percent, to 1.225 percent.
Towa, Nebraska and Colorado don't tax food
sales at all.

Kansas Senate Democrats suggest cutting
the food tax by 1.5 cents this year, leaving a
food sales tax of 3.4 percent; that would cost
the state 564 million. House Democrats would
slash the food tax by a point, leaving it at 3.9
percent. That would cost $46 million.

Cuts of this magnitude could easily be fit
into the 5178million upper limit that the gov-
ernor wisely has proposed for tax cuts for this
year. Legislators, for instance, could trade the
House Democrats’ plan for the governor’s pro-
posal to repeal the state inheritance tax. That
would make the governor's overall plan less
regressive; every resident of Kansas would
benefit from lower food sales taxes.

Fating is unavoidable and — in Kansas —
more expensive than it needs to be, especially
for the poor. That's why a food sales tax cut
should be a prominent part of this vear's leg-
islative tax-cut debate.

Today

Winfield Daily Courier
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_ The early word gut of Topéka
1s that the state’s sales tax on
food is to remain a fixture of
Kansas life,

What else is new? A majority
of the state’s legislators can’t be
expected do the right thing un-
less and until it makes political
sense. The problem, as always, is
that continuing to tax food isn't
likely to threaten any Kansas
lawmaker’s political career.
While some elected representa-
tives decty the odious practice
of government enriching itself
from food taxes, such objections
must be seen in Kansas as noth-
Ing more than lip service. When
2 pol in Topeka professes to be
against taxing food, it’s as pre-
dlCtabIC. as a preacher coming
out against sin.

- What'’s also predictable is that
the economic trade-off will be
considered too costly to justify
translating lip service into a
prncipled effort to repeal this
execrable tax. The trade-off in-
volves a willingness to forgo the
estimated 5220 million in rey-
enue generated by taxes on food
sales.

This is the paradox of taxing
food a little here and a little
there. Kansans have become as
inured to this burdensome im-
position as they have the suffo-
cating heat of summer or the
cold winter winds that scour the
prairies. It’s just another harsh
fact of Kansas life to be en-
dured.

These relatively small tax hits
add up, however, even if they're
not big enough to ignite con-
sumer rebellion. Think of it.
Every year Kansans pay nearly
a quarter of a billion doilars to
the state for the privilege of eat-
ng. If this isn’t enough to send
your outrage glands into over-
drive, then you must have a very
high threshold for the pain that
comes from political abuse.
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- HEASTER
L : bad policy because it’s morally
Dhispsrens SERIEL
2 that profits from food sales is,
When compared with the by definition, embracing an im-

vote-getting potential of more
politically profitable tax cuts,
food tax relief never generates
much political appeal. Income
tax cuts, property tax cuts and
inheritance tax cuts seem to be
where the votes to get re-elected
are in Kansas.

This unfortunate reality is
probably more pronounced in
an affluent and politically pow-
erful enclave such as Johnson
County, whose delegation
would be key to food tax repeal.
However, the immorality of tax-
ing focdd doesn't resonate signifi-
cantly where incomes are higher
and there’s often a tendency to
buy somewhat more residence
than is comfortably affordable.
Moreover, as a practical matter,
any family in Johnson County
on a tight food budget can al-
ways cross the nearby state line
and buy its groceries in Mis-
sourl.

After Missouri lawmakers fi-
nally summoned the moral
wherewithal to end the state’s
abhorrent tax on eating, opt-
mists may have thought Kansas
legislators would be shamed
mto following suit.

. Forget about it. Missouri had
something Kansas apparently
lacks. It had enough fervor by
committed activists willing to
fight tirelessly over many years
against Missouri’s food tax.

These crusaders thought they
were doing righteous work be-
cause of their concern about the
economic hardship food taxes
work on the poor. This debate
wouldn't be complete without
pointing out the regressive na-
ture of food taxes, but that’s
only one salient point.

