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MINUTES OF THE SENATE COMMERCE COMMITTEE

The meeting was called to order by Chairperson Karin Brownlee at 8:35A.M. on February 16, 2005 in
Room 123-S of the Capitol.

All members were present.

Committee staff present:
Susan Kannarr, Kansas Legislative Research Department
Kathie Sparks, Kansas Legislative Research Department
Helen Pedigo, Revisor of Statutes
Jackie Lunn, Committee Secretary

Conferees appearing before the committee:
Jerry Lonergan, President, Kansas, Inc.
Patti Bossert, Co-Chair, Kansas, Inc.

Others attending:
See attached list.

Chairperson Brownlee opened the meeting by introducing Helen Pedigo, Revisor of Statutes, to explain SB
260. Ms. Pedigo stated SB 260 is to abolish Kansas, Inc. She reviewed the bill by each line that was changed
and explained in detail. She referred to written copy of the new Section 27. (Attachment 1) Ms. Pedigo also
referred to the statutes repealed in abolishing Kansas, Inc. (Attachment 2) In closing Ms. Pedigo stated that
the duties of Kansas, Inc. will be distributed to the Department of Revenue, Department of Commerce and
the Division of Post Audit.

Upon completion of Ms. Pedigo’s explanation, there was discussion on the fiscal note for SB 260 with some
concern regarding the cost of adding more duties to these departments. The Committee discussed the fact that
the jobs would be transferred and if employees would be added or let go. Chairperson Brownlee stated it
should not cost more and stated part of the effort was some of the duties of Kansas, Inc. were going to be
shifted to Department of Revenue anyway. There also was discussion about Kansas, Inc. not doing their job
and the fact legislation was passed last year thinking Kansas, Inc. would be able to obtain all information
needed to do their job..

Upon the conclusion of discussion Chairperson Brownlee introduced Kathie Sparks, Legislative Research to
walk the Committee through the annual 2004 report from Kansas, Inc. (Attachment 3) Ms. Sparks gave an
overview of the complete report. She also referred the Committee to the “Sales Tax Exemptions and Income
Tax Credits for Economic Development™ a report for the tax year 2002. (Attachment 4) Ms. Sparks
summarized this report referring the Committee to the note from the Board of Director and the Key Findings
at the very beginning of the report. Ms. Sparks summarized the report.

Chairperson Brownlee noted on page 2 of the report Legislative history indicated in 1994 legislation was
passed giving Kansas, Inc. the responsibility to prepare an annual report evaluating the costs effectiveness of
specific income tax credits and sales tax exemptions enacted to encourage economic development within the
state.

There was discussion by the Committee and Ms. Sparks regarding the concern that businesses are leaving the
state because the taxes are so high compared to other states. Senator Reitz made reference to a report which
was presented to the Committee regarding that same subject. Senator Reitz asked to be presented with factual
information regarding the economy and the number of businesses leaving Kansas.

Chairperson Brownlee opened the hearing on SB 260 by stating to the Committee there were no proponents
for this bill and she and Senator Jordan had met with Secretary Fricke and Lt. Governor John Moore before
they went forward with this bill and had their go ahead. The Department of Commerce was appearing as a
neutral party.

Chairperson Brownlee introduced Jerry Lonegrin, President, Kansas, Inc. to give his testimony. President
Lonegrin submitted written testimony (Attachment 5) and stated he would give a brief summary. President
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the Capitol.

Lonegren stated his testimony demonstrates what a hard working staff and dedicated board can accomplish
in a short period of time. What is noted repeatedly is Kansas Inc. has never had the access data necessary to
accurately evaluate economic impact on the tax incentives. President Lonegrin will be leaving Kansas, Inc.
at the end of the month. He feels that funds are now in place and Kansas, Inc. will move forward with
implementing the 2004-2005 research agenda. He stated that he did not know why past efforts of Kansas, Inc.
have not been at a level that was expected. In closing, President Lonegrin stated the mistake would be, after
supporting an entity that in the past may have underperformed to close the door on an organization so close
to becoming what the state wanted and still needs.

Chairperson Brownlee introduced Patti Bossert, Co-Chair for Kansas, Inc. to give her testimony. Ms. Bossert
strongly opposes SB 260. She feels that Kansas, Inc.’s was created by legislation in 1986 with it’s primary
mission to serve as the state’s economic development “think tank™ and to evaluate the state’s economic
development programs. As a private business owner she has a vested interest in ensuring that the economy
in Kansas continues to improve and that the economic development programs and incentives within the state
are fairly and accurately evaluated. She urges the Committee not to vote for SB260. Ms. Bossert offered
written testimony. (Attachment ) In closing Ms. Bossert stated that there were questions about that Sales Tax
Exemption report and she just wanted to add they could have submitted a report based on the information they
had and not alerted the legislature there were problems still needing to be addressed. But they took a hard
stand and said we need to tell the truth. She feels Kansas, Inc. wouldn’t have been there today to testify on
SB 260 if they had just turned in a report.

The Committee had discussion with Ms. Clark regarding the assignment of duties if Kansas, Inc. is abolished.
The Department of Commerce will not be evaluating their own program. The department of Revenue is to
collect the data and some of the evaluations and some duties would go to Post Audit. There was also
discussion regarding the organization being 20 years old and still is unable to do the work they were suppose
to do. Ms. Clark feels the board has totally turned around. She stated the board has become very engaged and
is on the edge of realizing the fruits of their labor of this past year.

Further discussion regarding the visionary planning for the state of Kansas which is a duty of Kansas, Inc. and
what steps Kansas, Inc. has taken to complete this duty. The last update was due in 2004 and was not
completed as of this date.

Chairperson Brownlee asked Mr. Lonegren and Ms. Bossert to come back at a later date. With that,
Chairperson Brownlee closed the hearing on SB 260.

Meeting was adjourned at 9:30 a.m. with the next meeting scheduled for Thursday, February 17, 2005 at 8:30
a.m. in room 123S.
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PROPOSED AMENDMENT
SENATE COMMERCE COMMITTEE
SB 260
February 16, 2005

New Section 27. In addition to the other powers and duties of the department of
commerce, the department shall:

(a) Undertake ongoing strategic analysis in order to determine the state's areas
of potential and continuing competitive economic advantage and disadvantage;
(b) oversee the formulation of economic development policy and strategic
planning for the state;

(c) oversee the targeting of scarce state resources by size and sector of
economic activity and by geographic location within the state in order to enhance
the state's potential comparative economic advantages;

(d) undertake continuing strategic planning for the improvements of the state's
tax, regulatory and expenditure policies to enhance the state's potential
comparative economic advantages;

Assume central responsibility to develop, with the guidance of both the private
and public sectors, all facets of a comprehensive long term economic
development strategy;

(e) coordinate the strategy development with all other state and local agencies
and offices and state educational institutions which do research work, develop
materials and programs, gather statistics, or which perform functions related to
economic development; and such state and local agencies and offices and state
educational institutions shall advise and cooperate with the department in the
planning and accomplishment of the strategy;

(f) evaluate and analyze the state's economy to guide the direction of future
public and private actions, and report and make recommendations to the
governor, the standing committee on commerce of the senate, the standing
committee on economic development of the house of representatives and the
joint committee on economic development with respect to the state's economy.
The report to the committee on commerce of the senate, the committee on
economic development of the house of representatives and the joint committee
on economic development under this subsection shall be made either (1) by
publishing such report on the internet and by notifying each member of the
committees that the report is available and providing, as part of such notice, the
uniform resource locator (URL) at which such report is available, or (2) by
submitting copies of such report on CD-ROM or other electronically readable
media to such committees;

(g) oversee and evaluate the state's economic development activities on an
ongoing basis through the establishment of goals, priorities performance
standards and the periodic program audit of those goals, priorities and
performance standards;

(h) compile an annual report detailing community and economic development
grants or loans made by state agencies, including the identity of the recipient of
such loans or grants, and submit the report to the governor, the standing
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committee on commerce of the senate and the standing committee on economic

development of the house of representatives. As used in this subsection "state

agency" means any state office or officer, department, board, commission,
institution, bureau or any agency, division or unit within any office, department,
board, commission or other state authority or any person requesting a state
appropriation; and

(i) publish in its annual report:

(1) an analysis of the current state of and emerging trends in the Kansas
economy over the next decade;

(2) an evaluation of the effectiveness of state economic development policies
and programs in meeting the goals of the state economic plan by size of
enterprise, sector of economic activity and location within Kansas, and in
comparison with other states; and

(3) a listing in order of priority of recommendations for initiatives that will further
the effective implementation of the state economic development plan.

New Section 28. In addition to the other powers and duties of the division of post
audit, the division shall review and evaluate the Kansas technology enterprise
corporation, the major programs and activities of the department of commerce,
the statewide risk capital system and the investments in research and
development activities tax credit.

New Section 29. The secretary of revenue shall prepare an annual report
evaluating the cost effectiveness of the various income tax credits and sales tax
exemptions enacted to encourage economic development within this state and
submit the same to the standing committees on taxation and economic
development of the house and assessment and taxation and commerce of the
senate at the beginning of each regular session of the legislature. The secretary
of revenue, in consultation with the president of Kansas, Inc., shall develop a
questionnaire on the utilization of state income tax credits and sales tax
exemptions that shall be completed by all corporate taxpayers that:(1) Are
subject to state income tax and (2) utilize any of the state income tax credits and
exemptions described in subsections (a) through (j) below that shall be submitted
to the department concurrently with the filing of an annual corporate income

tax return. The completed questionnaires shall be used in the preparation of such
annual report. The questionnaire shall require respondents to indicate utilization
of the following credits, exemptions and bond financing:

(a) Income tax credits authorized under the provisions of the job expansion and
investment credit act of 1976 and amendments thereto;

(b) income tax credits for expenditures in research and development activities
authorized by K.S.A. 79-32,182, and amendments thereto;

(c) income and financial institutions privilege tax credits for cash investment in
stock of Kansas Venture Capital, Inc. authorized by K.S.A. 74-8205 and 74-8206,
and amendments thereto;

(d) income tax credits for cash investment in certified Kansas venture capital
companies authorized by K.S.A. 74-8304, and amendments thereto;
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(e) income tax credits for cash investment in certified local seed capital pools
authorized by K.S.A. 74-8401, and amendments thereto;

(f) income tax credits for investment in the training and education of qualified
firms’ employees authorized by K.S.A. 74-50,132, and amendments thereto;

(g) sales tax exemptions for property or services purchased for the purpose of
and in conjunction with constructing, reconstructing, enlarging or remodeling a
business, or retail business meeting the requirements of K.S.A. 74-50,115, and
amendments thereto, and machinery and equipment for installation at such
business or retail business authorized by subsection (cc) of K.S.A. 79-3606, and
amendments thereto;

(h) sales tax exemptions for machinery and equipment used directly and primarily
for the purposes of manufacturing, assembling, processing, finishing, storing,
warehousing or distributing articles of tangible personal property in this state
intended for resale by a manufacturing or processing plant or facility or a storage,
warehousing or distribution facility;

(i) distribution from the special economic revitalization fund pursuant to the
provisions of the economic revitalization reinvestment act, K.S.A. 2004 Supp. 74-
50,136, and amendments thereto; and

(j) special obligation bonds authorized by K.S.A. 12-1774, and amendments
thereto.

Sec. 30. K.S.A. 79-1119 is hereby amended to read as follows:79-1119 (a) All
reports, statements, lists and returns required under the provisions of article 11 of
chapter 79 of the Kansas Statutes Annotated shall be preserved for three (3)
years and thereafter until the director of taxation orders them to be destroyed.
(b) Except in accordance with proper judicial order, or as provided in subsection
(c) of this section, subsection (g) of K.S.A. 17-7511 or 46-1106, it shall be
unlawful for the director of taxation, or any deputy, agent, clerk or other officer,
employee or former employee of the department of revenue or any other state
officer or employee or former state officer or employee to divulge, or to make
known in any way, the amount of income or any particulars set forth or disclosed
in any report, statement, list, return, federal return or federal return information
required under the provisions of article 11 of chapter 79 of the Kansas Statutes
Annotated; and it shall be unlawful for the director of taxation, or any deputy,
agent, clerk or other officer or employee of the department of revenue engaged
in the administration of the tax imposed under the provisions of article 11 of
chapter 79 of the Kansas Statutes Annotated to engage in the business or
profession of tax accounting or to accept employment, with or without
consideration, for any person, firm or corporation for the purpose, directly or
indirectly, or preparing tax returns or reports required by the laws of the state of
Kansas, by any other state or by the United States government, or to accept any
employment for the purpose of advising, preparing material or data, or the
auditing of books or records to be used in an effort to defeat or cancel any tax or
part thereof that has been assessed by the state of Kansas, any other state or by
the United States government.
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(c) Nothing herein shall be construed to prohibit the publication of statistics, so
classified as to prevent the identification of particular reports or returns and the
items thereof, or the inspection of returns by the attorney general or other legal
representatives of the state. Nothing in this section shall prohibit the post auditor
from access to all statements, lists, reports or returns in accordance with and
subject to the provisions of subsection (g) of K.S.A. 46-1106. Any person
receiving information under the provisions of this subsection shall be subject to
the confidentiality provisions of subsection (b) of this section and to the penalty
provisions of subsection (d) of this section.

(d) Any violation of subsections (b) or (c) of this section shall be a class B
misdemeanor; and if the offender be an officer or employee of the state, he-or
she the offender shall be dismissed from office.

(e) Notwithstanding the provisions of this section, the secretary of revenue may,
in his-er-her the secretary’s discretion, permit the commissioner of internal
revenue of the United States, or the proper official of any state imposing an
income tax or privilege tax on financial institutions, or the authorized
representative of either, to inspect the reports, statements, lists or returns made
under the provisions of article 11 of chapter 79 of the Kansas Statutes Annotated
and the secretary of revenue may make available or furnish to the taxing officials
of any other state or the commissioner of internal revenue of the United States or
other taxing officials of the federal government, or their authorized
representatives, information contained in statements, lists, reports, or returns or
any audit thereof or the report of any investigation made with respect thereto,
filed pursuant to any of the provisions of article 11 of chapter 79 of the Kansas
Statutes Annotated, as the secretary may consider proper, but such information
shall not be used for any other purpose than that of the administration of tax laws
of such state or of the United States.
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Sec. 31. K.S.A. 2004 Supp. 79-3234 is hereby amended to read as follows: 79-
3234. (a) All reports and returns required by this act shall be preserved for three
years and thereafter until the director orders them to be destroyed.

(b) Except in accordance with proper judicial order, or as provided in subsection
(c) orin K.S.A. 17-7511, subsection (g) of K.S.A. 46-1106, K.S.A. 46-1114, or
K.S.A. 79-32,153a, and amendments thereto, it shall be unlawful for the director,
any deputy, agent, clerk or other officer, employee or former employee of the
department of revenue or any other state officer or employee or former state
officer or employee to divulge, or to make known in any way, the amount of
income or any particulars set forth or disclosed in any report, return, federal
return or federal return information required under this act; and it shall be
unlawful for the director, any deputy, agent, clerk or other officer or employee
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engaged in the administration of this act to engage in the business or profession
of tax accounting or to accept employment, with or without consideration, from
any person, firm or corporation for the purpose, directly or indirectly, of preparing
tax returns or reports required by the laws of the state of Kansas, by any other
state or by the United States government, or to accept any employment for the
purpose of advising, preparing material or data, or the auditing of books or
records to be used in an effort to defeat or cancel any tax or part thereof that has
been assessed by the state of Kansas, any other state or by the United States
government.

