Approved: March 30, 2010
Date

MINUTES OF THE HOUSE TAXATION COMMITTEE

The meeting was called to order by Chairman Richard Carlson at 9:10 a.m. on February 17, 2010, in
Room 783 of the Docking State Office Building.

All members were present.

Committee staff present:
Gordon Self, Office of the Revisor of Statutes
Scott Wells, Office of the Revisor of Statutes
Chris Courtwright, Kansas Legislative Research Department
Brandon Riffel, Kansas Legislative Research Department
Marla Morris, Committee Assistant

There were no conferees appearing before the Committee.

Others attending:
See attached list.

There were no Bill Introductions.

Chairman Carlson brought to the attention of the Committee correspondence received from Janet Schalansky,
Kansas Children’s Service League addressing questions on HB 2621 (Attachment 1). At the request of Janet
Schalansky, Chairman Carlson noted a clerical error in the document. The additional positions that would
be needed to replace volunteers is 21 FTE not 19.5 FTE.

Discussion and Action on:
HB 2621 - Prohibiting transferability of income tax credits and repealing certain income tax credits.

Staff Gordon Self, Office of the Revisor of Statutes, presented a summary of HB 2621. HB 2621 would
remove transferability on certain income tax credits and repeal certain income tax credits that are rarely, or
never used.

A copy of HB 2621 displaying a proposed balloon amendment that restores transferability for the Angel
Investor Tax Credit, but requires electronic filing and KTEC approval was distributed to the Committee

(Attachment 2).

Representative George moved to pass out HB 2621 favorably with balloon amendments. The motion was
seconded by Representative Menghini.

Representative Siegfreid made a motion requesting a conceptual amendment that retains transferability to the

Community Service Contribution Credit and Community College credit and strikes all language that pertains

to the removal of transferability. The motion was seconded by Representative Goico. The motion carried.

Representative George distributed a copy of HB 2621 displaying a proposed balloon amendment to restore
transferability of the Individual Development Account Contribution Income Tax Credit and making related
technical amendments (Attachment 3).

Representative George made a motion to offer the amendment that eliminates Individual Development

Accounts (IDA) from HB 2621. Representative Hawk seconded the motion. The motion carried.

Representative George moved the balloon amendment to restore transferability and require electronic filing
and KTEC approval of the Angel Investor Tax Credits. The motion was seconded by Representative Schwartz.
The motion carried.

Representative George moved to pass HB 2621 favorably as amended. The motion was seconded by
Representative Menghini. The motion carried.

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




CONTINUATION SHEET

Minutes of the House Taxation Committee at 9:00 a.m. on February 17, 2010, in Room 783 of the
Docking State Office Building.

Discussion and action on:

HB 2520 - Defining “willfully” for failure to collect taxes and other violations of Kansas tax law.
Revisor Self briefed the Committee on HB 2520. The bill was requested by the Department of Revenue and
concerns the lawful definition of the term “willfully” relative to persons who willfully fail to collect taxes.

He stood for questions.

Representative Siegfreid requested Revisor Self to conduct a search to determine if “willfully” is used
elsewhere in the tax code of the State of Kansas.

Representative Menghini moved HB 2520 passed out favorably. The motion was seconded by Representative
McCray-Miller. The motion carried.

Discussion and action on:

HB 2519 - Amendments to sales tax law to provide conformity with streamlined sales and use tax
agreement act.

Revisor Self presented a summary of HB 2519. This bill was requested by the Department of Revenue and
provides conforming amendments to our law with regard to the streamline sales tax agreement. He stood for
questions.

Representative Menghini moved to pass HB 2519 favorably. The motion was seconded by Representative
McCray-Miller.

Representative Siegfreid moved to amend HB 2519 allowing choice of destination or origin sourcing
individually by businesses. The motion was seconded by Representative Goico.

Representative Siegfreid closed on the amendment to allow businesses the choice of using destination or
origin sourcing at their discretion. The motion carried.

Representative Menghini withdrew the main motion to pass out favorably HB 2519. The motion to withdraw
was seconded by Representative McCray-Miller.

Representative Goico moved to pass HB 2519 favorably as amended. The motion was seconded by
Representative Siegfreid. The motion carried.

The next meeting is scheduled for, February 24, 2010.