At Its essence. taxing eating is

moral fiscal policy. The best ar-

gument for repealing this tax
never changes: It’s the right

thing to do. _

Jerry Heaster's coluann ap-
pears Wednesday, Friday, Satur-
day and Sunday. To shure a com-
ment, call (816) 889-7827 and
enter 2301. Send e-mail, includ-
ing a telephone number, to

jheaster@kcstar.com.
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ty ¢ In addition to doing party business, [N
:an: Republicans celebrated the party’s jorning Sun
rna FeCent successes and welcomed nal

. home the Doles.

GOP hammers out

state party platform ™

W Party considers, tables
resolution urging
president’s impeachment.

By Colleen Mccain
The Wichita Eagle

TOPEKA — A day of celebrations
for Kansas Republicans was punctu-
ated by discussion of a resolution
urging the Kansas congressional del-
egation to begin proceedings to im-
peach President Clinton.

The Republican state committee
considered the resolution, which was
endorsed by the 2nd District Repub-
lican Committee, and decided to
refer it to the state executive com-
mittee before taking action.

“There’s a reasoned and delibera-
tive way to consider issues,” said
David Miller, chairman of the Kansas
Republican Party. “We want to be
sure we proceed in that manner.”

The executive committee is not
scheduled to meet for another three
months, and Miller said he is unsure
whether the resolution will be con-
Sidered sooner.

Bur Jud Jones, who proposed the res-
olution, told commirtee members that
Clinton has proven he “can't govern,
and he deserves to be thrown out.”

“Now is the time to do this,” Jones
said.

Members of the state's congres-
sional delegation said the ume may
come t0 begin impeachment pro-
ceedings, but such action now is pre-
mature.

“We don't really know all the facts
vet.” said Rep. Todd Tiahrt, R<God-
dard. “Everybody wants something
instant. but democracy doesn't work
that way.”

Rep. Vince Snowbarger, R-Olathe,
said he would support impeachment
proceedings if clear and compelling
evidence were in hand.

Discussion of the impeachment
resolution came after state Republi-
cans spent much of the aftermoon
hammering out a party platform that
SUppOrts CUlting taxes, opposes abor-
tion and supports allowing Kansans
to carry concealed weapons.

. Gambling was also debated, and a
majority of members ultimately
voted to support the repeal of the le-
galization of gambling — through the
lottery or any other means — by the
state of Kansas.

:'The committee meeting was only
one of many Republican events held
this - weekend to celebrate Kansas
Pay, which was Thursday. District
committee meetings, receptions, din-
ners and the return of Bob and Eliza-
beth Dole were among the highlights.
- At the committee meeting, Douglas
Sebelius drew the ire of many fellow
cammittee members when he sug-
gested eliminating the seven platform
planks that express opposition to
abortion, homosexuality and school
Realth clinics that provide birth con-
tfol.

- Sebelius argued that the planks
were divisive and inappropriate for a
party’s political platform.

: But many argued that Republicans’
moral beliefs helped define the party.
:“We need to continue to have a
moral plank,” said Jim Mullins of
Lawrence. “The Democratic Party is
basically amoral.”

- Sebelius’ proposal was defeated, 34-
}7, and the planks addressing
morality remained in the platform.

Ten minutes before the Doles’ re-
ception was scheduled to begin, a line
of people already snaked all the way
across the courtyard of Topeka’s Ra-
mada Inn, as several hundred people
waited for their chance to greet Bob
and Elizabeth Dole, :

Several people wore “Elizabeth
Dole 2000" buttons, and Rep. Susan
Wagle, R-Wichita, told FElizabeth
Dole: “We want you to run for presi-
dent.” :

“You're very kind," said Elizabeth

Other platform issues included:

B Support for allowing parents to
home-school their children.

B Support for voluntary prayer in
schools.

B Support for allowing prosecutors
greater latitude to try juveniles as
adults.

B Support for eliminating the
Kansas sales tax on food and the in-
heritance tax.

B Support for legislation recog-
nizing English as the official language
of Kansas.,

At the state committee meeting, an
amendment supportng a boycott of
the Disney Co. drew a strong re-
sponse from both sides before nar-
rowly being defeated.

Dole, president of the American Red
Cross.

Most people greeted the Doles as if
they were old friends, with many
telling of times they met Bob Dole at
the Kansas State Fair, years ago.