(c) Nothing in this section shall be construed to prohibit the publication of
statistics, so classified as to prevent the identification of particular reports or
returns and the items thereof, or the inspection of returns by the attorney general
or other legal representatives of the state. Nothing in this section shall prohibit
the post auditor from access to all income tax reports or returns in accordance
with and subject to the provisions of subsection (g) of K.S.A. 46-1106 or K.S.A.
46-1114, and amendments thereto. Nothing in this section shall be construed to
prohibit the disclosure of taxpayer information from income tax returns to persons
or entities contracting with the secretary of revenue where the secretary has
determined disclosure of such information is essential for completion of the
contract and has taken appropriate steps to preserve confidentiality. Nothing in
this section shall be construed to prohibit the disclosure of job creation and
investment information derived from tax schedules required to be filed under the
Kansas income tax act to the secretary of commerce. Nothing in this section shall
be construed to prohibit the disclosure of income tax returns to the state gaming
agency to be used solely for the purpose of determining qualifications of
licensees of and applicants for licensure in tribal gaming. Any information
received by the state gaming agency shall be confidential and shall not be
disclosed except to the executive director, employees of the state gaming agency
and members and employees of the tribal gaming commission. Nothing in this
section shall be construed to prohibit the disclosure of the taxpayer's name, last
known address and residency status to the department of wildlife and parks to be
used solely in its license fraud investigations. Nothing in this section shall prohibit
the disclosure of the name, residence address, employer or Kansas adjusted
gross income of a taxpayer who may have a duty of support in a title IV-D case to
the secretary of the Kansas department of social and rehabilitation services for
use solely in administrative or judicial proceedings to establish, modify or enforce
such support obligation in a title IV-D case. In addition to any other limits on use,
such use shall be allowed only where subject to a protective order which
prohibits disclosure outside of the title [V-D proceeding. As used in this section,
“title IV-D case” means a case being administered pursuant to part D of title IV of
the federal social security act (42 U.S.C. § 651 et seq.) and amendments thereto.
Any person receiving any information under the provisions of this subsection
shall be subject to the confidentiality provisions of subsection (b) and to the
penalty provisions of subsection (d).
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(d) Any violation of subsection (b) or (c) is a class B nonperson misdemeanor
and, if the offender is an officer or employee of the state, such officer or
employee shall be dismissed from office.
(e) Notwithstanding the provisions of this section, the secretary of revenue may
permit the commissioner of internal revenue of the United States, or the proper
official of any state imposing an income tax, or the authorized representative of
either, to inspect the income tax returns made under this act and the secretary of
revenue may make available or furnish to the taxing officials of any other state or
the commissioner of internal revenue of the United States or other taxing officials
of the federal government, or their authorized representatives, information
contained in income tax reports or returns or any audit thereof or the report
of any investigation made with respect thereto, filed pursuant to the income tax
laws, as the secretary may consider proper, but such information shall not be
used for any other purpose than that of the administration of tax laws of such
state, the state of Kansas or of the United States.
(f) Notwithstanding the provisions of this section, the secretary of revenue may:
(1) Communicate to the executive director of the Kansas lottery information as to
whether a person, partnership or corporation is current in the filing of all
applicable tax returns and in the payment of all taxes, interest and penalties
to the state of Kansas, excluding items under formal appeal, for the purpose
of determining whether such person, partnership or corporation is eligible to
be selected as a lottery retailer; and
(2) communicate to the executive director of the Kansas racing commission as to
whether a person, partnership or corporation has failed to meet any tax obligation
to the state of Kansas for the purpose of deter mining whether such person,
partnership or corporation is eligible for a facility owner license or facility
manager license pursuant to the Kansas parimutuel racing act-and
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(g) Nothing in this section shall be construed to allow disclosure of the amount of
income or any particulars set forth or disclosed in any report, return, federal
return or federal return information, where such disclosure is prohibited by the
federal internal revenue code as in effect on September 1, 1996, and
amendments thereto, related federal internal revenue rules or regulations, or
other federal law.

Sec. 32. K.S.A. 79-3614 is hereby amended to read as follows: 79-3614. All
information received by the director from returns filed under this act, or from any
investigations conducted under the provisions of this act, shall be confidential,
except for official purposes, and it shall be unlawful for any officer or employee of
such director to divulge any such information in any manner, except in
accordance with a proper judicial order, or as provided in K.S.A. 74-2424, and
amendments thereto. The post auditor shall have access to all such information
in accordance with and subject to the provisions of subsection (g) of K.S.A. 46-
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1106, and amendments thereto. Nothing in this section shall be construed to
prohibit the disclosure of taxpayer information from sales tax returns to persons
or entities contracting with the secretary of revenue where the secretary has
determined disclosure of such information is essential for completion of the
contract and has taken appropriate steps to preserve confidentiality.

Netwnhstandummpmwen&eﬂmg%eehenﬁh&seeretaw—eﬂevammay
%W%MM&%AW person rece:vmg any such

information pursuant to this section shall be subject to the same duty of
confidentiality imposed on officers and employees of the department of revenue
by this section and shall be subject to any civil or criminal penalties imposed by
law for violations of such duty of confidentiality.

And renumber the remaining sections.
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confidential communication shall upp]y to inves-
tigations or pmwvdmtrs conducted puwrsuant to
this section, The hehavioral sciences regulatory
board and its e mpluya , agents and representa-
tives shall keep in umhdcnw the content and the
names of any clients or patients whose records are
reviewed during the course ol investigations and
proceed 111]0 s pursuant to this section.

(e) In all matters pending before the behav-
ioral sciences regulatory board, the board shall
have the power to revoke the hLE‘llSE‘ or registra-
tion of any licensee or 1e&15t1dnt who vohmtm ily
swrrenders such person’s license or registration
pending investigation of misconduct or while
charges of misconduct against the licensee are
pending or antieipﬂted

(f) In all matters pending before the behav-
ioral sciences regulatory board, the board shall
have the option to censure the licensee or regis-
trant in lieu of other disciplinary action.

History: L. 1980, ch. 242, § §; L. 2001, ch.
154, § 1; 1. 2004, ch. 16, § 6; July 1.

Law Review and Bar Journal References:

“A Species unto themselves: Professional disciplinary ac-
tions,” Mary Feighnyv and Camille Nohe, 71 JK.B.A. No. 6,
29 (2002).

Article 80.—KAMNSAS, INC.

TA-BOD. Kfmsas, Inc.; membership; ap-
pomhve members, qualifications, terms, va-
cancies. (a) There is hereby created a body politic
and coqzm'utg to be known as Kansas, Inc. Kansas,
Inc. is hereby constituted a public mstrumentality
and the exercise of the authority and powers con-
ferred by this act shall be deemed and held to be
the per formance of an essential governmental
function. Kansas, Inc. shall consist of 17 predom-
inately private sector members as follows:

(1) The governor of Kansas;

(2)  the secretary of the Kansas department of
commerce;

(3)  nine members who are appointed by l‘h(—‘
governor, subject o confirmation by the senate
pmwdcd in K.S.A. 75-4315h. and amer ldmeuts
thereto. Except as provided by K.S.A. 46-2601,
and wnendiments therelo, no 'pr‘rmn appointed
pursuant to this paragraph shall exercise any
power. duty or function as a member of Kansas,
Ine. until confirmed by the senate. Such members
shall he appointed as Tollows:

(A} One member from cuch of the primary
economic sectors in the skate il and

341

gas, and aviation—who are recognized for out-
standing knowledge and leader, slup in their fields;

(B) one meml)c o [rom one other primary, job
creating, value added business sector who is rec-
Olml/ed or outstanding knowledge and leader-
a]up in the member’s fwld

(C) two members from the private financial
sector, one of whom shall have experience in the
area of high-risk venture investments, and one of
whom shall have commercial banking experience
in an industry of special importance to the Kansas
economy, and both of whom are recognized for
Outstandlng lnowledge and eadmahlp in their
fields;

(D) one member representing labor who is
recognized for outstanding knowledge and lead-
ership in the member’s field;

(E) one member from the professional and
business services sector who is recognized for out-
standing knowledge and leadership in the mem-
ber’s field;

(F) one member who owns a small business
and who is recognized for outstanding knowledge
and leadership in that community of interest;

(4)  one member who serves as the command-
ing general of the Kansas cavalry;

(5) one memberwho is appomted by the state
board of regents from a Kansas university and who
is 1ecocrn14ed for outstanding l\nowledcre and lead-
ership in the field of economic d(,velopment,

(6) the speaker of the house, the house mi-
nority leader, the presicent of the senate, and the
senate minority leader or legislators who are ap-
pointed to replesent them and who will provide
continuity by virtue of their membership on the
standing committee on commerce of the senate,
the staﬁdiﬂg committee on economic develop-
ment of the house of representatives or the joint
committee on economic development.

(b) (1) State officers who are designated
members of Kansas, Ine. under subsection (a)(1),
(2), (4) and (6) shall serve by virtue of office or
position.

(2) Members appointed under subsection
(a)(6) shall be dppnmted for a term ending on the
lirst day of the regular legislative session in odd-
numbered years.

(3)  Except as provided by paragraph (5) ol
this subsection, the member appointed uncer
subsection (2)(5) shall serve for a term of four
years.

(4) Members appointed under subsection
(a)(3) shall serve for a term of four vears, except

Senate Eiom erc ommlttee
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STATE BOARDS, COMMISSIONS AND AUTHORITIES

that, of the members first appointed, two shall
serve [or a term of two years, three shall serve for
a term of three years, and two shall serve for a
term of four years.

(5) The terms of members appointed under
paragraphs (3) and (5) of subsection (1) and who
are serving on Kansas, Inc. on the effective date
of this act shall expire on January 15, of the year
in which such member’s term would have expired
under the provisions of this section prior to
amendment by this act. Thereafter, members
shall be appointed for terms of four years and until
their successors are appointed and confirmed.

(6) In case of a vacancy in the appointive
membership of Kansas, Inc., a successor shall be
appointed in like manner and subject to the same
qualifications and conditions as the original ap-
pointment of the member creating the vacancy.

History: L. 1986, ch. 298, § 2; L. 1993, ch.
136, § 9; L. 1995, ch. 241, § 16; L. 1996, ch. 88,
§ 7; L. 2003, ch. 154, § 68; July 1.

74-8062. Purpose. (a) The purpose of
Kansas, Inc. shall be to:

(1) Undertake ongoing strategic analysis in or-
der to determine the state’s areas of potential and
continuing competitive economic advantage and
disadvantage;

(2) oversee the formulation of economic de-
velopment policy and strategic planning for the
state;

(3) oversee the targeting of scarce state re-
sources by size and sector of economic activity and
by geographic location within the state in order to
enhance the state’s potential comparative eco-
nomic advantages;

(4) undertake continuing strategic planning
for the improvements of the state’s tax, regulatory
and expenditure policies to enhance the state’s po-
tential comparative economic advantages;

(5) oversee crisis management and opportu-
nity management of short term potential gains or
losses in economic activity through impact analy-
sis;

(6) serve in an advisory capacity to the Kansas
department of commerce;

(7) provide appropriate oversight to ensure
the successful implementation of Kansas Venture
Capital, Inc.;

(8) forge a supportive partnership with the
standing committee on commerce of the senate,
the standing committee on economic develop-
ment of the house of representatives and the joint

committee on economic development, the gov-
ernor and the secretary ol commerce, the Kansas
technology enterprise corporation, Kansas Ven-
ture Capital, Inc., Kansas certified development
companies, Kansas small business development
centers, Kansas public and private educational in-
stitutions, and other appropriate private and pub-
lic sector organizations in achieving the economic
goals of the state;

(9) establish goals, priorities and program
standards, and evaluate the effectiveness of state
economic development programs and policies ac-
cording to the goals, priorities and standards es-
tablished;

(10) institutionalize ongoing means of collab-
oration between the executive and legislative
branches, the business, agricultural and financial
sectors, educational institutions and local com-
munities to create a developing Kansas economy
the increasing innovation, creativity, diversity and
productivity of which is greater than any one sec-
tor can achieve acting alone; and

(11) review and evaluate the Kansas technol-
ogy enterprise corporation, the mMajor programs
and activities of the department of commerce, the
statewide risk capital system, the venture capital
tax credit, and the investments in research and
development activities tax credit.

History: L. 1986, ch. 298, § 1; L. 1990, ch.
283, § 1; L. 1993, ch. 136, § 10; L. 1996, ch. 88,
§ 8; L. 2003, ch. 154, § 69; July 1.

Attorney General’s Opinions:

Secretary of Transportation may delegate to assistant duty
of attending meetings of board of INK; c.f. 2002-52A. 2002-

o — Merg it &
74-8004. Duties in achieving purpose;

advice from public and professional entities;
cooperation and assistance of state agencies.
(a) In order to achieve its purpose as provided in
this act, Kansas, Inc. shall:

(1) Serve in an advisory capacity to the gov-
ernor, the Kansas department of commerce and
the standing committee on commerce of the sen-
ate, the standing committee on economic devel-
opment of the house of representatives and the
joint committee on economic development.

(2) Assume central responsibility to develop,
with the guidance of both the private and public
sectors, all facets of a comprehensive long term
economic development strategy.

(3) Coordinate the strategy development with
all other state and local agencies and offices and
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state educational institutions which do research
work, develop materials and programs, gather sta-
tistics, or which perform functions related to ec-
onomic development; and such state and local
agencies and offices and state educational insti-
tutions shall advise and cooperate with Kansas,
Inc. in the planning and accomplishment of the
strategy.

(4)  Evaluate and analyze the state’s economy
to guide the direction of future public and private
actions, and report and make recommendations to
the governaor, the department of commerce, and
the standing committee on commerce of the sen-
ate, the standing committee on economic devel-
opment of the house of representatives and the
joint committee on econcmic development with
respect to the state’s economy. The report to the
committee on commerce of the senate, the com-
mittee on economic development of the house of
representatives ancl the joint committee on eco-
nomic development under this subsection shall be
made by Kansas, Inc., either (A) by publishing
such report on the internet and by notifying each
member of the committees that the report is avail-
able and providing, as part of such notice, the uni-
form resource locator (URL) at which such report
is available, or (B) by submitting copies of such
report on CD-ROM or other electronically read-
able media to such committees.

(5) Oversee and evaluate the state’s economic
development activities on an ongoing basis
through the establishment of goals, priorities per-
formance standards and the periodic program au-
dit of those goals, priorities and performance stan-
dards.

(6) Oversee the implementation of the state’s
economic development plan and monitor updates
of that plan.

(7)  Provide appropriate ()ve.rsight‘ to ensure
the successtul implementation of Kansas Venture
Capital, Inc.

(8) Oversee the targeting of scarce state re-
sources h_\.' size and sector of e_cmmmic activi ty and
by geographic location within the state in order to
enhance the state’s pc)tt‘nlinl comparative eco-
nomic advantages.

(9)  BReview and evaluate the annual reporks of
the (,l(—‘p;n‘l'menl' ol commerce, Kansas tech nnlt'lgy
enterprise corporation and Kansas Venture Cap-
ital, Ine. Kansas, Ine., shall transmit recommen-
dations concerning the agencies™ activities to the
governor and the legislature no later than Septem-
her 1 ol each vear.

Senate Co
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(10)  Evaluate and report on the elfectiveness
of the activities of the Kansas bioscience authority
as provided in K.S.A. 2004 Supp. 74-99b09. ’

(b) Kansas, Inc., shall seek advice [rom the
general public and from professional associations,
academic groups and institutions and individuals
with knowledge of and interest in areas of eco-
nomic development and planning.

(¢c) The department of commerce and all
other interested state agencies shall cooperate
with Kansas, Inc., in prmdding information and
other assistance as may be requested for the per-
formance of its duties with respect to the state’s
economic development plan.

History: L. 1986, ch. 298, § 4; 1. 1990, ch.
283, § 2; L. 1993, ch. 136, § 11; L. 1996, ch. 88,
§ 9; L. 2002, ch. 151, § 7; L. 2003, ch. 154, § 70.
L. 2004, ch. 112, § 53; July 1.