The meeting was adjourned at 10:32 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to

the individuals appearing before the committee for editing or corrections. Page 2
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Toll-free
877-530-5275
www.kcsl.org

3545 SW 5th
P.O. Box 5268
Topeka, KS 66605

Tel 785-274-3100
Fax 785-274-3822

Locations

Cirnarron
Deerfield
Emporia
Garden City
Hays
Hugoton
Hutchinson
Kansas City, KS
Kingman
Lenexa
Leofi
Liberal
Manhattan
Pittsburg
Pratt
Salina
Satanta
St.John
Stafford
Topeka
Ulysses
Wichita

Kansas Children's Service League
is the Kansas Chapter of Prevent
Child Abuse America, a member of
the Chitd Welfare Leagus of Ametica
and the United Way. Accredited by
the Council on Accreditation,

Kansas Childrens Service Leégue g

Giving Kids Our Best. For Over 100 Years.

The Honorable Richard Carison, Chair
House Committee on Taxation
Room 783-W, Docking

February 16, 2010

Re: Follow-up information regarding H.B. 2549

Chairman Carlson and Members of the Committee:

The following information is being provided in response to Rep. Kleeb's question following our
testimony on February 15, regarding the number of volunteers assisting with KCSL programs.
KCSL currently has approximately 379 volunteers, including:
e 57 individuals who serve on our statewide boards
¢ 119 members of community councils, who assist with the Healthy Families program
and various community events
29 who serve on resource family recruitment advisory committees
168 volunteers who help provide services within specific programs, as follows:
o Head Start - 38
Parent Mediation — 25
Parent Help Line - 30
Parents Helping Parents - 30
Community Resource Library - 40
o ChildCare-5
6 students who are providing services as a part of their educational experience

0 00O

*

An additional 557 Head Start parents contribute to KCSL's required “in kind” services match
by completing home-based activities with their children.

We estimate that if it were necessary to replace these volunteers with paid staff, it would

require an additional 19.5 FTE positions, as follows:
+ Parent Mediation — 4

Parent Help Line — 8 (24/7 line)

Parents Helping Parents - 3

Community Resource Library - 1

Child Care - .5

Community Council — 1.5

Students— 3.0

s & & & & @

We appreciate the opportunity to respond to this question. Please let me know if you need any
additional information.

Sincerely,

Janet Schalansky,

%

Pravent Ohﬁd Abuse
America
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Session of 2010
HOUSE BILL No. 2621
By Committee on Taxation

2-3

AN ACT concerning income taxation; relating to certain credits; prohib-
iting future transferability thereof; repealing certain credits; amending
K.S.A. 39-7,132 and 65-7107 and K.S.A. 2009 Supp. 74-5005, 74-
50,201, 74-50,202, 74-50,203, 74-50,205, 74-8133, 79-32,199a, 79-
32,199b and 79-32,261 and repealing the existing sections; also re-
pealing K.S.A. 79-32,200 and K.S.A. 2009 Supp. 74-50,208,
79-32,197a, 79-32,204, 79-32,207 and 79-32,242.

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

Section 1. K.5.A. 39-7,132 is hereby amended to read as follows: 39-
7,132. (a) Any person whe-agrees may agree to provide financial support
to a person who would otherwise be eligible to receive aid to families
with dependent children and whe-has-entered may enter into an agree-
ment with the secretary of social and rehabilitation services for this pur-
pose, in accordance with rules and regulations adopted by the secretary
of social and rehabilitation services establishing the terms and condition's

of such agreement;-shat-receive-aeredit-against-the-taxtinbility-impesed
amendments-thereto.

(b) Moneys received by the secretary under this section shall be used
to match available federal moneys for providing aid to families with de-
pendent children in the following manner: (1) The portion equal to 80%
of such moneys shall be credited to the state general fund, (2) the portion
equal to 15% of such moneys shall be used by the secretary to match
available federal moneys and shall be added by the secretary to the grant
of the recipient family, (3) the remaining portion equal to 5% of such
moneys shall be credited to the social welfare fund for administrative
expenses and one-time grants.

Sec. 2. K.S.A. 65-7107 is hereby amended to read as follows: 65-
7107. ¢&} Appropriate state agencies are hereby directed to amend their
state plans to protect the benefits of those receiving such benefits by
adding language consistent with the following: Any funds in an individual
development account, including accrued interest, shall be disregarded
when determining eligibility to receive the amount of any public assis-
tance or benefits.