The weekend's events also pro-
vided a chance for Republicans to do

a bit of campaigning in preparation |
J

for the year’s elections,

Gov. Bill Graves and State Board of |

Education member Steve Abrams,
who also plans to seek the Repub-
lican nomination for governor, both
Spoke to members of the 4th District
Committee.
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TESTIMONY PRESENTED TO
SENATE ASSESSMENT & TAXATION COMMITTEE
ON S.B. 415

N By: Wayne Maichel, Executive Vice President
Kansas AFL-CIO

Madam Chair, Members of the committee, we thank you for the opportunity to appear
before your committee in support of S.B. 415.

Although the Kansas AFL-CIO supports the complete removal of sales tax on food, we
also support S.B. 415 which begins that process.

Kansas is not the only state that has budget surpluses. More than 40 states are
recommending the lowering of state taxes. Many of those states have chosen the route of
lowering or eliminating sales tax on food. Nebraska and Colorado have no sales tax on food.
Missouri, effective October 1, 1997, reduced their tax by 3%. The Oklahoma House of
Representatives has voted to repeal their 4.5% sales tax on food and the Senate is expected to
follow suite this year.

We ask for your support on the elimination or reduction of sales tax on food, and we
encourage you to support S.B. 415.

We thank you for the opportunity to appear before this committee.

Senate Mssesswment N Taxatior
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Testimony
before the Senate

Assessment and Taxation Committee
on SB 415
Presented by John Mitchell, Jr. of Treat America on behalf of the
Kansas Automatic Merchandising Association
February 3, 1998

Madam Chairperson and members of the committee:

Thank you for this opportunity. It is an honor for me to provide testimony on behalf of my
company and my industry. I offer testimony today in support of Senate Bill 415, with the
exception that I believe the bill needs to be amended to stike subparagraph (2) of paragraph (u),
and thus to include food sold through vending machines from the reduced sales tax rate.

My name is John Mitchell. I am President of Treat America, Ltd.. We are a Johnson County
based vending service company. Treat America employs more than 50 people and serves nearly
35,000 customers every day. At Treat America, we sell more than 18,000,000 pre-packaged
food items through our vending machines each year. I also represent the Kansas Automatic
Merchandiser Association (KAMA). I would estimate that Kansas vendors supply food to more
than 500,000 working Kansans and Kansas students every day. Thus, as vendors, we have a
keen awareness of how sensitive Kansans are to the cost of food.

The vending industry supports the efforts of this bill’s sponsor to reduce the sales tax burden on
food. I believe that all Americans are keenly aware of the prices they pay for food items. Asa
new father, with a stay at home wife, [ know from experience what a big issue this is. I watch
my wife clip coupons and I listen to her as she describes driving miles out of her way to buy
baby food at Wal-mart because it is $2.00 less than Target and $5.00 less than the local grocery
store. As a point of fact, she recently began doing her grocery shopping in Missouri because of
the reduced sales tax.

Users of vending machines are certainly aware of the price they pay for vended food. I can
assure you that if my company ever attempted to change the price of an item we sell without first
notifying our customer and justifying the price increase, we would be in a heap of trouble and

could expect numerous complaint calls.

Indeed, companies want and expect their vendor to provide their employees with a high quality,
high value food program. They know that low food prices provide a strong incentive to their
employees. In fact, there is a large and growing number of employers who subsidize thé vending
program because, for these companies, providing a low cost meal for their employees is a critical
customer benefit. Because we are able to provide a good meal at a good price, and because of
our convenience, many Kansas workers and their employers, rely on vending machines to satisfy
their food needs.

Frankly, it is surprising to me how sensitive people are to our vended food prices, considering
that they are already low when compared to other food outlets. The large majority of people who

Sentte HNssessmewt - 1A 11Oy
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use Treat America’s vending machines can get a Turkey sandwich, a 12 oz. can of Pepsi, and a
bag of Frito Lay chips for less than $2.00 including sales taxes. This price compares favorably to
the average cost for a meal from a fast food restaurant of $3.50, and the fast food restaurant is
able to add sales tax on top of that menu price. The fact that consumers are so keenly aware of
our pricing leads me to believe they care greatly about the prices they pay for food.