T4-3005. Chief executive officer, selec-
tion, qualifications, employment agreement,
compensation, powers and duties; employ-
ees; contracts; gifts, donations and grants; in-
applicability of state purchasing laws. (a) Kan-
sas, Inc., subject to the approval of the governor,
shall hire a person to serve as chief executive of-
ficer and president of Kansas, Inc. Kansas, Inc.
shall conduct a national search and select a cor-
poration president who meets a national standard
of experience, ability and initiative for similar po-
sitions. The president shall be in the unclassified
service under the Kansas civil service act and shall
serve at the pleasure of Kansas, Ine. Kansas, Inc.
may negotiate and enter into an employment
agreement with the individual selected as corpo-
ration president which may provide for such com-
pensation and such provisions for allowances.
benefits and expenses as may be included in such
agreement. Kansas, Inc. is authorized to malke all
payments and payroll deductions as may be re-
quired under such agreement.

(b)  The president shall direct and supervise
the general management of the corporation and a
small core stafl of analysts. The president:

(1) May employ and terminate such other
employees as designated by the members of Kan-
sas, Inc. Such emplovees shall be in the unclassi-
fied service ninder the Kansas civil service act:

(2)  shall attend board meetings; and

(3)  shall keep a record of all proceedings and
maintain and be custodian of all financial and op-
erational records, documents and papers  filed
with Kansas. Inc.

mm rceiCommittee
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(¢) Kansas, Inc. is hereby authorized to ne-
goliate and enter into contracts for professional
consulting and research services, and may enter

into such contracts jointly with the department of

commerce.

() Kansas, Inc. is authorized to accept gilts,
donations and grants.

(e) Kansas, Inc. is not subject to state pur-
chasing laws.

History: L. 1986, ch. 298, § 5; L. 1987, ch.
317, 8 7, L. 1993, ch. 136, § 12; L. 1995, ch. 255,
§ 3. L. 1996, cli. 88, § 10; L. 2003, ch. 154, § 71;
July 1.

Attorney General’s Opinions:

Secretary of Transportation may delegate to assistant duty
of attending meetings of hoard of INK: c.l. 2002-52A. 2002-
52,

T4-BOBE. Annual  report;  contents;
transmittal to governor and legisiature. Kan-
sas, Inc. shall publish an annual report for the gov-
ernor, legislature, citizens and media of Kansas.
The report shall include:

(a) An analysis of the current state of and
emerging trends in the Kansas economy over the
next decade.

(b) An evaluation of the effectiveness of state
economic development policies and programs in
meeting the goals of the state economic plan by
size of enterprise, sector of economic activity and
location within Kansas, and in comparison with
other states.

(c) A listing in order of priority of recommen-
dations for initiatives that will further the effective
implementation of the state economic develop-
ment plan.

(d) A synopsis of the activities of Kansas, Inc.
during the previous fiscal year.

(e) The report shall be transmitted annually
to the governor and the legislature on October 1
in coordination with the Kansas technology enter-
prise corporation and the department of com-
merce.

History: L. 1986, ch. 298, § 6; L. 1996, ch.
88, § 2; L. 2003, ch. 154, § 72; July 1.

T4-BHET. Staff and assistance. The sec-
retary of commerce shall provide to Kansas, Inc.
such staff and other assistance as may be re-
quested thereby.

Efistory: L. 1986, ch. 298, § 7; 1.. 1996, ch.
88, § 3; L. 2003, ch. 154, § 73; Tuly 1.

T A-BhG .

Attorney General’s Opinions:

Secretary of Transportation may delegale Lo assistant duty
ol attending meetings of board of INK; ¢l 2002-52A, 2002-
He,

TA-LPEP. Beview and evaluation of state
economic development programs and activi-
ties; recommendations to legislature. (1) Kan-
sus, Inc. shall review and evalnate the eflective-
ness of economic development programs and
activities within the state, including, but not by
way of limitation, the Kansas technology enter-
prise corporation prograins and activities, the ma-
jor programs and activities of the department of
commerce, the statewide risk capital system, the
venture capital tax credit, and the research and
development activities tax credit. The effective-
ness of the research and development activities tax
credit shall be measured by the extent to which
the tax credit encourages innovation and devel-
opment of new value-added products and proc-
esses which will lead to the commercialization of
new products and processes by primary job cre-
ating Kansas businesses.

(b) Kansas, Inc. shall periodically conduct a
review and evaluation of economic development
programs and activities. The review and evalua-
tion should include:

(1) A performance analysis of the extent to
which the purposes of the acts providing for the
programs and activities have heen achieved; and

(2) the economic and fiscal impact of the pro-
grams and activities on the state’s economy and
jobs created.

(c) Based on the findings of its review and
evaluation, Kansas, Inc. will recommend to the
legislature the continuation in effect, modifica-
tion, or repeal of the acts providing for the pro-
grams and activities.

History: L. 1986, ch. 298, § 10; L. 1996, ch.
88, § 5; L. 2003, ch. 154, § 74; July 1.

74-8017. Annual report evaluating cost
effectiveness of tax credits and exemptions;
submission to legislature; questionnaires. On
and after January 1, 2003, it shall be the duty of
Kansas, Inc. to prepare an annual report evaluat-
ing the cost effectiveness of the various income
tax credits and sales tax exemptions enacted to en-
courage economic development within this state
and submit the same to the standing committees
on taxation and economic development of the
house and assessment and taxation and commerce
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of the senate at the beginning of each regular ses-
sion of the legislature. The secretary ol revenue,
in consultation with the president of Kansas, Inc.,
shall develop a questionnaire on the utilization of
state income tax eredits and sales tax exemptions
that shall be completed by all corporate taxpayers
that: (1) Are subject to state income lax and (2)
utilize any of the state income tax credits and ex-
emptions described in subsections (a) through (i)
below that shall be submitted to the department
of revenue concurrently with the filing of an an-
nual corporate income tax return. The secretary
shall provide the completed questionnaires to
Kansas, Inc. for use in the preparation of such
annual report. The questionnaire shall require re-
spondents to indicate utilization of the following
credits and exemptions:

(a) Income tax credits authorized under the
provisions of the job expansion and investment
credit act of 1976 and acts amendatory thereof
and supplemental thereto;

(b) ~income tax credits for expenditures in re-
search and development activities authorized by
K.S.A. 79-32,182, and amendments thereto;

(¢) income and financial institutions privilege
tax credits for cash investment in stock of Kansas
Venture Capital, Inc. authorized by K.S.A. 74-
8905 and 74-8206, and amendments thereto;

(d) income tax credits for cash investment in
certified Kansas venture capital companies au-
thorized by K.S.A. 74-8304, and amendments
thereto;

(e) income tax credits for cash investment in
certified local seed capital pools authorized by
K.5.A. 74-8401, and amendments thereto,

() income tax credits for investment in the
training and education of qualified firms’ employ-
ees authorized by K.S.A. 74-50,132, and amend-
ments thereto,

(g) sales tax exemptions for property or serv-
ices purchased for the purpose of and in conjunc-
tion with construeting, reconstructing, en]ﬂl‘giﬂg
or remodeling a business, or retail business meet-
ing the requirements of K.S.A. 74-50.115, and
amendments thereto, and machinery and equip-
ment lor installation at such business or retail
business authorized by subsection (ce) of K.5.A.
79-3606, and amendments thereto,

(h) sales tax exemptions for machinery and
equipment used directly and primarily for the
purposes of mamuiacturing, assembling, process-
ing, finishing, storing, warehousing or distributing
articles of tangible personal property in this state

345

intended for resale by a manufacturing or proc-
essing plant or facility or a storage, warehousing
or distribution facility. The secretary of revenue
shall provide the completed questionnaires and
copies of sales tax exemption certificates to Kan-
sas, Inc. for the preparation of such report;

(i) distribution from the special economic re-
vitalization fund pursuant to the provisions of the
economic revitalization reinvestment act, K.S.A.
2004 Supp. 74-50,136, and amendments thereto;
and

(i) special obligation bonds authorized by
K.S.A. 12-1774, and amendments thereto. ’

History: L. 1994, ch. 188, § 1; L. 2001, ch.
164, § 1; L. 2002, ch. 99, § 1; L. 2003, ch. 153, §
9: L. 2004, ch. 180, § 12; ]uly 1.

Revisor’s Note:

Section was amended twice in 2003 session, see also 74-
8017a.

TA-BOLTn.

History: L. 1994, ch. 188, § 1; L. 2001, ch.
164, § 1; L. 2002, ch. 99, § 1; L. 2003, ch. 97, §
7; Repealed, L. 2004, ch. 180, § 18; July 1.

Article 81.—KANSAS TECHNOLOGY
ENTERPRISE CORPORATION

T4-BEGH. Kansas technology enterprise
corporation; creation; board of directors,
membership, qualifications, terms, compen-
sation and expenses; meetings; transacton of
business; corperate president; executive
committee, membership, duties. (a) There is
hereby created a body politic and corporate to be
lnown as the Kansas technology enterprise cor-
poration. The Kansas technology enterprise cor-
poration is hereby constituted a public instrumen-
tality and the exercise of the authority and powers
conferred by this act shall be deemed and held to
he the performance of an essential sovernmental
Function. i

(b) The corporation shall be governed by a
board of 20 directors who shall e residents of this
state. The board shall consist of (1) the governor
or, al the discretion of the governar, the secretary
of the department of commerce, (2) the secretary
of agrienlture, (3) four directors who are members
of the legislature appoin ted as provided in sub-
section ()(1), (4) four directors who are ap-
pointed by legislative officers as provided in sub-
section ()(2), and (5) ten directors appointed by
the governor subject to senate confirmation as
provided in K.5.A. 75-4315h. and amendments

Senate
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(6) In case of a vacancy in the appointive
membership of Kansas, Inc., a successor shall be
appointed in like manner and subject to the same
qualifications and conditions as the original ap-
pointment of the member creating the vacancy.

History: L. 1986, ch. 298, § 2. L. 1993, ch.
136, § 9; L. 1995, ch. 241, § 16; L. 1996, ch. 88,
§ 7; July 1.

Attorney General’s Opinions:

Kansas, Inc. and KTEC are state agencies subject to state
governmental ethics laws. 97-59.

J4-BBO2. Purpose. (a) The purpose of
Kansas, Inc. shall be to:

(1) Undertake ongoing strategic analysis in or-
der to determine the state’s areas of potential and
continuing competitive economic advzultage and
disadvantage;

(2) oversee the formulation of economic de-
velopment policy and strategic planning for the
state;

(3) oversee the targeting of scarce state re-
sources by size and sector of economic activity and
by geographic location within the state in order to
enhance the ‘state’s potential comparative eco-
nomic advantages;

(4) undertake continuing strategic planning
for the improyements of the state’s tax, regulatory
and expenditure policies to enhance the state’s po-
tential comparative economic advantages;

(5) oversee cﬁasis management and opportu-
nity managexﬁent_ of short term potential gains or
losses in economic activity through impact analy-
sis; is %

(6) serve in an advisory capacity to the Kansas
department of commerce and housing;

(7) provide appropriate oversight to ensure
the successful implementation of Kansas venture
capital, Inec.

(8) forge a supportive partnership with the
standing committee on commerce of the senate,
the standing committee on economic develop-
ment of the house of representatives and the joint
committee on economic development, the gov-

ernor and the secretary of commerce and housing,

the Kansas technology enterprise corporation,
Kansas venture capital, Inc., Kansas certified de-
velopment companies, Kansas small business de-
velopment centers, Kansas public and private ed-
ucational institutions, and other appropriate
private and public sector organizations in achiev-
ing the economic goals of the state;

(9) establish goals, priorities and progran
standards, and evaluate the effectiveness of state
economic development programs and policies ac.
cording to the goals, priorities and standards es.
tablished,

(10)  institutionalize ongoing means of collab.
oration between the executive and legislative
branches, the business, agricultural and {inancia
sectors, educational institutions and local com-
munities to create a developing Kansas economy
the increasing innovation, creativity, diversity and
productivity of which is greater than any one sec-
tor can achieve acting alone; and

(11) review and evaluate the Kansas technol-
ogy enterprise corporation, the major programs
and activities of the department of commerce and
housing, the statewide risk capital system, the ven-
ture capital tax credit, and the investments in re-
search and development activities tax credit.

History: L. 1986, ch. 298, § 1; L. 1990, ch.
283, § 1; L. 1993, ch. 136, § 10; L. 1996, ch. 88,
§ 8; ]uly 1;

Attorney General’s Opinions:

Kansas, Inc. and KTEC are state agencies subject to state
governmental ethics laws, 97-59.

T4-3003. Officers; meetings; expenses
of members. (a) The governor shall serve as co-
chair of Kansas, Inc. The other co-chair shall be
elected from among the private sector members.
A vice-chair shall be elected from among all the
members. Kansas, Inc. shall meet at least once
each calendar quarter and at such other times des-
ignated upon the call of the governor or deter-
mined by the board of directors.

(b) Members of Kansas, Inc. attending meet-
ings thereof, or attending a subcommittee meet-
ing thereof authorized by Kansas, Inc., shall be
paid amounts provided in subsection (e) of K.S.A.
75-3223 and amendments thereto.

History: L. 1986, ch. 298, § 3; L. 1996, ch.
88, § 1; July 1.

Attorney General’s Opinions:

Kansas, Inc. and KTEC are state agencies subject to state
governmental ethics laws. 97-59,

"{4-8084. Duties in achieving purpose;
advice from public and professional entities;
cooperation and,:lassistance of state agencies.
(a) In order to achieve its purpose as provided in
this act, Kansas, Inc. shall:

(1) Serve in an advisory capacity to the gov-
ernor, the Kansas department of commerce and
housing and the standing committee on com-
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merce of the senate, the standing committee on
new economy of the house of representatives and
the joint committee on economic development.

(2) Assume central responsibility to develop,
with the guidance of both the private and public
sectors, all facets of a comprehensive long term
economic development strategy.

(3) Coordinate the strategy development with
all other state and local agencies and offices and
state educational institutions which do research
work, develop materials and programs, gather sta-
tistics, or which perform functions related to ec-
onomic development; and such state and local
agencies and offices and state educational insti-
tutions shall advise and cooperate with Kansas,
Inc. in the planning and accomplishment of the
strategy. %

(4)  Evaluate and analyze the state’s economy
to guide the direction of future public and private
actions, and report and make recommendations to
the governor, the department of commerce and
housing, and the standing committee on com-
merce of the senate, the standing committee on
new economy of the house of representatives and
the joint committee on economic development
with respect to the state’s economy. The report to
the committee on commerce of the senate, the
committee on new economy of the house of rep-
resentatives and the joint committee on economic
development under this subsection shall be made
by Kansas, Inc., either (A) by publishing such re-
port on the internet and by notifying each mem-
ber of the committees that the report is available
and providing, as part of such notice, the uniform
resource locator {(URL) at which such report is
available, or (B) by submitting copies of such re-
port on CD-ROM or other electronically readable
media to such committees.

(5) Oversee and evaluate the state’s economic
development activities on an ongoing basis
through the establishment of goals, priorities per-
formance standards and the periodic program au-
dit of those goals, priorities and performance stan-
dards.

(6) Oversee the implementation of the state’s
economic development plan and monitor updates
of that plan.

(7) Provide appropriate oversight to ensure
the successful implementation of Kansas venture
capital, Inec.

(8) Oversee the targeting of scarce state re-
sources by size and sector of economic activity and
by geographic location within the state in order to

1001

enhance the state’s petential compﬂrative eco-
nomic advantages.

(9) Review and evaluate the annual reports of
the department of commenrce and housing, Kansas
technology enterprise corporation and Kansas
venture capital, Inc. Kansas, Inc., shall transmit
recommendations concerning the agencies’ activ-
ities to the governor and the legislature no later
than September 1 of each year.

(b) Kansas, Inc., shall seek advice from the
general public and from professional associations,
academic groups and institutions and individuals
with knowledge of and interest in areas of eco-
nomic development and planning.

(c) The department of commerce and hous-
ing and all other interested state agencies shall
cooperate with Kansas, Inc., in providing infor-
mation and other assistance as may be requested
for the performance of its duties with respect to
the state’s economic development plan.

History: L. 1986, ch. 298, § 4; L. 1990, ch.
983, § 9; T.. 1993, ch. 136, § 11; L. 1996, ch. 88,
§ 9; L. 2002, ch. 151, § 7 July 1.