Proposed Amendment:
Restore transferability for angel investor tax credit
but require electronic filing and KTEC approval

House Taxtation

22621t2.pdf
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Sec. 3. K.S.A. 2009 Supp. 74-5005 is hereby amended to read as
follows: 74-5005. The department shall be the lead agency of the state
for economic development of commerce through the promotion of busi-
ness, industry, trade and tourism within the state. In general, but not by
way of limitation, the department shall have, exercise and perform the
lollowing powers and duties:

(a) To assume central responsibility for implementing all facets of a
comprehensive, long-term, economic development strategy and for co-
ordinating the efforts of both state agencies and local economic devel-
opment groups as they relate to that objective;

(b) to coordinate the implementation of the strategy 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 accom-
plishment of the purposes of this act;

(c) to advise and cooperate with all federal departiments, research
institutions, educational institutions and agencies, quasi-public profes-
sional societies, private business and agricultural organizations and asso-
ciations, and any other party, public or private, and to call upon such
parties for consultation, and assistance in their respective fields of inter-
est, to the end that all up to date available technical advice, information
and assistance be gathered for the use of the department, the governor,
the legislature, and the people of this state;

(d) to enter into agreements necessary to carry out the purposes of
this act;

A-A
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(e) to conduct an effective business information service, keeping up
to date information on such things as manufacturing industries, labor
supply and economic trends in employment, income, savings and pur-
chasing power within the state, utilizing the services and information
available from the division of the budget of the department of
administration;

(f) to support a coordinated program of scientific and industrial re-
search with the objective of developing additional uses of the state’s nat-
ural resources, agriculture, agricultural products, new and better indus-
trial products and processes, and the best possible utilization of the raw
materials in the state; and to coordinate this responsibility with the state
educational institutions, with all state and federal agencies, and all public
and private institutions within or outside the state, all in an effort to assist
and encourage new industries or expansion of existing industries through
basic research, applied research and new development;

(g) to maintain and keep current all available information regarding
the industrial opportunities and possibilities of the state, including raw
materials and by-products; power and water resources; transportation fa-
cilities; available markets and the marketing limitations of the state; labor
supply; banking and financing facilities; availability of industrial sites; and
the advantages the state and its particular sections have as industrial lo-
cations; and such information shall be used for the encouragement of new
industries in the state and the expansion of existing industries within the
state;

(h)  to publicize information and the economic advantages of the state
which make it a desirable place for commercial and industrial operations
and as a good place in which to live;

(i) to establish a clearinghouse for the collection and dissemination
of information concerning the number and location of public and private
postsecondary vocational and technical education programs in areas crit-
ical to economic development;

(j) to acquaint the people of this state with the industries within the
state and encourage closer cooperation between the farming, commercial
and industrial enterprises and the people of the state;

(k) to encourage and promote the traveling public to visit this state
by publicizing information as to the recreational, historic and natural ad-
vantages of the state and its facilities for transient travel and to contract
with organizations for the purpose of promoting tourism within the state;
and the department may request other state agencies such as, but not
limited to, the Kansas water office, the Kansas department of wildlife and
parks and the department of transportation, for assistance and all such
agencies shall coordinate information and their respective efforts with the
department to most efficiently and economically carry out the purpose
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and intent of this subsection;

)y to participate in economic development and plauning assistance
programs of the federal government to political subdivisions;

(n) to assist counties and cities in industrial development through
the establishment of industrial development corporations. including site
surveys, small business administration situations, and render such other
similar assistance as may be required; and in those instances where it is
deemed appropriate, to contract with and make a service charge to the
county or city involved [or such services rendered;

(n) to render assistance to private enterprise on planning problems
and site surveys upon request and shall make a reasonable service charge
for such services rendered; and any moneys received for services ren-
dered, as provided in this subsection, shall be deposited in the fund and
expended therefrom, as provided in subsection (0);

(0) to make agreements with other states and with the United States
government, or its agencies, and to accept funds from the federal gov-
ernment, or its agencies, or any other source for research studies, inves-
tigation, planning and other purposes related to the duties of the depart-
ment; and any funds so received shall be remitted to the state treasurer
in accordance with the provisions of K.S.A. 75-4215, and amendments
thereto. Upon receipt of each such remittance, the state treasurer shall
deposit the entire amount in the state treasury to the credit of a special
revenue fund which is hereby created and shall be known as the “eco-
nomic development fund” or used in accordance with or direction of the
contributing federal agencies; and expenditures from such fund may be
made for any purpose in keeping with the responsibilities, functions and
authority of the department; and warrants on such fund shall be drawn
in the same manner as required of other state agencies upon vouchers
signed by the secretary;