Some might think our food has a lower price and therefore is of lower quality. Our food is no
different than what you can get at a convenience store. It is either well known branded food such
as Tyson chicken breast sandwiches, and Little Charlie’s Pizzas, or high quality fresh
sandwiches prepared by a state of the art Kansas City commissary company, Honeybake Farms.
Not only do we provide high quality, but, because so many people eat out of our machines every
day, we provide our customers with lots of variety (over 250 menu items) and we pay special
attention to include healthy selections such as salads, fruit and milk.

Thus, I believe we Kansans are sensitive to the prices we pay for food. If you choose to reduce
the sales tax on food, all Kansans will thank you. Maybe the total dollars we will save are not
large, but we will be reminded of the savings every day, again and again. And by reducing the
burden on Kansas workers, Kansas employers will thank you.

While I strongly support Senate Bill 415 in general, I must ask that you do not pass it as written.
Subparagraph (2) of paragraph (u), excludes food sold through vending machines from the
reduced sales tax rate. I find this exclusion to be illogical and unfair and discriminatory toward
the Kansas vending industry.

Please understand that vending is a very competitive business. Vending companies compete
vigorously with each other to win accounts. More significantly, we compete head on with
convenience stores and grocery stores. Make no mistake, the products we sell are identical. It is
all pre-packaged, brand name items from Dolly Madison, M&M Mars, Nabisco, Frito Lay, Coke,
Pepsi, Tyson, and many others. There is no difference in the products. The only difference is
that our store is located in the break rooms of Kansas companies. In fact, as my add agency can
attest to, my company recently adopted a new slogan, “Treat America, the more convenient
convenience store.” This slogan was designed specifically to make our users aware that we sell
the same items as convenience stores, only more conveniently. You may have heard the Quick
Trip adds on the radio recently during your morning drive to the office. If so, you know that
they are hoping to get people to stop in and get a cup of coffee before they get to the office.

Quick Trip is attempting to take our customers. Imagine you are on your way to work and you
know that the pastry at the C-Store is reduced tax, but the pastry at the vending machine at work

(RPNl i [SL A n B Y vailainalo

is fully taxed. Where would you stop?

We also compete with grocery stores. When people bring their lunch to the office from home
that takes away from our sales. Whenever I survey a potential account I am carefull to look for
12-packs of soda hidden under desks, or Mr. Coffee’s tucked away on shelves. Believe it or not,
some people buy Coke and Folger’s at the grocery stores and bring these products into the office
thereby reducing the vending machine’s sales. If you reduce the sales tax at the convenience
store and grocery store, but not at the vending machine, you will be putting Kansas vending
operators at a severe competitive disadvantage.

3

As much as we are similar to grocery and convenience stores, we are unlike restaurants. We do
not “prepare” any food items. The food we sell is “prepared” in advance, by a different
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company, for much later consumption. Our users are free to take the products we sell with them.
We sell large value bags of individually wrapped candy. We also sell gum and mint packages.
Our consumers put these items in their purses, or take them back to their desks for later
consumption. What’s more, we frequently place machines near building exits because we know
people will want a snack or beverage for the commute home. A student might purchase a
product from our machine and keep it in his locker until after the track meet. There is no way we
can know where or when people will consume the products we sell.

Also, our consumers gain no entertainment value by using our machines. In fact, as I have
previously described, the primary users of our machines often do so out of necessity.
Frequently, because of the short amount of break time, or due to the remoteness of their work
facility, our consumers cannot leave their place of business. What’s more, many of our
customers rely on vending machines as a less expensive food source. It would be unfair to
penalize those working Kansans and Kansas students who rely on the convenience and value
vending machines provide. Indeed, by excluding vending machine food from the reduced sales
tax, you would be penalizing those Kansans who need this tax relief the most.

Finally, I would like to point out that vending machine operators are already disadvantaged by
the sales tax because we have no way to collect it. It would be a practical impossibility to set up
vending machines which add sales tax onto the price of an item and ask consumers to insert
pennies into our machines. Qur sales prices include sales taxes. As a matter of fact, Treat
America has recently ordered stickers for our vending machines which indicate the percentage of
sales taxes which are included in the cost of the vended products. These stickers will indicate
the sales tax rates in the various Kansas and Missouri counties we service.