7 4-3005. Chief executive officer, selec-
tion, qualifications, employment agreement,
compensation, powers and duties; employ-
ees; contracts; gifts, donations and grants; in-
applicability of state purchasing laws. (a) Kan-
sas, Inc., subject to the approval of the governor,
shall hire a person to serve as chief executive of-
ficer and president of Kansas, Inc. Kansas, Inc.
shall conduct a national search and select a cor-
poration president who meets a national standard
of experience, ability and initiative for similar po-
sitions. The president shall be in the unclassified
service under the Kansas civil service act and shall
serve at the pleasure of Kansas, Inc. Kansas, Inc.
may negotiate and enter ‘mto an employment
agreement with the individual selected as corpo-
ration pl‘esident which may p_rovide for such com-
pensation and such provisions for allowances,
benefits and expenses as may be included in such
agreement. Kansas, Inc. is authorized to make all
payments and puymll deductions as may be re-
quired under such agreement.

(b) The president shall direct and supervise
the general management of the corporation and a
small core stafl of analysts. The president:

(1) May employ and terminate such other
employees as designated by the members of Kan-
sas, Inc. Such employees shall be in the unclassi-
fied service under the Kansas civil service act;

Senate Commerce
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(2)  shall attend board meetings; and

(3) shall keep a record of all proceedings and
maintain and be custodian of all financial and op-
erational records, documents and papers [iled
with Kansas, Inc.

(¢) Kansas, Inc. is hereby authorized to ne-
gotiate and enter into contracts for professional
consulting and research services, and may enter
into such contracts jointly with the department of
commerce and housing,

(d) Kansas, Inc. is authorized to accept gifts,
donations and gr:mts.

(e) Kansas, Inc. is not subject to state pur-
chasing laws.

History: L. 1986, ch. 298, § 5; L. 1987, ch.
317, § 7; L. 1993, ch. 136, § 12; L. 1995, ch. 255,
§ 3; L. 1996, ch. 88, § 10; July 1.

Attorney General’s Opinions:
Kansas, Inc. and KTEC are state agencies subject to state
governmental ethics laws. 97-59.

4-8006. Annual report; contents; trans-
mittal to governor and legislature. Kansas,
Inc. shall publish an annual report for the gover-
nor, legislature, citizens and media of Kansas. The
report shall include:

(a) An analysis of the current state of and
emerging trends in the Kansas economy over the
next decade.’ \

(b) An e’valuétion of the effectiveness of state
economic develoliment policies and programs in
meeting the goals of the state economic plan by
size of enterprise, sector of economic activity and
location within Kansas, and in comparison with
other states! ‘

(c) Alisting in order of priority of recommen-
dations.for initiatives that will further the effective
implementation of the state economic develop-
ment plan.

(d) A synopsis of the activities of Kansas, Inc.
during the previous fiscal year.

(e) The report shall be transmitted annually
to the governor and the legislature on October 1
in coordination with the Kansas technology enter-
prise corporation and the department of com-
merce and housing,

History: L. 1986, ch. 298, § 6; L. 1996, ch.
88, § 2; July 1.

TA4-BOGT. Staff and assistance. The sec-
retary of commerce and housing shall provide to
Kansas, Inc. such staff and other assistance as may
be requested thereby.

History: L. 1986, ch. 298, § 7; L. 1996, ch,
88, § 3; July L.

74-BOGE.

History: L. 1986, ch. 298, § 8; Repealed, L.
1996, ch. 88, § 11; July L

74-800Y.

History: L. 1986, ch. 208, § 9; L. 1988, ch.

311, § 1; Repealed, L. 1990, ch. 283, § 6; July 1.

74-800%a. Declaration as public-pri-
vate partnership; financing of annual budget;
authorization to contract, receive donations,
contributions and grants; monthly report of
private fund expenditures; annual financial
report. (a) Kansas, Inc. is a public-private part-
nership. The state shall provide an annual appro-
priation to fund the salaries and operating ex-
penses of the agency, as well as research and
evaluation activities conducted at the request of
the executive or legislative branches. Private funds
shall be raised to support the economic develop-
ment research and education programs and re-
lated activities.

(b) Xansas, Inc. is authorized to enter into
contracts with, and to receive donations, contri-
butions and grants from individuals, corporations,
private foundations and other governmental and
non-governmental entities for the purpose of ful-
filling its mission and duties. It may also receive
in-kind contributions in the form of personnel,
services, equipment or other items of value.

(¢) The president of Kansas, Inc. shall provide
a monthly report on the expenditure of private
funds to the division of accounts and reports. An
annual financial report shall be made to the board
of directors which itemizes and accounts for the
receipt and expenditure of all non-state funds and
contributions received.

History: L. 1990, ch. 283, § 3; L. 1996, ch.
88, § 4; July 1.

4-3010. Review and evaluation of state
economic development programs and activi-
ties; recommendations to legislature. (a) Kan-
sas, Inc. shall review and evaluate the effective-
ness of economic development programs and
activities within the state, including, but not by
way of limitation, ‘the Kansas technology enter-
prise corporation’programs and activities, the ma-
jor programs and activities of the department of
commerce and housing, the statewide risk capital
system, the venture capital tax credit, and the re-
search and development activities tax credit. The
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effectiveness of the research and development ac-
tivities tax credit shall be measured by the extent
to which the tax credit encourages innovation and
development of new value-added products and
processes which will lead to the commercializa-
tion of new Products and processes by primary job
creating Kansas businesses.

(b) Kansas, Inc. shall periodically conduct a
review and evaluation of economic development
programs and activities. The review and evalua-
tion should include:

(1) A performance analysis of the extent to
which the purposes of the acts providing for the
programs and activities have been achieved; and

(2) the economic and fiscal impact of the pro-
grams and activities on the state’s economy and
jobs created.

(¢) Based on the findings of its review and
evaluation, Kansas, Inc. will recommend to the
legislature the continuation in effect, modifica-
tion, or repeal of the acts providing for the pro-
grams and activities.

History: L. 1986, ch. 298, § 10; L. 1996, ch.
88, § 5; July 1.

= A.80EE. Review and evaluation of Kan-
sas, Inc. by joint legislative committee on ec-
onomic development. The joint legislative com-
mittee on economic development shall review and
evaluate the effectiveness of Kansas, Inc. The ef-
fectiveness of Kansas, Inc. shall be measured by
the extent to which it achieves the purposes as-
cribed to it by this act.

History: L. 1986, ch. 298, § 11; L. 1990, ch.
983, § 5; L. 1996, ch. 88, § 6; July L.

¥4-8012. Employees of Kansas, Inc.
(a) Except as provided in subsection (h) of
K.S.A. 74-8003 and amendments thereto, for
members of Kansas, Inc., the provisions of article
32 of chapter 75 of the Kansas Statutes Annotated,
any acts amendatory thereof or supplemental
thereto, and any rules and regulations adopted
thereunder, shall not apply to officers or employ-
ees of Kansas, Inc. Subject to policies established
by Kansas, Inc., the president of Kansas, Inc. or
the president’s designee shall be authorized to ap-
prove all travel and travel expenses of such officers
and employees.

(b) Nothing in this act or the act of which it
is amendatory shall be construed as placing any
officer or employee of Kansas, Inc. in the classi-
fied service under the Kansas civil service act.

1003

History: L. 1987, ch. 317, § 2; L. 1995, ch.
955, § 4; Dec. 17.
Attorney General’s Opinions:

Kansas, Inc. and KTEC are state agencies subject to state
governmental ethics laws. 97-59.

74-BO13. Moneys of Kansas, Inc.; dis-
position. (a) All state appropriations to or grants
of state appropriations to Kansas, Inc. shall remain
in the state treasury until expended or transferred
to other state agencies pursuant to the Kansas,
Inc. act.

(b) Except as provided in subsection (a), all
moneys received by Kansas, Inc. from gifts, do-
nations, grants or any other source outside the
state treasury may be placed in the state treasury
or may be maintained in interest-bearing accounts
in Kansas banks or Kansas savings and loan asso-
ciations until expended or otherwise disposed of
pursuant to the Kansas, Inc. act.

History: L. 1987, ch. 317, § 3; April 30.
Attorney General’s Opinions:

Kansas, Inc. and KTEC are state agencies subject to state
governmental ethics Jaws. §7-59.

74-2014. Citation of act. K.S.A. 74-8001
through 74-8014 and any amendments thereto
shall be known and may be cited as the Kansas,
Inc. act.

History: L. 1987,ch. 317, § L; April 30.
74-88E5. Reports of community and ec-

onomic development grants or loans. (a) As
used in this section “state agency” means any state
office or officer, department, board, commission,
institution, bureau or any agency, division or unit
within any office, department, board, commission
or other state authority or any person requesting
a state appropriation.

(b) On October 1, 1990, and annually there-
alter, state agencies making community and eco-
nomic development grants or loans shall submit
to Kansas, Inc., in a form prescribed by Kansas,
Inc., reports detailing community and economic
development grants or loans made by such state
agencies. Such reports shall include the identity
of the recipient of such loans or grants. Kansas,
Inc., shall provide annually, to the governor and
the legislature, a compilation of such reports.

History: L. 1990, ch. 294, § 1; July L.

T4-BOUG. Cost-benefit model for prop-
erty tax exemptions. Suhject to appropriations,
Kansas, Inc. shall develop, adapt or aclopt a uni-
form cost-benefit model for purposes of statewide

Senate %ﬁmmerce
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STATE BOARDS, COMMISSIONS AND AUTHORITLES

data collection and for evaluating industrial reve-
nue bond and economic development property
tax exemptions. The model shall be made availa-
ble to all cities and counties free of charge.
History: L. 1994, ch. 70, § 1; July 1.

Law Review and Bar Journal References:

“Avoiding Economic Injury: Considerations in the Appli-
cation ol the Economic Development Exemption,” J. K. Wil-
son, 4 Kan. J.L. & Pub. Pol'y, No. 2, 51, 52 (1995).

74-8017. Annual report evaluating cost
effectiveness of tax credits and exemptions;
submission to legislature; questionnaires;
procedures for disclosure of taxpayer infor-
mation. On and after January 1, 2003, it shall be
the duty of Kansas, Inc. to prepare an annual re-
port evaluating the cost effectiveness of the vari-
ous income tax credits and sales tax exemptions
enacted to encourage economic development
within this state and submit the same to the stand-
ing committees on taxation and economic devel-
opment of the house and assessment and taxation
and commerce of the senate at the beginning of
each regular session of the legislature. The sec-
retary of revenue, in consultation with the presi-
dent of Kansas, Inc., shall develop a questionnaire
on the utilization of state income tax credits and
sales tax exemptions that shall be completed by all
corporate taxpayers subject to state income tax
that shall be submitted to the department of rev-
enue concurrently with the filing of an annual cor-
porate income tax return. The secretary shall pro-
vide the completed questionnaires to Kansas, Inc.
for use in the preparation of such annual report.
The questionnaire shall require respondents to in-
dicate utilization of the following credits and ex-
emptions:

(a) Income tax credits authorized under the
provisions of the job expansion and investment
credit act of 1976 and acts amendatory thereof
and supplemental thereto;

(b) income tax credits for expenditures in re-
search and development activities authorized by
K.S.A. 79-32,182, and amendments thereto;

(¢) income and financial institutions privilege
tax credits for cash investment in stock of Kansas
Venture Capital, Inc. authorized by K.S.A. 74-
8205 and 74-8206, and amendments thereto;

(d) income tax credits for cash investment in:
certified Kansas venture capital companies au-

thorized by K.S.A. 74-8304, and amendments
thereto;

(¢) income tax credits for cash investment in
certified local seed capital pools authorized by
K.5.A. 74-8401, and amendments thereto;

(f) income tax credits for investment in the
training and education of gualified firms’ employ-
ees authorized by K.S.A. 74-50,132, and amend-
ments thereto; i

(g) sales tax exemptions for property or serv-
ices purchased [or the Pl.]li‘)OSE: of and in conjunc-
tion with constructing, reconstructing, cnlarging
or remodeling a business, or retail business meet-
ing the requirements of K.S.A. 74-50,115, and
amendments thereto, and machinery and equip-
ment for installation at such business or retail
business authorized by subsection (cc) of K.S.A.
79-3606, and amendments thereto; and

(h) sales tax exemptions for machinery and
equipment used directly and primarily for the
purposes of manufacturing, assembling, process-
ing, finishing, storing, warehousing or distributing
articles of tangible personal property in this state
intended for resale by a manufacturing or proc-
essing plant or facility or a storage, warehousing
or distribution facility. The secretary of revenue
shall provide the completed questionnaires and
copies of sales tax exemption certificates to Kan-
sas, Inc. for the preparation of such report.

History: L. 1994, ch. 188, § 1; L. 2001, ch.
164, § 1; L. 2002, ch. 99, § 1; July 1.

Revisor’s Note:

Section was also amended by L. 2001, ch. 133, sec. 1, but
that version was repealed by L. 2001, ch. 164, sec. 2.

Article 81.—KANSAS TECHNOLOGY
ENTERPRISE CORPORATION

Cross References to Related Sections:

Legislative standing and joint committees on economic de-
velopment, see 46-1801 et seq.

Department of commerce and housing, see ch. 74, art. 50.

Kansas, Inc., see ch. 74, art. 80.

Kansas Venture Capital, Inc., see ch. 74, art. 83.

Kansas statewide risk capital system, see ch. 74, art. 82.

Statewide planning and research, see ch. 75, art. 48.

Research and development activities tax credit, see 79-
32,182.

Kansas economic opportunity initiatives fund, see 74-
50,151.

Law Review and Bar Journal References:
“Private Financing For Small Businesses,” Charles D. Lee,
58 J.K.B.A. No. 9, 15 (1989).

. 74-810L. Kansas technology enterprise
corporation; creation; board of directors,
membership, qualifications, terms, compen-
sation and expenses; mleetings; transaction of
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QFFICE OF [4E GOVERYOR RATHLEEY SESELIYS, soverxor

Greetings:

The Annual Report for 2004 from Kansas, Inc. has a theme of tradition. Tradition in the sense

that, the state and her citizens, have from the first risk takers seeking to settle Kansas to today’s
emerging entrepreneurs chose to assume the challenge of battling great odds to reach goals many
think unobtainable. Our traditions include that spirit of testing our imagination, strength, and
resolve to help this state reach its potential.

| believe we must take risks and think outside the box to succeed. Kansas, Inc., is committed to
both by:

e [mplementing a research agenda that addresses issues critical to our future:
e Addressing tough and controversial issues; and,
e Conducting research that provides a mare in-depth understanding of our economy and trends.

Along with Jerry Lanergan, former Kansas, Inc. board member Jerry Karr served a valuable role
guiding a group of dedicated Kansans in addressing the difficult and highly charged issue of
incorparating wind development in ane of our state's most unigue and ecologically sensitive
areas—the Flint Hills.

In my role as co-chair of Kansas, Inc., | see an organization that draws on the tradition of embracing
change and providing a framework for state leaders to move successfully to tomorrow.

(it St

Kathleen Sebelius

Governor of Kansas
Cagizal, 200 S® 100 dve | Sre. 2029 Teseka K% S4512-1%9)
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To all Kansans:

Fiscal Year 2004 has been one of transition and growing as Kansas, Inc. began the year searching for a
President. With the hiring of Jerry Lonergan, the organization began the process, as noted in the Fiscal Year
2003 annual report, of “Building on a Foundation” to create an increased awareness of Kansas, Inc. and its
potential to be an active and imaginative leader of the state’s economic development effort.

Much activity has occurred over the past year designed to again have Kansas, Inc. serve as the initiator of
big ideas, questioner of the status quo, and leader in recognizing emerging trends that will impact the state.
Many people and organizations played significant roles in this process. The Governor's invitation to serve

as co-chair of the Wind and Prairie Task Force established a renewed prominence to Kansas, Inc. and fully
engaged us in an important and controversial issue.