(p) to do other and further acts as shall be necessary and proper in
fostering and promoting the industrial development and economic wel-
fare of the state;

(@) to organize, or cause to be organized, an advisory board or boards
representing interested groups, including industry, labor, agriculture, sci-
entific research, the press, the professions, industrial associations, civic
groups, etc.; and such board or boards shall advise with the department
as to its work and the department shall, as far as practicable, cooperate
with such board or boards, and secure the active aid thereof in the ac-
complishment of the aims and objectives of the department;

(r) to perform the duties imposed under the Kansas venture capital
company act;

(s) to serve as the central agency and clearinghouse to collect and
disseminate ideas and information bearing on local planning problems;

2
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and, in so doing, the department, upon request of the board of county
commissioners of any county or the governing body of any city in the
state, may make a study and report upon any planning problem of such
county or city submitted to it;

() to disseminate to the public information concerning economic de-
velopment programs available in the state, regardless of whether such
programs are administered by the department or some other agency and
the department shall make available audio-visual and written materials
describing the economic development programs to local chambers of
commerce, economic development organizations, banks and public li-
braries and shall take other measures as may be necessary to effectuate
the purpose of this subsection; and

(u)  to perform the duties imposed under the individual development
account program act, K.S.A. 2009 Supp. 74-50,201 through 74-56;208 74-
50,207, and amendments thereto.

Sec. 4. K.S.A. 2009 Supp. 74-50,201 is hereby amended to read as
follows: 74-50,201. The provisions of K.S.A. 2009 Supp. 74-50,201
through 74-50;208 74-50,207, and amendments thereto, shall be known
and may be cited as the individual development account program act.

Sec. 5. K.S.A. 2009 Supp. 74-50,202 is hereby amended to read as
follows: 74-50,202. As used in this act:

(a) “Account holder” means a legal resident who is the owner of an
individual development account.

(b) “Community-based organization” means any religious or chari-
table association or tribal entity that is approved by the department to
implement the individual development account reserve fund.

(c) “Department” means the department of commerce.

(d) “Federal poverty level” means the most recent poverty income
guidelines published in the calendar year by the United States depart-
ment of health and human services.

(e) “Financial institution” means any bank, trust company, savings
bank, credit union or savings and loan association or any other financial
institution regulated by the state of Kansas, any agency of the United
States or other state with an office in Kansas which is approved by the
secretary to create and maintain the necessary financial instruments set-
ting up individual development accounts for eligible families or indiod
uals to implement this program.

(O “Individual development account”™ means a financial stnnnent
established in K.S.A. 2009 Supp. 74-50.203, and amendments the roto

(g)  “Individnal development accomit resenve fand “means the fand
created by an approved community-hased organization for the PHIpON
of funding the costs incurred in the administration of the program b the
financial institutions and the community-based organizations and for pro-
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viding matching funds for moneys in individual development accounts.

() “Matching funds” mean the moneys designated for contribution
from an individual development account reserve fund to an individual
development account by a community-based organization at a one-to-one
ratio up to a three-to-one ratio.

(i) “Postsecondary education expenses” mean tuition and {ves re-
quired for enrollment or attendance, and fees, books, supplies and equip-
ment required for courses of instruction at an educational institution.

(j) “Program” means the Kansas individual development account pro-
gram established in K.S.A. 2009 Supp. 74-50,201 through 74-56;208 7.4
50,207, and amendments thereto.

(k) “Program contributor” means a person or entity who makes a
contribution to an individual development account reserve fund.

() “Qualified acquisition costs” mean the costs of acquiring, con-
structing or reconstructing a residence. The term includes any usual or
reasonable settlement, {inancing or other closing costs.

(m)  “Qualified business” means any business that does not contra-
vene any law or public policy, as determined by the secretary.

() “Quualified business capitalization expenses” mean qualified ex-
penditures for the capitalization of a qualified business pursuant to a
qualified plan.

(0)  “Qualified expenditures” mean expenditures included in a quali-
fied plan, including capital, plant, equipment, working capital and inven-
tory expenses.