As you know, Missouri recently reduced the sales tax on food, including food sold through
vending machines. When Missouri passed this bill, in order to avoid any potential confusion,
they expressly included food sold through vending machines as eligible for the reduced sales tax
rate. We hope you would consider the same affirmative statement of eligibility.

For all of these reasons, I strongly support passage of this bill, but only if it is amended to
affirmatively include food sold through vending machines.

Thank you for the opportunity to testify on Senate Bill 415.
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EXEMPTING FOOD FROM SALES TAX AT POINT OF PURCHASE

The Kansas Food Dealers Association’s member-
ship includes retailers, distributors and manufac-
turers of food products throughout the State.

As vou have heard from us in the past, many
of our members along bhorder states that do not
have sales tax on food could support a complete
sales tax exemption at the point c¢f purchase IF
the definition for "food" is the same as used for
the food eligible for purchase with FOOD STAMPS.

We are aware that 1t 1s a very expensive
proposal to exempt food from all of the 4.9 per-
cent state sales tax at one time. Our members
have not taken a position on when or how much to
exempt the sales tax on food. However, we are
asking you to please keep in mind that each time
you ask grocers to reprogram their cash registers,
there is an added expense involved.

It should also be remembered when local sales
tax remains on food items it is necessary to ring
up food items exempt from the state sales tax,
keep the food items subject to the local tax, and
then include all non-food items in both the local
and state sales tax before reaching a total cost.

Technology allows us to do that relatively
easily, but there is an expense to the grocer each
time the sales tax rate is changed.

We appreciate the opportunity to present this
information to you.
rd
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LEGISLATIVE
TESTIMONY

Kansas Chamber of Commerce and Industry

835 SW Topeka Blvd. Topeka, KS 66612-1671 (785) 357-6321 FAX (785) 357-4732 e-mail: kcci@kspress.com
SB 415 February 3, 1998

KANSAS CHAMBER OF COMMERCE AND INDUSTRY

Testimony Before the
Senate Committee on Assessment and Taxation

by
Bob Corkins
Director of Taxation

Madam Chair and members of the Committee:

My name is Bob Corkins, director of taxation for the Kansas Chamber of Commerce and
Industry, and | thank you for the opportunity to express our members' views on SB 415. While
KCCI is sensitive to the reasons advanced for reducing the sales tax rate on food, we feel there
are better ways to achieve its tax policy objective without creating a substantial new compliance

burden on Kansas retailers.

The Kansas Chamber of Commerce and Industry (KCCI) is a statewide organization dedicated
to the promotion of economic growth and job creation within Kansas, and to the protection and
support of the private competitive enterprise system.

KCCl is comprised of more than 3,000 businesses which includes 200 local and regional
chambers of commerce and trade organizations which represent over 161,000 business men
and women. The organization represents both large and small employers in Kansas, with 46%
of KCCI's members having less than 25 employees, and 77% having less than 100 employees.
KCCI receives no government funding.

The KCCI Board of Directors establishes policies through the work of hundreds of the
organization's members who make up its various committees. These policies are the guiding
principles of the organization and translate into views such as those expressed here.

Our primary concern is the administrative cost of implementing and complying with a

different state sales tax on food. Proponents of this change often cite the technology of cash
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register scanners as a means for easily adapting to the new sales tax base. Clearly, a
scanning system does make the transition easier, but still not without an additional business
expense.

First, however, the Legislature should consider the impact on retailers who do not utilize
scanning devices. These will predominantly be small independent businesses which cannot
afford the installation costs of the more sophisticated registers. The taxability of each item they
sell will turn on the judgment and tax knowledge of their cashiers. You may recall last year's
debate about sales tax exemption certificates and the extreme difficulty retailers experienced in
satisfying the "good faith" acceptance standard. Today's proposal would present a similarly
subjective burden on retailers which is even broader in scope. It would create very fertile
ground within which state sales tax auditors could find countless mistakes to penalize. To
satisfy this collection duty without the aid of scanners would be an oppressive expense that
invites a new wave of tax audits.