Lieutenant Governor John Moare, in his role as Secretary of Commerce, and Tracy Taylor, President of
Kansas Technology Enterprise Corporation have been instrumental in fostering a cooperative partnership
among the state’s three principal economic development organizations that is necessary for our state's
success. Both in program development and budget planning, the three entities are seeking to present a
coordinated front.

The Legislature's enhancement of the Kansas, Inc. budget for expansion of its research program will

assist in the review of existing and proposed programs. In enabling legislation for the two major economic
development initiatives, Bioscience Authority and Entrepreneurship Center, the Legislature assigned Kansas,
Inc. the responsibility of evaluating the effectiveness of these actions. We view the passage of these
_economic development bills as the most important economic development legislation since the 1980°s.

Last, but not |east, there is increased support by the private sector in again partnering in the research,
strategic planning, and evaluation roles that have traditionally been Kansas, Inc.’s focus. We have every
confidence that the commitment we made to the Legislature to leverage state monies for research
($100,000) with private sources will be met.

The support has been exceptional and we thank all those that have helped pravide the opportunity for
Kansas, Inc. to develop and now implement a research program that will move Kansas forward.

Lawrence L. McCants, Co-Chair Jerry Lonergan, President
Seniﬁ Commerce Committee
1l-0%
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Kansas,

Created by the 1986 Legislature, Kansas, Inc. is an
independent, objective, and non-partisan organization
designed to conduct economic development research
and analysis with a goal of crafting policies and recom-
mendations to insure the state’s ongoing competitive-
ness for economic growth.

To attain our mission, we undertake four primary activi-
ties: 1) developing and implementing a proactive and ag-
gressive research agenda; 2) identifying and promoting
strategies and policies from the research; 3) conducting
evaluation reviews and oversight of economic develop-
ment programs; and, 4} collabaration with economic
development entities and outreach to potential partners.

Kansas, Inc. is governed by a predominately private
sector 17-member, board of directors; co-chaired by the
Governor. Other members, as mandated by legislation,
include four members of the Legislative Leadership, a

Jnc. Ls...

representative from the Board of Regents, the Secretary
of Commerce, the Commanding General of the Kansas
Cavalry, a representative from labor, and eight members
from the private sector representing key Kansas indus-
trial sectors. Private sector members are appointed by
the Governor and confirmed by the Kansas Senate.

Since 1987, Kansas, Inc. research reports have covered
such diverse topics as: aviation, value-added agriculture,
business taxation, interstate banking, oil and gas, busi-
ness financing, workforce training, rural development,
and education. Through analysis and open dialogue,
Kansas, Inc. identifies policy options and builds the con-
sensus essential for concerted action on vital economic
issues. Kansas, Inc. is designed to be a public-private

partnership with expectations that state investments are
leveraged with other funds to maintain a strong research

portfolio.

L
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In mid-September 2003 the Kansas, Inc. board of directors ~ outreach, towards the end of Fiscal Year 2004, the
welcomed Jerry Lonergan as the organization's fourth Kansas, Inc. board planned a meeting in Winfield that
president. The focus of the remaining nine months of the was to include a tour of board member Stan Ahlerich’s
state fiscal year was re-establishing a stronger presence farm operation. A lesson in the challenges of Kansas

of Kansas, Inc. throughout the state. Qutreach efforts, agriculture was learned when a May hail storm caused
centered on extensive statewide travel, discussions and significant damage to wheat crops in South Central
listening to organizations and individuals to understand Kansas necessitating moving the board meeting to July,
the issues impacting the state. As part of organization the first month of Fiscal Year 2005.

2004 - 2005 Research Prospectus: A first major focus as new leadership came to Kansas, Inc.
was to engage in extensive discussions to define a set of research topics critical to the state. Eight are identified, that
will invalve outside expertise and contracting; they are the focus of efforts for outside financial support and are:

° Economy of Minority/Immigrant Populations

° Economy of Aging Population

° Competitive Challenge for the Future of Agriculture Commodities

° Bioscience Authority and Entrepreneurship Center Evaluation
Planning

° Energy/Renewable Energy Strategies

° Healthcare Issues

° Understanding Entrepreneurship and the Challenges

° Assessment of the Motor Sports Racing Industry.

(complete descriptions are at the Kansas, Inc. website - www.kansasinc.org)

Internally, Kansas, Inc. staff will focus research in six areas, largely related to employment and urban/rural development issues.

Senate Commercg Committee
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Business Taxes and Costs - A
Cross-State Comparison:

Kansas, Inc. issued an update of its research comparing
business taxes and costs in Kansas with five surrounding
states. The update by the University of Kansas — Policy
‘Research Institute continued research that since 1988
has been conducted every two to three years to monitor
and compare costs and profits for a selected set of
industries.

From the beginning, the basic tenant is that a strategic
~ goal for Kansas is to be cost and tax competitive in the
region with a tax level that is neutral as a location and
retention factor coupled with superior quality public
services, Analyzing industries that range from capital-
intensive manufacturing to research and development
firms, Kansas total business cost was consistently in
the mid-range of the region (Colorado, lowa, Missouri,

Nebraska, and Oklahoma).

One interesting point was the contrast between
being the lowest tax and business cost state did not
necessarily translate into performance. Colorado, which

A

the model identifies as the highest cost state, actually
enjoyed the greatest employment growth over the past
ten years, as its total employment grew by 32.8%. Kansas
had employment growth of 20.2%. In contrast, Missauri,
frequently represented as a major Kansas competitor with
much lower taxes, grew by just over 12% in the same
time period.

Kansas, Inc. will continue to monitor the tax and cost area
to insure business can continue to have success in this
state. A goal of future research is to expand the analysis
to more states.

A Permanent Presence of the Film
Industry in Kansas:

During the 2004 Legislative session a subcommittee of
the House Economic Development Committee asked
Kansas, Inc. to review the film industry and trends,
proposals that had been received for promating film

in Kansas, and possible next steps for advancing the
industry in Kansas.

The film industry nationally is undergoing significant
international challenges from Canada and Eastern
European countries that offer much lower costs and
substantial incentives to attract film productions. This
“runaway" film preduction is forcing states to seek new
and innovative ways to attract film - increasing the overall
competitiveness for having films made in a state.

New Mexico, direct investment in films and Louisiana
innovative tax incentives are seen as strang examples of
state innovation. While Texas, and in particular Austin,
is presented as relying on a strategy of home-growing its
own industry.

Senatg Cf merce Committee
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Kansas, Inc. recommended that based on the breadth of policy issues, coupled with a rapidly changing technology
outloak, the state should take a longer term look at how best to attract a permanent presence of the film industry and
will conduct further research prior to the 2005 Legislative sessian.

Additional Kansas, Inc. research work in 2004
2002 Vitality and Distress Report

Grants and Loans: Report for Fiscal Year 2003
Sales Tax Exemption and Income Tax Credit Report for Tax Year 2002

(full reports and descriptions of planned research are available at the organization’s website):

Senate Co

nga(rgeige (Q/?mmit

tee

Attachment \3’?




57/;9 J(an:ia:i

POPULATION

The Kansas population in 2003 was estimated by the
U.S. Census Bureau to have reached 2,723,507, an
increase of 0.4% from the 2002 estmate. Nationally
the population increased 1% in 2003 and only eight
states had population growth rates lower than
Kansas. For comparison, Kansas, Inc. has historically
examined Kansas along with a region that contained
Arkansas, Colorado, lowa, Missouri, Nebraska, and
Oklahoma. In 2003, the collective population in the
region increased by 0.7%. lowa was the only state
to have population growth slower than Kansas with
an increase of 0.3%. However, with the exception of
Colorado at 1.1%, the other states in the region had
population growth rates comparable to Kansas.

Histaric population trends continued in Kansas
during 2003 with population growth centering in
urban areas. Johnson County recorded a population
of 486,515 in 2003, an increase of 10,506 people

or 2.2%, the highest population growth rate in

the state. Ness County {Southwest Kansas region)
recorded the largest percentage loss among
counties at 3.9%, while Wyandotte County recorded
the highest number reduction in population, losing
624 people in 2003.

The 17 Metrapolitan counties had an estimated
population increase of 15,429 people. This is a

£ |

conomy

percentage gain of 0.9%, inline with the national
average. Micropolitan counties increased by 235
people, and rural counties collectively lost 3,926
people. Eight rural counties gained population in
2003; four of these counties are located in and
around the Dodge City/Garden City/Liberal triangle in
Southwest Kansas.

WORKFORCE

Private Sector Employment Preliminary data faor the
first half of 2004 is encouraging regarding Kansas
turning around its private sector employment. The
Bureau of Labor Statistics private sector employment
data for Kansas in July 2004 shows 1,073,700
Kansans were employed, over 11,000 higher than
July 2003. It marks the first time in three years that
July totals in a current year were greater than the
July total in the previous year. The increase of 1.1%
is an indication of an impraving jobs outlook and

an encouraging sign that Kansas is positioned to
continue the economic recavery in the second half

of 2004 and poised for more robust growth in 2005.
Similar results were found in each state in the region
as well as nationally, indicating a more sustained
economic recavery may be taking place.

While the first six months of 2004 have been
positive, the annualized data for 2003 detailed

how Kansas was continuing to be impacted by the
national economic slowdown reparted in last year's
report. The economic slowdown continued in 2003
as Kansas lost employment for the third consecutive
year. The Kansas annual average employment shows
a private sector job loss of 38,200 (3.5% decline
since 2000). While disheartening, these rates are
comparable to the region’s 3.3% job loss. Nationally,
in the same time period, 2.6 million private sector
jobs have been lost (2.4% decline).

Senate Commerce Committee
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Employment by Industry Sector

In an effort to understand the quality of job creation in the state for 2003, Kansas, Inc. introduces a section
reviewing job creation by 20 majar industry sectors comparing job change in the ten higher paying industry
sectors to the 10 lower paying sectors using the state average wage rate of $31,485.

Kansas Department of Labor industry sector emplayment shows from 2002 to 2003, ten of the 20 industry
sectors experienced an increase in emplayment levels. This compares to only seven sectors with job gains
from 2001 to 2002.

High-Wage Employment Levels

In the major ten industry sectors with wages above the state average — four sectors had job increases adding
1,973 new high-wage jobs, led by the Professional and Technical Services sector with a 1.7% increase ar 845
new jobs. Six sectors did lose jobs as major shakeouts continue in durable goods production, management
services, and information technology. The Manufacturing sector, one of the highest paying in Kansas had the
largest numerical job loss, loosing 9,454 jobs in 2003, mirroring national trends where 4.8% of manufacturing

jobs were lost.

High-Wage Sector Employment Growth Rates
(Over $31,485 Annual Wage)

Utilities

Management of Companies and Enterprises
Information

Finance and Insurance

Wholesale Trade

Professional and Technical Services

Manufacturing
Mining
Cunstruction
Transportation and Warehousing
-10 -8 -6 -4 -2 0 2 4
Percent Change

Low-Wage Employment Levels
The Health Care and Social Assistance sector had the highest employment growth of all 20 sectors, growing
by 2.5%, gaining nearly 3,500 jobs. Most important is that this substantial jobs growth was in the sector with

average wages ($30,413) just under the state average.

Senate Commerce Committee
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Six of the ten industry groups below the state average in wages increased employment, As Kansas moves out
of the economic slowdown it will be important to monitor where that employment growth is occurring and
how Kansas can effectively target all jobs but with a focus on the higher paying employment.

Low-Wage Sector Employment Growth Rate
(Under $31,485 Annual Wage)

Health Care and Social Assistance
Government

Real Estate, Rental,and Leasing

Educational Services

Agriculture, Forestry, Fishing, and Hunting
Administrative and Waste Services

Other Services, except Public Administration
Retail Trade

Arts, Entertainment, and Recreation
Accomadation and Food Services

-10 -8 N 4 2 0 2 4

Percent Change
Unemployment Levels
The unemployment rate in Kansas has consistently been below national averages and comparable to the
region. The 2003 Kansas unemployment rate was 5.4%. While an increase of 0.3% over 2002, in the region,
only lowa and Nebraska had lower 2003 annual unemployment rates at 4.5% and 4.0% respectfully.

Reflecting the positive direction the Kansas economy was heading since the start of 2004, the July 2004
unemployment rate for Kansas was 4.7%, a significantly decrease from last July’s 5.7%.

INCOME

In 2003, per capita income in Kansas grew by 3.6% to $29,935. Kansas had the seventh highest per capita
income growth in the nation. This increase in per capita income helped Kansas close the gap between its
per capita income and the national average. In 2002 per capita income in Kansas was 93.5% of the national
average and in 2004 it improved to 94.6% of the national average continuing a four-year trend of improving
the state’s position relative to the nation.
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99
98
97
96
95 -
94
93
92
91 —
90 —=

2000 2001 2002 2008 Senate jommer e (/Q)ommittee
At

{

Attachment j _ }/




States in the region also had strong growth in per capita income; Nebraska, Kansas and lowa were among
the top ten states in per capita income growth from 2002 to 2003. With the exception of Colorado, all percent
gains in the region were above the nation’s 2.3% per capita income growth. In the region only Nebraska, at
5.4%, had a higher growth rate than Kansas.

Per Capita Personal Income,
Growth Rates 2002-03

The major component to the high growth in Kansas and the region was the impact of increased earnings in
Natural Resources and Mining. Recognized as one of the state’s three critical industries, earnings in this
sector increased by 90.8% from 2002 to 2003. The nation reported earnings in Natural Resources and Mining
increased 12.6%.

CONCLUDING THOUGHTS

The mixed review of economic data for Kansas show that pockets of pasitive population growth in urban

and rural areas have not been sufficient to carry the entire state, but these trends are consistent with past
activity. Of primary interest to Kansans should be the recent employment gains that have been among some
of the highest in the nation. Additionally, with healthcare continuing strong even a small improvement in the
manufacturing and telecommunication pictures should result in jobs generated that will be among the higher

paying.

In 2004 the Governar, Legislature and economic development leadership continued a long tradition of
initiating powerful sets of new and innovative programs designed to attract and to keep our brightest workers
and encourage entrepreneurs. When coupled with an improving employment picture the new initiatives and
upbeat outlook should have dramatic positive impacts on the state.

Senate C erce.Committee
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Ahlerich Farms Lotus Operating LLC
Duke Energy Field Services, LP John McCoy
John O. Farmer, Inc. Frank Novy Trust

Jone Seel Huyett

Kansas Bankers Association Insurance, Inc.

Peoples Bank — Pratt
Pratt Well Service

Key Staffing C.W. Sebits, Special
jinancia/ /@e,aort

Revenue FY 2004 FY 2003
Economic Development Initiatives Fund 243,009 291,674
Total Revenue $ 243,009 $ 291,674
Expenditures

Salaries & Fringes 186,767 190,384
Communications 8,138 8,965
Freight & Express ¥ 29
Printing & Advertising 5,650 4,760
Rents 75.712 28,532
Repair & Servicing 924 964
Travel & Subsistence 6,189 4,137
Fees — Other Services 3127 5,568
Fees — Professional Services Fis —
Other Contractual Services 3,005 3,017
Motor Vehicle Parts, Supplies & Accessories 384 223
Professional & Scientific Supplies 1,222 216
Office Supplies 1,610 2,891
Other Supplies 199 132
Capital Outlay — 1,168
Subtotal Expenditures 243,009 250,986
Re—appropriation of Funds to FY 2004 — 40,000
Total Expenditures $ 243,009 $ 290,986

Senate Commerce Committee
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FY 2004 Kansas, Inc. Board of Directors

Board Member Representation in ltalics

Co - Chairs

Governor Kathleen Sebelius Lawrence L. McCants

Topeka First National Bank, Goodland
Governor of Kansas Financial Services — Commercial Banking

Members

Stan R. Ahlerich
Ahlerich Farms, Winfield
Agriculture

Patti Bossert
Key Staffing, Topeka
Professional and Business Services

Anthony Hensley
State Senator, Topeka
Senate Minority Leader

Dave Kerr
State Senator, Hutchinson
Senate President

Lieutenant Governor John Moore
Secretary of Commerce, Topeka
Kansas Department of Commerce

Don Schnacke
Donald P Schnacke, PA., Topeka
Oil and Gas Industry

Stephen L. Waite
Kansas Calvary, El Dorado

Commanding General of the Kansas Calvary

Gene Argo
American Rodeo Company, Hays
Small Business Owners

Tom Burroughs
State Representative, Kansas City
House Minority Party Designee

Donna Johnson
Pinnacle Technology, Lawrence
Primary Industry

Wil Leiker
Kansas AFL-CIO, Topeka
Labor

Reginald Robinson
Kansas Board of Regents, Topeka
Kansas Board of Regents

Paul Stephenson
PDS Company, Wichita
Financial Services - Risk Capital

Kenny Wilk
State Representative, Lansing
House Majority Party Designee

Board Members leaving during fiscal year 2004

Rollie Vincent
Cessna Aircraft Company, Wichita
Aviation Industry

12

Charles Comeau
Dessin Fournir, Plainvillle
Small Business Owners
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For this annual report and future reports, Kansas, Inc. is adopting changes made by the U.S. Census Bureau in defining
individual counties and county groups.