(p) “Qualified first-time homebuyer” means a taxpayer, and, if mar-
ried, the taxpayer’s spouse, who has no present ownership interest in a
principal residence during the three-year period ending on the date on
which a binding contract to acquire, construct or reconstruct the principal
residence to which this subsection applies is entered into.

(@) “Qualified plan” means a business plan which:

(1) Is approved by a financial institution, or by a nonprofit loan fund
having demonstrated fiduciary integrity;

(2) includes a description of services or goods to be sold, a marketing
plan and projected financial statements; and

(3) may require the eligible individual to obtain the assistance of an
experienced entrepreneurial advisor.

(r)  “Qualified principal residence” means a principal residence, the
qualified acquisition costs of which do not exceed 100% of the average
area purchase price applicable to such residence.

(s) “Secretary” means the secretary of commerce.

Sec. 6. K.S.A. 2009 Supp. 74-50,203 is hereby amended to read as
follows: 74-50,203. (a) There is hereby established within the department
a program to be known as the individual development account program.

26
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The program shall provide eligible families and individuals with an op-
portunity to establish special savings accounts for moneys which may be
used by such families and individuals for the purposes enumerated by
K.S.A. 2009 Supp. 74-50,204, and amendments thereto.

(b) The secretary shall adopt rules and regulations and policies to
implement and administer the provisions of K.S.A. 2009 Supp. 74-50,201
through 74-56:268 74-50,207, and amendments thereto.

(c) The secretary shall enter into contracts as deemed appropriate to
carry out the provisions of this act.

(d) The department shall prepare a request for proposals from com-
munity-based organizations seeking to administer an individual develop-
ment account reserve fund on a not-for-profit basis. The community-
based organization proposals shall include:

(1) A requirement that the community-based organization make
matching contributions to the development account of an individual ac-
count holder’s or family’s contributions to the individual development
account;

(2) a process for including account holders in decision making re-
garding the investment of funds in the accounts; ‘

(3)  specifications of the population or populations targeted for pri-
ority participation in the program;

(4) arequirement that the individual account holder or the family of
the account holder attend economic education seminars;

(5) a process for including economic education seminars in the in-
dividual development account program;

(6) a process for regular evaluation and review of individual devel-
opment accounts to ensure program compliance by account holders; and

(7) a requirement that the community-based organization obtain an
annual independent audit of the organization’s administration of the pro-
visions of K.S.A. 2009 Supp. 74-50,201 through 74-50,208 74-50,207, and
amendments thereto.

(e) A notice of the request for proposals shall be published once in
the Kansas register at least 10 days before any action thereon.

() In reviewing the proposals of community-based organizations, the
department shall consider the following factors:

(1) The not-for-profit status or tribal status of such community-based
organization;

(2) the fiscal accountability of the community-based organization;

(3) the ability of the community-based organization to provide or
raise moneys for matching contributions;

(4) the ability of the community-based organization to establish and
administer an individual development reserve fund account which shall
receive all contributions from program contributors;
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(5) the significance and quality of proposed auxiliary services, includ-
ing economic education seminars and their relationship to the goals of
the individual development account program; and

(6) the percentage of funds in the reserve fund account that shall be
used for administrative costs of the program.

(g)  No more than 20% of all funds in the reserve Tund accommt may
be used for administrative costs of the program in the first and second
years of the program, and no more than 15% of such funds may he used
for administrative costs in any subsequent year. Funds deposited by ac-
count holders shall not be used for administrative costs.

Sec. 7. K.S.A. 2009 Supp. 74-50,205 is hereby amended to read as
follows: 74-50,205. () I"inancial institutions seeking to open and maintain
individual development accounts approved by the secretary for account
holders shall be permitted to establish individual development accounts
pursuant to K.S.A. 2009 Supp. 74-50,201 tln'ough F-50:208 7.4-50,207,
and amendments thereto.

(b) A financial institution establishing an individual development ac-
count shall:

(1) Keep the account in the name of the account holder;

(2) permit deposits to be made in the account by the following, sub-
ject to the indicated conditions:

(A) The account holder; or

(B) acommunity-based organization on behalf of the account holder.
Such a deposit may include moneys to match the account holder’s de-
posits, up to a three-to-one match ratio;

(3) require the account to earn at least the market rate of interest;
and

(4) permit the account holder to withdraw moneys upon approval of
a community-based organization from the account for any of the purposes
listed in subsections (a) through (e) of X.S.A. 2009 Supp. 74-50,204, and
amendments thereto.