Even companies with scanning registers would pay a substantial sum to adapt their
systems. One large grocery chain which recently made the food sales conversion in Missouri
estimated that necessary software modifications required approximately four manpower days
per store using their own in-house personnel. If a company should need to hire contract help to
make the adjustments, the going rate is around $180 per hour. That translates to over $5,600
per store for contract labor conversion.

According to the Kansas Department of Commerce and Housing, there are more than

2,600 retail food outlets in this state. Hence, a crude estimate of statewide conversion costs

associated with SB 415 would be in the neighborhood of $15 million. To the extent retailers are

able to use in-house labor to accomplish the feat, the cost would be less. However, for retailers

that do not already have scanning registers, the cost would be considerably more. But perhaps
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of even greater interest to policy makers is the fact that this tax change would apply to may
retailers beyond grocery stores and convenience stores. The Kansas Department of Revenue
estimates that the number of retailers whose business involves at least some food sales eligible
for this reduced tax rate would probably exceed 10,000.

Unfortunately, this expense represents only the up-front transition costs. The sales tax
audits which would follow would be a persistent spawning ground for tax appeals, penalties and
litigation. Defining reduced-rate food as that which is eligible for purchase with federal food
stamps is helpful, but far from clear. The degree of preparation, the type of packaging, the
presence or absence of dining tables at the establishment, and a myriad of other factors may
determine whether the lower sales tax rate is applicable. For example, hardware stores might
charge too much sales tax on garden seeds while convenience stores might charge too little tax
for small frozen pizzas which are warmed up in the store's microwave.

This new tax compliance burden would be on top of the administrative costs our retailers
are already absorbing. A 1994 Price-Waterhouse study of Kansas retailers indicated that the
average cost of collecting sales tax was equal to 3.48% of the taxes collected. The state of
Kansas -- unlike most other states and all of our immediately neighboring states -- does not (to
any extent) reimburse retailers for this service.

Finally, if there is a desire to provide additional tax relief to lower income Kansans, we
would encourage the Legislature to consider fine-tuning the current approach in this area. The
food sales tax rebate program is appropriately targeted to those needing it most and it could be
refined to increase its outreach. Greater public education and/or an application for the sales
tax rebate on one's income tax return would be reasonable alternatives.

We respectfully urge your opposition to SB 415 and | thank you for your time and

consideration.
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SENATE ASSESSMENT AND TAXATION COMMITTEE
TESTIMONY RE: SB 415
Presented by Ronald R. Hein
on behalf of
KANSAS RESTAURANT AND HOSPITALITY ASSOCIATION
February 3, 1998

Madam Chairman, Members of the Committee:

My name is Ron Hein, and [ am legislative counsel for the Kansas Restaurant and
Hospitality Association. The KRHA is the trade association for 1,200 restaurant and
hospitality businesses in Kansas.

The KRHA opposes SB 415. This bill would set a state policy that discriminates against
1) businesses that prepare and serve food, and 2) against those individuals who, either by
choice or by necessity, eat at restaurants or other food service establishments.

KRHA feels that this legislation will have an adverse impact on the food service industry
in Kansas. This industry provides 80,700 jobs in the state and another 51,900 jobs in
related industries. To the extent that the differential in tax affects an individual’s decision
to eat at a restaurant or to eat at home, and to the extent that restaurants lose business,
the result will be less economic development, and less employment.

If the intent of this legislation is to benefit lower income individuals, then the legislation
should not draw a distinction between food at home and food eaten out. As written,
persons with high income who consume expensive foods purchased at a grocery store will
not have to pay tax, while many lower and middle income people who are forced to eat
out at least one meal a day, and sometimes more, will be forced to pay the tax. Many
working men and women of average income will have to pay the tax, even if they are
eating at their employer’s cafeteria or a low-priced diner. If this legislation is an effort to
do some social or economic justice, it should include all food purchases.

The KRHA would not oppose an approach along the lines proposed by Governor Bill
Graves, to expand the sales tax credit for low income individuals.

The KRHA would urge the committee not to approve SB 415 as written.

Thank you very much for permitting me to testify, and I will be happy to yield to
questions.
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