1. Metropolitan Statistical Areas (MSAs) have at least one urbanized area of 50,000 or more population, plus
adjacent territory that has a high degree of social and economic integration with the core as measured by commuting
ties. Eight Kansas counties were added to the nine counties previously designated as MSAs.

2. Micropolitan Statistical Areas —a new set of statistical areas — have at |east one urban cluster of at least
10,000 but less than 50,000 population, plus adjacent territory that has a high degree of social and economic integration
with the core as measured by commuting ties. The U.S. Census Bureau has designated 19 Kansas counties as Micro-
politan Statistical Areas.

3. Rural Counties are defined those counties that are not covered under the Metropolitan and Micropolitan defini-
tions. Kansas has 69 rural counties.

U.S. Census Bureau Designations of Kansas Counties
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K ansasInc

Jerry Lonergan, President 632 S.W. Van Buren, Suite 100, Topeka, Kansas 66603
(785) 296-1460 fax (785) 296-1463

www. kansasinc.org

ksinc@ink.org

May 2004
Greetings:

Since 1994, Kansas Inc. has prepared reports seeking to evaluate the cost effectiveness of
various tax credit and sales tax exemption programs enacted to encourage economic
development within the state. Over the years, research methodology has changed with the
objective of preserving confidential corporate taxpayer information and providing a more
accurate evaluation of the economic development tax incentive programs. Unfortunately,
the research methodology established nearly two years ago that created the survey
questionnaire used in this report proved ineffective in evaluating individual tax incentive
programs and the overall impact of Kansas incentives.

This report, prepared by Research Analyst Sean Tomb, provides interesting insight into a
segment of Kansas’s corporate taxpayers. For example, half of all corporations responding
to the questionnaire indicated they would have proceeded with their project as planned,
even if the economic development tax incentive programs were not available. In contrast,
14.5 percent of the firms would have left the state and invested in other locations without
the availability of the tax incentives. These suggest the state’s tax incentive programs can
be improved in order to strengthen our approach to economic development.

The 2004 Legislature transferred the responsibility of producing this report to the Kansas
Department of Revenue (KDOR) on or after January 1, 2006 (H.B. 2647). This transfer of
duties, supported by Kansas Inc., requires KDOR to produce a report that evaluates the cost
effectiveness of the state’s economic development tax incentive programs. Discussions are
underway between Kansas Inc. and KDOR to help create a reliable method to evaluate the
effectiveness of the state’s economic development tax incentive programs for future
reports. Kansas Inc. is grateful to KDOR for their continued cooperation.

As a cost-saving strategy future Kansas Inc. reports will be made available at the
organization's web site. Mailings will include the executive summary, a note on how to
access the report online, and a contact phone number to request a hard copy of the report.

Sincerely,
Jerry Lonergan
Board of Directors
Govemor Kathleen Sebelius, Co-Chair Lawrence L. McCants, Co-Chair

Stan Ahlerich « Gene Argo + Patti Bossert = Tom Burroughs » Anthony Hensley + Donna Johnson * Nave Karr « Will T ailar
John E. Moore * Reginald L. Robinson + Donald Schnacke + Paul Stephenson * Stephen L. W -
g ona aul Stephenson + Stephen Senate Commerce Committee
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INTRODUCTION

Tax Year 2002 Report Limitations

Tax incentive reports prior to the 2002 tax year lacked the necessary wage and job information
from employers receiving tax incentives to adequately perform an analysis of the incentive
programs used by the state. Methodology and the questionnaire developed for this report
attempted to deliver that information, however, there are three reasons to be suspect of any
conclusions drawn from this data. First, the data is self-reported; no mechanism is in place to
verify claims. Second, firms that participate in multiple tax incentive programs are only required
to fill out one form, making it impossible to report accurate information on individual incentive
programs. Finally, the procedures for filling out the questionnaire were unclear, leading to
inaccurate, incomplete or misleading information.

Previous leadership of the Kansas Department of Revenue (KDOR) and Kansas Inc. jointly
developed the 2002 Economic Development Incentive Questionnaire. The questionnaire was
developed to gain insight on job creation and investment associated with the state’s economic
development incentive programs. This questionnaire is not effective in analyzing the cost
effectiveness of individual tax incentive plans. Compliance with filling out the required
corporate questionnaire varied widely by incentive program: High Performance Incentive
Program (HPIP) had a 94.6% response rate, while only 1.9% of the participants of the Kansas
Enterprise Zone tax credit submitted their questionnaires. The inability to gather complete and
reliable data does not allow an accurate analysis of the impacts of individual incentive programs.
However, Kansas Inc. is able to analyze the data from questionnaire respondents on a general
and overall basis.

The survey was designed to capture information only from corporate taxpayers, all of which are
required to fill out the questionnaire regardless of their participation in any economic
development tax incentive program (K.S.A. 74-8017). The tax incentive programs examined in
this report are not limited to corporate taxpayers. Analysis of individual or privilege taxpayers®
who receive these tax incentives is not available in this study.

The data collected from corporate questionnaires also contained several limitations. Eighty-two
of 136 (60.3%) corporate questionnaires, identified as receiving economic development tax
incentives, did not answer all questions in the survey. Additionally, without violating
confidentiality agreements about revealing corporate taxpayer information, Kansas Inc. believes
data from questionnaires of some large firms overestimated the amount of investment and job
creation specifically associated with these tax incentives. This practice has skewed the
conclusions about the overall cost effectiveness of the states tax incentive programs. These
problems potentially could have been avoided if the survey had been pre-tested for clarity and
for the ability to answer the research questions. An accurate analysis of each tax incentive
program would only be possible if more complete data was available and a significant number of
all corporations that receive the incentives were captured in the study. With access to necessary
data, KDOR should be able to provide this information in future reports.

? Privilege tax is an income tax paid by financial institutions. Privilege taxes are assessed against net earnings of
every national banking association, bank, trust company, federally chartered savings bank, and savings and loan
association. All such entities must file a Kansas Privilege tax return.
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KEY FINDINGS

The Economic Development Incentive Questionnaire developed under the previous leadership of the
Kansas Department of Revenue (KDOR) and Kansas Inc. does not allow a statistically valid evaluation of
the cost effectiveness of individual tax incentive programs. Although the study methodology contains .
flaws and the report cannot provide a complete analysis of economic development tax incentive programs
in Kansas, it does provide a snapshot into the opinions and benefits of tax incentives to a segment of the
state’s corporate taxpayers.

Methodology/Process Problems:

o Due to the lack of consistent responses from corporations on a uniform basis, information on overall
investment, wages, and job creation associated with the ecomomic development tax incentive
programs is not available.

e 82 of 136 (60.3%) corporate questionnaires, identified as receiving economic development tax
incentives, did not answer all questions in the survey. This problem potentially could have been
avoided if the survey had been pre-tested for clarity and for the ability to answer the research
questions.

e 6,093 (less than 20%) of the estimated 39,000 corporate tax filers submitted the required
questionnaire to KDOR. Only 136 questionnaires were received from participants in economic
development tax incentive programs for tax year 2002.

e Compliance with filling out the required corporate questionnaire varied widely by incentive program:
High Performance Incentive Program (HPIP) had a 94.6% response rate, while only 1.9% of the
participants of the Kansas Enterprise Zone tax credit submitted their questionnaires.

Tax Year 2002 Questionnaire:

e Across all taxpayer classifications, more than $75,000,000" worth of economic development sales tax
exemptions and income tax credits were granted for tax year 2002. The questionnaire was only
distributed to corporate filers and those responding accounted for $15.8 million of the total incentives
claimed.

 14.5% of the responding corporations reported that they seriously considered undertaking their
economic development project in another state.

e 50% of respondents stated their project would have proceeded as planned if economic incentive
programs were not available to them.

e Owner’s place of residence, tax incentives, and quality of life were the three most popular answers on
why firms undertook the project in Kansas.

! This figure does not include data from the Integrated Production Machinery and Equipment (IPME) sales tax
exemption or any confidential data from less than five filers.

Senate Commercergommittee
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The tax year 2003 questionnaire was developed and distributed to corporate taxpayers prior to
the analysis and discovery of methodology problems in the tax year 2002 data. Kansas Inc. has
already received completed 2003 Economic Development Incentive Questionnaires from KDOR.
Unfortunately, the analysis of the tax year 2003 questionnaire data will contain many of the same
problems that are found in this study.’ Discussions are underway between Kansas Inc. and
KDOR to help create a valid and reliable method to evaluate the effectiveness of the state’s
economic development tax incentive programs for future reports.

Although the study methodology contains flaws and the report cannot provide a complete
analysis of economic development tax incentive programs in Kansas, it does provide a snapshot
into the opinions and benefits of tax incentives to a segment of the state’s corporate taxpayers.

Legislative History

In 1994, the Kansas legislature passed H.B. 2556 (K.S.A. 74-8017) giving Kansas Inc. the
responsibility to prepare an annual report evaluating the cost effectiveness of specific income tax
credits and sales tax exemptions enacted to encourage economic development within the state.
The report is to be submitted to the standing committees on Taxation and Economic
Development of the House and Assessment and Taxation and Commerce of the Senate.

Changes were made to K.S.A 74-8017 during the 2001 legislative session in an effort to improve
the data collection process with Kansas Inc. seeking to perform a more accurate analysis of the
cost effectiveness of the state’s economic development tax incentive programs beginning with
tax year 2002. The tax year 2002 report
uses the Economic Development Incentive
Questionnaire to evaluate the economic
development sales tax exemption and

Economic Development Incentive Questionnaire
Tax year 2002

Sales tax exemption programs examined:

income tax credit programs. 1. Kansas Enterprise Zone Act Sales Tax
Exemption

The 2004 Legislature transferred the 2. Integrated Production Machinery and

responsibility of producing this report to Equipment Sales Tax Exemption (IPME)

the KDOR on or after January 1, 2006
(H.B. 2647). This transfer of duties, | Income tax credit programs examined:

supported by Kansas Inc., requires KDOR 1. Kansas Enterprise Zone Act- Tax Credit
to produce a report that evaluates the cost 2.. Job Expansion and Investment Credit Act

. ; . JEICA) Tax Credit

ng;?eclt(l)veness af th.e sta.te ¥ ERIOnn 3. §Iigh Pgrformance Incentive Program
me:nt tax mcen-tlve programs. (HPIP): Workforce Training and Education

KDOR is better suited for this Tax Credit
responsibility with their access to 4. High Performance Incentive Program
confidential corporate taxpayer (HPIP): Investment Credit
information. Additionally, Kansas Inc. 5. Research and Development Credit (R&D)
lacked the ability to control and enforce 6. Kansas Venture Capital and Seed Capital
the collection of questionnaires from Credits

corporate taxpayers.

* The 2003 questionnaire was changed to require only those who receive the tax incentives to submit the
questionnaire with their 2003 tax return. This change was made only to the questionnaire and statutorily all
corporations are still required to submit the questionnaire (K.S.A 74-8017).

Sales Tax Exemptions and Income Tax Credits for Economic Development:

Report for Tax Year 2002 Senate Cﬁm\nerce Committee
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SECTION 1: ECONOMIC DEVELOPMENT QUESTIONNAIRE RESULTS

For tax year 2002, all corporate taxpayers were required to complete the State of Kansas
Economic Development Incentive Questionnaire (see appendix A) in conjunction with their
corporate tax return filed with KDOR. The questionnaire is published in the State of Kansas
corporate tax booklet and available for download at the KDOR website. Kansas Inc. received
corporate questionnaires from 6,093 (less than 20%) of the estimated 39,000 corporate taxpayers.
The staff of Kansas Inc. received and analyzed questionnaires from 136 corporate tax filers;
collectively this group reported participating in 166 economic development incentive programs
for tax year 2002.* This amounts to all questionnaires received by Kansas Inc. that answered
“yes” to the first question, indicating participation in at least one economic development
incentive program. The completion of the entire or other sections of the questionnaire varied
widely, hence the reason for incomplete data on individual questions.

Respondents to the State of Kansas Economic Development Incentive Questionnaire were
identified as participating in the following incentive programs. The 26 “Multiple” respondents
reported participation in 61 distinct tax incentive programs.

JEICA 52

IPME 26 JEICA 18
Multiple 26 HPIP Invest 14
HPIP Invest 14 IPME 8
HPIP Workforce 3 HPIP Workforce 9
R&D 9 R&D 7l
Enterprise Zone Sales 1 Enterprise Zone Sales 3
Enterprise Zone Credit 1 Enterprise Zone Credit 2
N/A incomplete data 4

Participation: 80.9% of questionnaire respondents (106) reported participating in only one tax
incentive program for tax year 2002. The -

Number of incentive programs utilized by

upper limit found two firms claiming questionnaire respondents for tax year 2002
participation in four tax incentive

programs for tax year 2002. Seventy firms, 120

slightly more than half (51.4%) of all 90

respondents reported participating in the | Numberor
Job Expansion and Investment Credit Act | PP
tax credit program. No corporation | 30 FEi
reported receiving the Kansas Venture | E
Capital and Seed Capital Credits for tax
year 2002 Number of programs

60

Corporate questionnaire respondents reported $6,800,546 in sales tax exemptions and $9,014,589
in income tax credits for tax year 2002. Across all taxpayer classifications, more than

* Data as of April 1,2004. Economic Development Incentive Questionnaires for tax year 2002 were still being
delivered to Kansas Inc. at the time of publication.
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$75,000,000 worth of sales tax exemptions and income tax credits were granted for tax year
2002.°

Investment and Job Creation: Questionnaire respondents were asked to report the total level of
investment, wages, and job creation associated with the tax incentive programs for tax year 2002.
Numerous firms listed their overall investment, wage and job numbers instead of listing only the
values specifically attributed to the incentive programs. Firms were also not given specific
instructions to differentiate between in-state and overall investment; thus it is unclear whether
this represents investment in Kansas. Due to the lack of consistent data reported from
corporations on a uniform basis, information on overall investment, wage and job creation
associated with the economic development tax incentive programs is not available.

Overview of Firms: The data from several questions suggests that most firms that receive the
state’s economic development tax incentives are not rent-seeking mobile firms searching for the
‘ | best incentives available from other
| states. Fully 50% of respondents
would have been the effect on this | would Proceed with t-he prloject o

project? - planned in Kansas even if tax incentive
OProedwihprojeet, | PrOgTams were not available. An

If the economic development program had
; not been available for your company, what

14% 4%

| asplanned | additional 32% of firms would still
i 50% WProcsedona || proceed with the project in Kansas, but
| smaller scale I

DCanceledthe project | ©ON @ Smaller scale. Only 18% would
: 32% ; | | cancel or move the project out-of-state
; iuzf'_"m“:f:‘moz”“ I if economic  development  tax
- —————— | incentives were not available. None of

the firms who would have proceeded
with the project as planned reported the economic development incentive program contributed
significantly to their decision to go ahead with the project in Kansas.®

Mixed results were found on determining to what extent the state’s economic development
incentive programs factored in the firms decision to go ahead with the project in Kansas. The
four possible answers to this | |
question were fairly evenly | Role of Economic development
divided; 29% of respondents stated ‘ incentive program on undertaking
the economic development | project in Kansas.
incentives did not contribute to ‘
undertaking the project in Kansas 29% e
while 28% stated they contributed | ‘
significantly, 24% contributed
somewhat and 19% contributed
only slightly.

jaComributed significantly | |
28% ‘ |

B Contributed somewhat | }
: | |
iI:ICantributed only slightly ' ;
| B
19% 24% '0ODid not contribute -

* This figure does not include data from the IPME sales tax exemption or confidential data from less than 5 filers in
any category.