(¢) The total of all deposits by the account holder into an individual
development account in a calendar year shall not exceed 30% of an ac-
count holder’s annual personal income not to exceed $4,000, except when
necessary to comply with the emergency withdrawal provisions contained
in K.S.A. 2009 Supp. 74-50,206, and amendments thereto. The total bal-
ance in an individual development account at any time shall not exceed
$50,000.

Sec. 8. K.S.A. 2009 Supp. 74-8133 is hereby amended to read as
follows: 74-8133. (a) A credit against the tax imposed by article 32 of
chapter 79 of the Kansas Statutes Annotated on the Kansas taxable in-
come of an angel investor and against the tax imposed by K.S.A. 40-252,
and amendments thereto, shall be allowed for a cash investment in the
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qualified securities of a qualified Kansas business. The credit shall be in
a total amount equal to 50% of such investors’ cash investment in any
qualified Kansas business, subject to the limitations set forth in subsection
(b).\This tax credit may be used in its entirety in the taxable year in which

the cash investment is made except that no tax credit shall be allowed in
a year prior to January 1, 2005. If the amount by which that portion of
the credit allowed by this section exceeds the investors’ liability in any
one taxable year, beginning in the year 2005, the remaining portion of
the credit may be carried forward until the total amount of the credit is
used. If the investor is a permitted entity investor, the credit provided by
this section shall be claimed by the owners of the permitted entity investor
in proportion to their ownership share of the permitted entity investor.

(b) The secretary of revenue shall not allow tax credits of more than
$50,000 for a single Kansas business or a total of $250,000 in tax credits
for a single year per investor who is a natural person or owner of a per-
mitted entity investor. No tax credits authorized by this act shall be al-
lowed for any cash investments in qualified securities for any year after
the year 2016. The total amount of tax credits which may be allowed
under this section shall not exceed $4,000,000 during the tax year 2007
and $6,000,000 for tax year 2008 and each tax year thereafter. The balance
of unissued tax credits may be carried over for issuance in future years
until 2016.

(¢) A cash investment in a qualified security shall be deemed to have
been made on the date of acquisition of the qualified security, as such
date is determined in accordance with the provisions of the internal rev-
enue code.

{(d) No investor shall claim a credit under this section for cash in-
vestments in Kansas venture capital, inc. No Kansas venture capital com-
pany shall qualify for the tax credit for an investment in a fund created
by articles 81, 82, 83 or 84 of chapter 74 of the Kansas Statutes Annotated.

(e) Any-investor-who-has-not-ewed-any Kansas-ineome-taxunder-the

” Eartiele-39-el 79 of theK g , i,
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The credit shall
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be claimed on a return filed
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—# The reasonable costs of the administration of this act, the review
of applications for certification as qualified Kansas businesses and the
issuance of tax credits authorized by this act shall be reimbursed through
fees paid by the qualified Kansas businesses and the investors or the
transferees of investors, according to a reasonable fee schedule adopted
by the corporation.

Sec. 9. K.S.A. 2009 Supp. 79-32,199a is hereby amended to read as
follows: 79-32,199a. The provisions of K.S.A. 2009 Supp. 79-32,195; and
79-32,197 and-79-32:397 shall be applicable to all taxable years com-
mencing alter December 31, 1998 2009.

Sec. 10. K.S.A. 2009 Supp. 79-32,199b is hereby amended to read
as follows: 79-32,199b. The provisions of K.5.A. 2009 Supp. 79-32,195;
and 79-32,197 and-79-32;167a shall be applicable to all taxable years com-
mencing after December 31, 2660 2009.

Sec. 11.  K.S.A. 2009 Supp. 79-32,261 is hereby amended to read as
[ollows: 79-32,261. (a) On and after July 1, 2008, any taxpayer who con-
tributes in the manner prescribed by this section to a community college
located in Kansas for capital improvements, to a technical college for
deferred maintenance or the purchase of technology or equipment or to
a postsecondary educational institution located in Kansas for deferred
maintenance, shall be allowed a credit against the tax imposed by the
Kansas income tax act, the premium tax or privilege fees imposed pur-
suant to K.S.A. 40-252, and amendments thereto, or the privilege tax as
measured by net income of financial institutions imposed pursuant to
article 11 of chapter 79 of the Kansas Statutes Annotated. The tax credit
allowed by this section is applicable for the tax year 2008 for any contri-
butions made on and after July 1, 2008, and for the tax years 2009, 2010,
2011 and 2012 for any contributions made during the entire tax year. The
amount of the credit allowed by this section shall not exceed 60% of the
total amount contributed during the taxable year by the taxpayer to a
community college or a technical college located in Kansas for such pur-
poses. The amount of the credit allowed by this section shall not exceed
50% of the total amount contributed during the taxable year by the tax-
payer to a postsecondary educational institution for such purposes. If the
amount of the credit allowed by this section for a taxpayer who contributes
to a community college or a technical college exceeds the taxpayer’s in-
come tax liability imposed by the Kansas income tax act, such excess
amount shall be refunded to the taxpayer. If the amount of the tax credit

Any investor who has not owed any Kansas income tax under the
provisions of article 32, chapter 79 of the Kansas Statutes Annotated
for the immediate past three taxable years, who does not reasonably
believe that it will owe any such tax for the current taxable year and
who makes a cash investment in a qualified security of a qualified
Kansas business shall be deemed to acquire an interest in the nature of
a transferable credit limited to an amount equal to 50% of this cash
investment. This interest may only be transferred when approved by
KTEC to any natural person of net worth, as defined in 17 C.F.R.
230.501(a) as in effect on the effective date of this act whether or not
such person is then an investor and be claimed by the transferee as a
credit against the transferee's Kansas income tax liability beginning in
the year provided in subsection (a). No person shall be entitled to a
refund for the interest created under this section. Only the full credit
for any one investment may be transferred and this interest may only
be transferred one time. A credit acquired by transfer shall be subject
to the limitations prescribed in this section. Documentation of any
credit acquired by transfer shall be provided by the investor in the
manner required by the director of taxation.
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for a taxpayer who contributes to a postsecondary educational institution
exceeds the taxpayer’s income tax liability for the taxable year, the amount
which exceeds the tax liability may be carried over for deduction from
the taxpayer’s income tax liability in the next succeeding taxable year or
years until the total amount of the tax credit has been deducted from tax
liability, except that no such tax credit shall be carried over for deduction
after the third taxable year succeeding the taxable year in which the con-
tribution is made. Prior to the issuance of any tax credits pursuant to this
section, the structure of the process in which contributions received by a
community college, a technical college or a postsecondary educational
institution qualify as tax credits allowed and issued pursuant to this section
shall be developed by a community college, a technical college and a
postsecondary educational institution in consultation with the secretary
of revenue and the foundation or endowment association of any such
community college, technical college or postsecondary educational insti-
tution in a manner that complies with requirements specified in the fed-
eral internal revenue code of 1986, as amended, so that contributions
qualify as charitable contributions allowable as deductions from federal
adjusted gross income.

(b) (1) Upon receipt of any such contributions to a community col-
lege made pursuant to the provisions of this section, the treasurer of the
community college shall deposit such contributions to the credit of the
capital outlay fund of such community college established as provided by
K.5.A. 71-501a, and amendments thereto. Expenditures from such fund
shall be made for the purposes described in subsection (a) of K.S.A. 71-
501, and amendments thereto, except that expenditures shall not be made
from such fund for new construction or the acquisition of real property
for use as building sites or for educational programs.

(2)  Upon receipt of any such contributions to a technical college
made pursuant to the provisions of this section, such contributions shall
be deposited to the credit of a deferred maintenance fund or a technology
and equipment fund established by the technical college which received
the contribution. Expenditures from such fund shall be made only for the
purpose as provided in this subsection,

(3)  Upon receipt of any such contributions to a postsecondary edu-
cational institution made pursuant to the provisions of this section, such
contributions shall be deposited to the credit of the appropriate deferred
maintenance support fund of the postsecondary educational institution
which received the contribution. Expenditures from such fund shall be
made only for the purposes designated for such fund pursuant to law.

(c) (1) In no event shall the total amount of credits allowed under
this section for taxpayers who contribute to any one such community
college or technical college exceed the following amounts: For the tax

A-11
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year 2008, an amount not to exceed $78,125; for the tax year 2009, an
amount not to exceed $156,250; and for the tax years 2010, 2011 and
2012, an amount not to exceed $208,233.33.