® Of the 55 corporate questionnaire respondents that would have proceeded with the project as planned, 56.4% stated
the economic development incentives did not contribute to undertaking the project in Kansas, while 29.1%
contributed only slightly, and 14.5% contributed somewhat. These firms accounted for $1.7 million in tax
incentives.

Sales Tax Exemptions and Income Tax Credits for Economic Development: Senate
Report for Tax Year 2002 (5
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The data from the questionnaire show 100 of 117 (85.5%) corporations did not seriously
consider undertaking this project in another state. This is supported by data showing most of the
respondents (83.5%) utilized economic development incentive program to expand an existing
Kansas facility.

The questionnaire asked corporate tax filers the three (3) most important reasons for your firm’s
ultimate decision to undertake the project in Kansas. Owner’s place of residence, tax incentives,
and quality of life were the three most popular answers. Responses in the “Tax incentives” and
“Financial incentives” categories include benefits from local and state incentive programs.

llouﬂjm

7“"""“"—"”— portant reason

3 -%%7 3°f (8)""““%4

“ost and availability fenergy, T

Competmve tax structure
[Other®

7 Most participants listed HPIP training programs.
¥ Most of the responses in the “other “ category explain expansion of existing business operations. Additional
responses included the quality of the facility/building and the benefits of disabled access credits.

Sales Tax Exemptions and Income Tax Credits for Economic Development: Senate Comme ?_.( Jommittee
Report for Tax Year 2002 _ /CO (C

Attachment (7/’ X




SECTION 2: SALES TAX EXEMPTIONS EXAMINED

Kansas Enterprise Zone Act Sales Tax Exemption
K.S.A. 79-3606(cc)

The Kansas Enterprise Zone Act provides for a sales tax exemption on the purchase of certain
tangible property and services purchased for new or expanding businesses. To be eligible, a
business must create a minimum number of net new jobs depending on the type of business, i.e.
retail, manufacturing, or non-manufacturing. To qualify for the Kansas sales tax exemption, the
business must file a "Request for Project Exemption Certificate" form PR-70b with the KDOR
prior to incurring any of the project costs.

$1430638 1
7 1$38,895,605 W

Kansas Inc. recelved questionnaires from four corporations participating the Kansas Enterprise
Zone Act sales tax exemption program under K.S.A. 79-3606(cc). Information was not available
from KDOR on how many sales tax exemptions were from corporate tax filers for tax year 2002.

® This is the total estimated project cost reported to KDOR. At the time of issue, these costs were not audited.

' Depending on project type, estimates of exempted taxable amounts are made, using the following percent:
addition to facility at 60%; additional machinery & equip at 100%; original construction at 60%; remodel existing
facility at 100%.

' Estimated exempted taxable costs times sales tax rate of 4.9% prior to July 1, 2002 and 5.3% after.

Sales Tax Exemptions and Income Tax Credits for Economic Development: Senat{e‘fO[nme%e(:%ommiﬂee
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Integrated Production Machinery and Equipment Sales Tax Exemption
K.S.A. 79-3606(kk)

The IPME sales tax exemption program exempts all sales of machinery and equipment
(including repair and replacement parts and accessories), which is used in Kansas as an integral
or essential part of an integrated production operation by a manufacturing or processing plant or
facility. A manufacturer/purchaser must submit the “Integrated Production Machinery and
Equipment Exemption Certificate” form ST-201 to the vendor to claim this sales tax exemption.

Kansas Inc. received questionnaires from 34 corporations participating in the IPME sales tax
exemption program. Information on corporate and overall taxpayers receiving the IPME sales tax
exemption was unavailable from KDOR for tax year 2002.

: Senate Commerce Committee
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SECTION 3: INCOME TAX CREDITS EXAMINED

Kansas Enterprise Zone Act- Tax Credit
K.S.A. 79-32, 160a

The Kansas Enterprise Zone Act provides a tax credit for manufacturing and non-manufacturing
companies, which make an investment and create jobs as a result of that investment. This act
provides tax incentives throughout the state encouraging businesses to create new jobs through
capital investment projects involving the building of new facilities or the expansion or
renovation of existing facilities. Schedule K-34 must be completed and submitted with the state
tax return to claim the Kansas Enterprise Zone tax credit.

The job creation tax credit component of the Kansas Enterprise Zone Act allows for one-time
earned credits to be applied against the business” Kansas tax liability. The basic job creation tax
credit is $1,500 per net new job. If a county has been designated as a non-metropolitan business
region, the credit is $2,500 per net new job. The credits may be used to offset up to 100% of the
business’ annual tax liability and unused credits can be carried forward indefinitely. Retail
businesses are not eligible for these credits unless that retail business has established or will
establish a business headquarters facility or an ancillary support facility in Kansas. Those retail
businesses that are designated under standard industrial classification codes 5961, 7948 or 7372
shall also qualify for this credit.

Kansas Inc. received questionnaires from three of the 155 (1.9%) corporations participating in
the Kansas Enterprise Zone Act tax credit program. This represents 1.3% of the total filers for
the Enterprise Zone tax credits for tax year 2002.

"2 This information is confidential as there are less than five filers. This information is not included in the total.

Sales Tax Exemptions and Income Tax Credits for Economic Development: Senate C merce mittee
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Job Expansion and Investment Credit Act
K.S.A. 79-32,153

The Job Expansion and Investment Tax Credit Act of 1976 provides business incentives for those
businesses that may not qualify for the Enterprise Zone incentives, such as retail businesses, or
non-manufacturing businesses that do not create at least five new jobs. Eligibility for JEICA tax
credit requires the creation of at least two net new jobs. Schedule K-34 must be completed and
submitted with the state tax return to claim the JEICA tax credit.

This Act provides a job expansion credit of $100 per net new employee and an investment tax
credit of $100 per $100,000 of qualified investment. These credits are earned in the year the
capital investment is made and becomes operational and for each of nine successive years
thereafter. Credits may be used to offset up to 50% of the business’ Kansas tax liability. Unused
credits may not be carried forward.

S e =

Kansas Inc. received questionnaires from 70 of the 145 (48.3%) corporations participating in the
JEICA tax credit program. This represents 18.1 % of the total filers for the JEICA tax credits for
tax year 2002.
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High Performance Incentive Program: Workforce Training and
Education Tax Credit
K.S.A 74-50, 132

High Performance Incentive Program: Investment Credit
K.S.A 79-32, 160a(e)

The HPIP program is administered as an incentive program that intrinsically requires
foreknowledge in order to access program benefits. The intent of this program is to retain
Kansas' existing high-performance businesses, encourage investment in worker training and
education, and spur the attraction of new, high-quality firms to the state. The incentives offered
under this program are limited to manufacturers, export-oriented service sector firms, and
corporate headquarters and back-office operations of national or multi-national corporations.

To be eligible, a firm must either a) Pay above average wages for their industry category or, b)
Pay 1 1/2 times the statewide average wage, after eliminating compensation paid to owners with
5% or more equity in the company. The wages at the firm's worksite in Douglas, Johnson,
Leavenworth, Sedgwick, Shawnee, or Wyandotte County are compared with wages of similar
businesses within the same county. The firm's worksite wages in any other county are compared
with regional averages. Besides the wage criterion, all qualifying worksites must also either
invest an amount equal to 2% of its total payroll on employee training, or else participate in the
Kansas Industrial Training (KIT) program, or the Kansas Industrial Retraining (KIR) program, or
the State of Kansas Investment in Lifelong Learning (SKILL) program. In addition, the
qualifying worksites of export oriented service sector firms must also earn the majority of their
revenues from sales to Kansas manufacturers, or out-of-state businesses, or out-of-state
government agencies, or some combination of these kinds of customers. The qualifying worksite
of a firm must be certified by the Kansas Department of Commerce before the firm can claim
any tax credits. Schedule K-59 must be completed and submitted with the state income tax return
to claim HPIP tax credits. Data on these two tax credits are jointly reported from the KDOR and
is unavailable on an individual credit (training and education vs. investment) basis.

HPIP: Workforce Training and Education Tax Credit

A qualified firm shall be entitled to a tax credit in the amount equal to the portion of the qualified
business facility cash investment in the training and education of the firm's employees that
exceeds 2% of the firm's total payroll costs. The maximum amount of the credit that may be
claimed by a single corporate taxpayer in any single tax year under this section shall not exceed
$50,000. Tax credits earned by a qualified business under this section must be claimed in their
entirety in the tax year eligible.

HPIP: Investment Credit

Qualifying businesses are eligible for a 10% investment tax credit on any eligible capital
investment exceeding $50,000. To be potentially eligible for HPIP tax credits, all investment
must be pre-identified to the Kansas Department of Commerce on an HPIP Capital Investment
Project Description form, before the company has made any expenditure or signed any
commitment document (e.g., an equipment purchase order, or a lease agreement, or a
construction contract). To effect actual eligibility for tax credits, the pre-identified investment

Sales Tax Exemptions and Income Tax Credits for Economic Development: Senate C mmerce Committee
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must occur, and the related asset must be placed into service, while the company's qualifying
worksite is HPIP-certified. The investment tax credit is a one-time credit with a 10-year carry-
over provision, subject to re-qualification, for any unused credits. An investment credit may be
applied against 100% of a firm's annual tax liability.

‘Claims | ‘Credit claimed | Credits allowed
s ir| isa0az19 i st asrear

. Filers
TS

fis. it Claimed | Credits allowed
Eiara | AT isriarr 9397 | 1819755.506

| claims 1 _Credit claimed '] Credits allowed_
S e

TOTAL| A7

Kansas Inc. received questionnaires from 35 of the 37 (94.6%) corporations participating in the
HPIP tax credit program. This represents 31.3% of the total filers for the HPIP tax credit
program for tax year 2002.

" This information is confidential as there are less than five filers. This information is not included in the total.
" Five questionnaires claimed participation in both the HPIP: Workforce Training and Education Tax Credit and the
HPIP: Investment Tax Credit for tax year 2002
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Research and Development Credit
KSA 79-32,182 et seq.

In order to stimulate increased research and development activity by businesses, the State of
Kansas offers R&D income tax credits equal to 6.5% of a company's investment in research and
development above an average of the actual expenditures made during the year and the two
previous tax years. Only 25% of the allowable annual credit may be claimed in any one year.
Any remaining credit may be carried forward in 25% increments until exhausted.

Research is defined as "expenditures in research and development activities" made for such
purposes, other than expenditures of money made available to the taxpayer pursuant to federal or
state law, which are treated as expenses allowable for deduction under the provisions of the
Federal Internal Revenue Code of 1986, as amended. Schedule K-53 must be completed and
submitted with the state income tax return to claim the R&D credit.

Kansas Inc. received questionnaires from 16 of the 59 (27.1%) corporations participating in the
R&D tax credit program. This represents 14.2% of the total filers for the R&D tax credits for tax
year 2002.
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Kansas Venture Capital and Seed Capital Credits
K.S.A. 74-8205, 74-8206, 74-8304, 74-8304a, 74-8401

A tax credit in the amount of 25% of the total amount of cash investment in the stock of Certified
Kansas Venture Capital Companies was effective for all taxable years beginning after December
31, 1985 and before January 1, 1998. Additionally, credits were offered for investment in the
Kansas Venture Capital Company, certified local seed capital pools and the technology-based
venture capital company (Sunflower Technology Venture, LP). Any unused credit may be
carried forward until the total amount is used.

A Kansas venture capital company is any for-profit partnership or corporation that has as its
primary business activity the investment of funds in return for equity in ventures that are in need
of capital for expansion, new product development or similar business purposes. The Kansas
Secretary of Commerce must certify a venture capital company and a local seed capital pool.
Schedule K-55 must be completed and submitted with the income or privilege tax return to claim
the venture capital credit and a local seed capital pool credit.

e

“Credit claimed

’I-:: [, 2t
‘Credits'all

tal respondents

No questionnaires were received from corporate tax filers participating in the Kansas Venture
Capital and Seed Capital program for tax year 2002.

'® This information is confidential as there are less than five filers. This information is not included in the total.
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Appendix A: State of Kansas Economic Development Incentive Questionnaire

STATE OF KANSAS ECONOMIC DEVELOPMENT INCENTIVE QUESTIONNAIRE

All Kansas corporate income taxpayers are required, pursuant to K.S.A. 74-8017, to complete the following questionnaire regarding economic
development income tax credits and sales tax exemptions. The information requested by the questionnaire is required to evaluate the utilization and
effectiveness of these economic development and business tax credits and incentives provided by the state of Kansas.

The information you provide in this questionnaire will be supplied to Kansas, Inc. by the Kansas Department of Revenue (KDOR). Kansas, Inc. is
subject to the same confidentiality requirements as the Department of Revenue with respect to this information. Your responses will be kept in the
strictest of confidence and will only be reported to Kansas, Inc. for use in preparing the reports required by K.S.A. 74-8017. If you have any questions,
call the Department of Revenue at 1-877-526-7738, press 1 for a touch-tone phone (listen briefly), press 5 for Business Taxes (listen briefly), then
press 3 for Corporate Taxes.

INCOME TAX CREDITS

. Job Expansion and Investment Credit Act and Kansas Enterprise Zone Act, K.S.A. 79-32,153, K.S.A. 79-32,160a

. Research and Development Credit, K.S.A. 79-32,182

. Kansas Venture Capital and Seed Capital Credits, K.S.A. 74-8205, 74-8206, 74-8304, 74-8304a, 74-8401

. High Performance Incentive Program (HPIP): Workforce Training and Investment Credit, K.S.A. 74-50,132, 79-32,160a(e)

SALES TAX EXEMPTIONS
° Kansas Enterprise Zone Act Sales Tax Exemption, K.S.A, 79-3606(cc)
° Integrated Production Machinery & Equipment Sales Tax Exemption, K.S.A. 79-3606(kk)

CONTACT INFORMATION

The Kansas Department of Revenue will retain the contact information in strict confidentiality. However, granting the incentive requires the firm or
individual to cooperate with Kansas, Inc., who may conduct a follow-up interview of a sample of all recipients in order to study how important the
incentive was to the investment/location decision.

Company Name

Contact Person

Name E-mail Address Phone Number

Company Mailing
Address

City. State Zip Code

Federal Employer Identification Number (EIN)

1. Did you claim any of the income tax credits or sales tax exemptions shown above during tax year 20027
ONo (If no, this completes the questionnaire, Please enclose this questionnaire with the corporate tax retum filed with KDOR.)
QYes (If yes, check any and all of the income tax credits and sales tax exemptions claimed, then proceed to question 2.)

O Job Expansion and Investment Credit Act - Tax Credit Q Kansas Enterprise Zone Act - Tax Credit

O Research and Development Credit Q Kansas Venture Capital and Seed Capital Credits

O HPIP Workforce Training and Education Tax Credit Q HPIP Investment Credit

O Kansas Enterprise Zone Act - Sales Tax Exemption O Integrated Production Machinery & Equipment Sales Tax Exemption

2. Did you utilize any of the income tax credits or sales tax exemptions shown above in tax year 20027
OYes (Proceed to question 2a.) ONo (Proceed to question 3.)

2a, What are the total dollars in income tax credits utilized in tax year 20027 §

2b, What are the total dollars in sales tax exemptions utilized in tax year 20027 $

If the responses to both 2a and 2b are zero, then proceed to question 3 on the back of this form.

2c. What is the total dollar level of investment in association with the above incentives? $

2d. What are the total wages created in association with the above incentives? §

2e. What is the fotal number of jobs created in association with the above incentives?

2f. Are the investments, wages and jobs associated with the income tax credits generally the same items as those associated with the
sales tax exemptions?

O Generally the same items (Proceed to question 3.) QO Some items are distinct
Senate Com ;
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2g9.  Please allocate the items by the incentives with which they were associated. Percent associated with:

Income tax credits: Sales tax credits: Both: Total:
Investment % % % 100%
Wages % % % 100%
Jobs % % % 100%
3. Please check the appropriate box that best describes the project for which the economic development program was used.
Q Start-up of a new business. (Proceed to question 4.)
O Expansion of an existing Kansas firm. (Proceed ta question 4.)
O Relocation to anather city from an existing Kansas location. (Proceed to question 4.)
QO Expansion into Kansas by an out-of-state firm. (Skip question 4 and proceed to question 5.)
Q Relocation to Kansas from an out-of-state location. (Skip question 4 and proceed to question 5.)
4, Did your company seriously consider undertaking this project in another state? OYes QONo
5. What were the three (3) most important reasons for your firms ultimate decision to undertake the project in Kansas?
O Aggressive recruitment efforts.
O State and/or local tax incentives.
0O State and/or local financial incentives (i.e., grants, HPIP program, training dollars, eic.), Please specify:
Q Well-trained skilled labor force.
O Cost of labor less expensive.
QO Cost and availability of energy, water, or other inputs.
O Proximity to markets.
O Transportation infrastructure.
O Availability of educationalfiraining facilities.
O Competitive tax structure.
Q Quality of life in Kansas (i.e., education, housing, cost of living).
QO Owner's place of residence.
Q Other:
6. To what extent was the economic development program for this project a factor in your company’s decision to go ahead with this project in
Kansas?
O Contributed significantly.
Q Contributed somewhat.
Q Contributed only slightly.
Q Did not contribute,
7. If the economic development program had not been available for your company, what would have been the effect on this project?
O Proceeded with the project as planned.
O Proceeded on a smaller scale.
O Canceled the project.
Q Proceeded at an out-of-state location.
8. How many full-ime employees does your company employ? Total In Kansas

Please enclose this completed questionnaire with the income tax return you file with the Kansas Department of Revenuse.

Senate Cgfnm./erceécommittee
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KANSAS INC.

Created by the 1986 Legislature, Kansas Inc. is an independent, objective, and non-partisan agency
designed to conduct economic development research and analysis with a goal of crafting policies and
recommendations to insure the state’s ongoing competitiveness for economic growth. This is achieved
through these primary activities: 1) developing and implementing a proactive and aggressive research
agenda; 2) identifying and promoting strategies and policies from the research; 3) conducting evaluation
reviews and oversight of programs; and, 4) collaboration with economic development entities and
outreach to potential partners. Kansas Inc. is designed to be a public private partnership with expectations
that state investments are leveraged with other funds to maintain a strong research portfolio.

A 17-member board of directors co-chaired by the Governor and a private sector representative governs
Kansas Inc. Nine board members are representatives from identified industries in the private sector and
other members are: the Secretary of Commerce, Legislative leadership, the Kansas Board of Regents, and
a representative from labor.

BOARD OF DIRECTORS
CO-CHAIRS
Governor Kathleen Sebelius Lawrence L. McCants
Topeka First National Bank, Goodland
Co-Chair Co-Chair
MEMBERS
Stan R. Ahlerich Gene Argo
Ahlerich Farms, Winfield American Rodeo Company, Hays
Patti Bossert Rep. Tom Burroughs
Key Staffing, Topeka State Representative, Kansas City
Sen. Anthony Hensley Donna Johnson
Senate Minority Leader, Topeka Pinnacle Technology, Lawrence
Sen. Dave Kerr Will Leiker

Senate President, Hutchinson AFL- CIO, Topeka

Lt. Gov. John Moore Reginald Robinson
Secretary of Commerce & Housing, Topeka Kansas Board of Regents, Topeka

Don Schnacke Paul Stephenson
Donald P Schnacke, P.A., Topeka PDS Company, Wichita
Steven L. Waite Rep. Kenny Wilk
Kansas Calvary, El Dorado State Representative, Lansing

KANSAS INC. STAFF

Jerry Lonergan
President
Debby Fitzhugh Sean P. Tomb Ann Marshall
Director of Operations Research Analyst Office Assistant
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Jerry Lonergan, President 632 S.W. Van Buren, Suite 100, Topeka, Kansas 66603

(785) 296-1460 - fax (785) 296-1463
www . kansasinc.org ksinc@ink.org

February 16, 2005
Testimony to the Senate Commerce Committee
Senate Bill 260

Thank you and good morning members of the Committee.
Kansas, Inc. stands in opposition to Senate Bill 260.

When first alerted to the possibility of legislation to abolish Kansas, Inc. on Friday, January 28", Patti Bossert
Co-Chair of the Kansas, Inc. Board of Directors requested a special meeting of the Board to be held the next
business day, Monday, January 31*. Nine members attended in person, four members were represented by
teleconference, and the three Board members unable to attend sent representatives. Only one member with
significant conflicts could not participate.

The entire Board set aside their personal and business activities on short notice to discuss the organization and
its future. It is a volunteer Board that believes in what Kansas, Inc. is and sees what it can be. It is a group that
willingly accommodates Board and committee meetings into their busy private businesses and public service.

At the January Board of Directors meeting, the Board unanimously supported the motion that Kansas, Inc.
should remain as an independent state agency and hire an independent President.

Kansas, Inc. is working and is positioned to achieve goals set out for it. Over the past year the organization:

1. Served in a leadership role as Co-Chair of the Governor's Wind and Prairie Task Force. The Board
supported this participation as a fitting role for Kansas, Inc. to participate in and provide leadership in
examining an important issue impacting the economy and environment of Kansas. Development of a
sound and stable energy policy is vital for businesses across the state and the work of this task force and
the role of Kansas, Inc. were important to the early stages of developing a comprehensive energy policy
for the state.

2. The Legislature was gracious in enhancing the Kansas, Inc. research budget by $100,000; in turn the
commitment we made was that these funds would not be used until we leveraged an equal amount of
resources. During the first 15 months of my presidency, we raised almost $48,000 of cash and in-kind
support from various sources (private business, grants, public partners). We are anticipating announcing
at the end of this week the receipt of a $60,000 grant, which will mean we have met that goal. This
organization only raised an average of $6,500 in funds the previous two years.

3. Funds are now in place and we will move forward with implementing the 2004-2005 research agenda.
One project that was added to our agenda last year is the Indicators of the Kansas Economy (IKE),
designed to become an objective and valuable source that identifies key variables that can explain
current and anticipated trends of the Kansas economy.

Senate ﬁommerqe ommittee
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4. At the request of a subcommittee of the Kansas House Economic Development Committee, and with
support from the Kansas Department of Commerce and the Kansas Film Commission, we prepared a
report analyzing strategies for growing the film industry in Kansas.

5. Additionally, the organization has prepared since October 2003 — two annual reports, the vitality and
distress report, grants and loan reports, and sales tax exemption and income tax credit report.

6. Communication, collaboration, and coordination between the state economic development
organizations: Kansas, Inc., Kansas Technology Enterprise Corporation, and the Kansas Department of
Commerce. With the commitment of leadership from these three agencies to continue this effort, it may
represent the first time the agencies are working together as originally envisioned.

Sales Tax Exemptions and Income Tax Credits for Economic Development: Report for Tax Year 2002 : One
research area where criticism has been focused is Kansas, Inc.’s statutory responsibility, under the 1994 K.S.A.
74-8017, to prepare a report assessing the effectiveness of sales tax exemptions and income tax credits for
economic development. Early on it was apparent that legal and administrative requirements of the Kansas
Department of Revenue designed to ensure taxpayer confidentiality prevented Kansas, Inc. from accessing data
necessary to perform the research.

Changes were made to the statutes in 2001 that sought to permit data sharing of confidential information to
allow Kansas, Inc. to review the tax data. That change led to creation of a survey questionnaire placed in each
corporate tax booklet. The survey was required to be completed and submitted with the corporation’s annual tax
filing. There is no penalty for noncompliance and for the tax year 2002 report, Kansas, Inc. received
questionnaires from less than 20 percent of all corporate tax filers. Of the 6,093 questionnaires that were
submitted, only 136 reported participating in at least one economic development tax incentive program, with
only 54 completing the entire survey.

The easy thing to do would have been to issue the report and provide a general sense of the results and what was
learned. Instead, Kansas, Inc. felt it critical to alert policymakers to the substantial methodological problems
and note the mability of the survey to answer the important questions the legislature had asked.

We immediately embarked on a collaborative effort with the Department of Revenue and the Department of
Commerce to identify a methodology that could realistically and accurately answer questions related to the
effectiveness of these credits. Revenue Secretary Wagnon unveiled the first product of that work with the report
to this committee on the quantitative analysis of tax trends. Kansas, Inc.’s role will be to review and work with
Commerce and Revenue to further analyze the data and also to provide the qualitative analysis through focus
groups with businesses to begin to answer questions related to how important the tax credits are to business and
their effectiveness in impacting business investment decisions.

I think what we have achieved over the past year in creating a realistic methodology to determine tax credit
effectiveness - is exactly what those that created the economic development initiatives of the 1980’s sought.
Agencies working together to help solve problems and initiate change to programs in order to provide important
answers to important questions.

Senate C mmerce gommittee
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Advantages of a Stand Alone Research Entity: Kansas, Inc. has three primary responsibilities — develop and imple ment a

proactive research agenda for issues critical to the economic future of the state; strategic planning for economic development;
and, evaluation of economic development programs.

The Kansas, Inc. Board is designed in statute to be 17 members that are bi-partisan and contain a majority of
private sector representatives who are selected based on specific industry affiliations. The terms are staggered to
assist with smooth transitions to new leadership. The President of Kansas, Inc. serves at the pleasure of the
Board and is responsible for staff hiring and evaluation.

The bi-partisanship and the staggered terms were strategies to protect the organization and staff during times of
changing administrations, elevate the agency as providing objective analysis and recommendations, and to
assist with having a longer-term perspective on issues. Expectations have been that Kansas, Inc. identifies
funding opportunities beyond its state allocation to expand and enhance the research program.

Proactive Research — This is a primary role of Kansas, Inc., to identify the emerging issues and conduct
research that results in a practical set of actions the state can take to respond. This requires anticipation,
foresight and a long-term perspective. We should be conducting research on issues before they get on the
majority of people’s radar screen and should create responses to effectively address these issues.

The challenge faced by placing the responsibility of conducting proactive research in the hands of agency
program staff, is the availability of time to participate in the reading, dialogue, and analysis required to first
identify key issues and then move forward with conducting the research. The concern with not having an
independent research-centered organization, given the demands on program staff, can emerging issues can be
identified in time to develop a strategy or set of responses to help Kansas.

The peer review of Kansas, Inc. performed by the National Association of State Development Agencies,
conducted in 1995, recommended “Kansas, Inc. needs to retain the objectivity and credibility that results from
the organization’s independence.” The independence is critical in providing unbiased and timely information
that 1s useful to policy makers and the people of Kansas.

Strategic Planning for Economic Development — Kansas, Inc. was designed to have a longer-term focus, which
is particularly relevant to strategic planning. A strategic plan works best when it is driven by the need for
change rather than from political changes. Since 1987 every three to five years Kansas, Inc. has modified the
existing strategic plan. Given the make up of the Board and the staggered terms the process benefits from a
knowledge base familiar with the past report, ongoing Board familiarity with issues and activities, and ideas
generated from new members involved in business and legislative leadership. It is a lively process that invites
new 1deas and thinking beyond short-term cycles.

Kansas, Inc. staff presented a plan at the last regular Board of Directors meeting to begin the process of revising
the 2001 strategic plan working in collaboration with the Department of Commerce and The Kansas Chamber.
The 2001 plan is a good strategic design for the future Kansas economy, but the terrorist attacks of 2001
coupled with administrative and leadership changes in the state and at Kansas, Inc. resulted in a less prominent
role for the 2001 plan and its initiatives. This first step in updating the Kansas strategic plan recommends the
creation of an Economic Vision Committee to re-start the planning cycle and create an exciting and forward
directed economic vision for the state. Once the vision is completed the planning process that identifies how to
achieve the vision will begin.

Senate Commerce Committee
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Economic Development Program Evaluation — Historically, Kansas, Inc. has been assigned evaluations of
economic development activities on a program-to-program basis. These individual efforts have achieved their
purposes, but did not necessarily lead to systemic incorporation of evaluation into program work.

Kansas, Inc. has been mandated to evaluate the major new economic development initiatives that came out of
the 2004 legislature — the Bioscience Authority and the Entrepreneurship Center. With exceptional cooperation
and participation from the Kansas Technology Enterprise Corporation, Kansas Department of Commerce, and
Kansas Small Business Development Centers plans are underway to have evaluation incorporated from the
beginning of operations The Kansas, Inc. Board has approved funding of $15,000 to begin the planning effort.

The process being developed for the evaluation of these startup initiatives is to create a template that can in turn
be used to evaluate on an ongoing basis all economic development programs. This would get away from
evaluation as a piecemeal program-to-program effort, making it comprehensive and a part of all economic
development activity. A preliminary discussion was held with the Division of Travel and Tourism to adopt and
pilot the template and its applicability once the evaluation plans have been completed. This is a first step to
making evaluation a part of all economic development programs.

Regardless of how the Legislature responds to Senate Bill 260, the State of Kansas and its Legislature should be
proud of what Kansas, Inc. has accomplished, the quality and scope of work delivered and its potential as an
independent resource for the future.

Thank you.
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Senate Commerce Committee
Testimony on SB 260

Presented by Patti Bossert, Co-Chair, Kansas, Inc.
February 16, 2005

As a volunteer board member representing the Professional Service sector of the Kansas
economy, and as co-chair representing the board of Kansas, Inc., I stand in opposition to
Senate Bill 260.

Kansas, Inc. was created in 1986 by the Legislature as a partnership between the public
and private sectors. It was designed by these legislators to be a non-partisan, independent
agency whose board would consist of the Governor of the State, Legislators, State
leaders, and representatives from the key industries contributing to the economy of the
State of Kansas. This diverse structure and board make-up give Kansas, Inc. the unique
opportunity to evaluate, research, report, and advise from an objective viewpoint without
the hindrance of the politics and time and budget constraints naturally occurring within
State government. Kansas, Inc. is able to respond to legislative requests or emergency
economic conditions quickly and efficiently while keeping our eye on a strategy for the
future of the State.

Kansas, Inc. does not change hands every 4 years when we have an election, therefore
giving us the stability to continuously carry out our responsibilities. I believe the
Legislature in 1986 used wisdom and foresight in the formation of Kansas, Inc., and I
believe following that wisdom now, while enduring our struggling and slowly recovering
economy 1s even more important than ever. During our recovery from the recession is
not the time to eliminate our State’s economic development planning, research, and
evaluation agency. Now is mot the time to eliminate a very diverse, engaged board of
directors who have a strong agenda and are serious about volunteering their time and
energy to improve the State of Kansas.

Kansas Inc.’s primary mission is to serve as the state’s economic development “think
tank,” and to evaluate the state’s economic development programs. Senate Bill 260
abolishes Kansas, Inc. and assigns these evaluation duties back to the state agencies
and/or departments themselves. As a private business owner with payroll of over
$6,000,000.00, and as a Kansas, Inc. board member, I have a vested interest in ensuring
that the economy in Kansas continues to improve and that the economic development
programs and incentives within the state are fairly and accurately evaluated. I don’t
believe that can be done, independent of political pressures, when an agency is essentially
evaluating its own effectiveness. And, I don’t believe the Legislature could feel as secure
in any decision that it would be forced to make based solely on research done by internal
state government agencies.

Therefore, for these reasons, I strongly oppose SB 260.

Thank you.
Senai? C.omm?_r:(;g Committee
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