(2) In no event shall the total of credits allowed ander this section
for taxpayers who contribute to postsecondary cducational institunion
exceed the following amounts: For the tin sear 2005 an vnomnt vt to
exceed $5,625,000; for the tay vear 2000 i anoont oot o oveesd
$11,250,000; and for the tax vears 20000 2001 and 2002w noant
to exceed $15,000,000. Except as othenvise pron wWhod e wllon ation il
such tax credits for eacl individual state cducationad netitanon Jadh be
determined by the state board ol regents i conultation wath the v
tary of revenue and the university foundation or cadowient assocation
of each postsecondary educational institntion. and such deternmation
shall be completed prior to the issnance of any v credits pursuant to
this section. Not more than 40% of the total of credits allowed under this
section shall be allocated to any one postsecondary educational institution
unless all such postsecondary educational institutions approve an alloca-
tion to any one such postsecondary educational institution which exceeds
40% of the total of such credits allowed under this section.

(d)  As used in this section: (1) “Community college” means a com-
munity college established under the provisions of the community college
act;

(2) “deferred maintenance” means the maintenance, repair, recon-
struction or rehabilitation of a building located at a technical college or a
postsecondary educational institution which has been deferred, any utility
systems relating to such building, any life-safety upgrades to such building
and any improvements necessary to be made to such building in order to
comply with the requirements of the Americans with disabilities act or
other federal or state law;

(3) “postsecondary educational institution” means the university of
Kansas, Kansas state university of agriculture and applied science, Wichita
state university, Emporia state university, Pittsburg state university, Fort
Hays state university and Washburmn university of Topeka; and

(4) “technical college” means a technical college as designated pur-
suant to K.S.A. 72-4472, 72-4473, 72-4474, 72-4475 and 72-4477, and
amendments thereto.

HA-12
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—H The secretary of revenue shall submit an annual report to the
legislature to assist the legislature in the evaluation of the utilization of
any credits claimed pursuant to this act, including information specific as
to each community college, technical college or postsecondary educa-
tional institution. Such report shall be due on or before the first day of
the legislative session following the tax year in which the credits were
claimed.

(g} (f) The secretary of revenue shall adopt rules and regulations nec-
essary to administer the provisions of this section,

Sec. 12. K.§.A. 39-7,132, 65-7107 and 79-32,200 and K.S.A. 2009
Supp. 74-5005, 74-50,201, 74-50,202, 74-50,203, 74-50,205, 74-50,208,
74-8133, 79-32,197a, 79-32,199a, 79-32,199b, 79-32,204, 79-32,207, 79-
32,242 and 79-32,261 are hereby repealed.

Sec. 13. This act shall take effect and be in force from and after its
publication in the statute book.
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Session of 2010
HOUSE BILL No. 2621
By Committee on Taxation

2-3

AN ACT concerning income taxation; relating to certain credits; prohib-
iting future transferability thereof; repealing certain credits; amending
K.S.A. 39-7,132 and 65-7107 and K.S.A. 2009 Supp. 74500574
80;201—74-50,202,-74-50:203-74-50,205; 74-8133, 79-32,199a, 79-
32,199b and 79-32,261 and repealing the existing sections; also re-
pealing K.S.A. 79-32,200 and K.S.A. 2009 Supp. 74-50,208;
79-32,197a, 79-32,204, 79-32,207 and 79-32,249.

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

Section 1. K.S.A. 39-7,132 is hereby amended to read as follows: 39-
7,132. (a) Any person whe-agrees may agree to provide financial support
to a person who would otherwise be eligible to receive aid to families
with dependent children and whe-has-entered may enter into an agree-
ment with the secretary of social and rehabilitation services for this pur-
pose, in accordance with rules and regulations adopted by the secretary
of social and rehabilitation services establishing the terms and conditions

of such agreement;-shall-reecive-a-eredit-agatnst-the-taxiability-imposed

under-the-Kansas-ineome-taxactasprovided-under K-5-A-79-32.200and
amendments-thereto.

(b) Moneys received by the secretary under this section shall be used
to match available federal moneys for providing aid to families with de-
pendent children in the following manner: (1) The portion equal to 80%
of such moneys shall be credited to the state general fund, (2) the portion
equal to 15% of such moneys shall be used by the secretary to match
available federal moneys and shall be added by the secretary to the grant
of the recipient family, (3) the remaining portion equal to 5% of such
moneys shall be credited to the social welfare fund for administrative
expenses and one-time grants.

Sec. 2. K.S.A. 65-7107 is hereby amended to read as follows: 65-
7107. ¢&) Appropriate state agencies are hereby directed to amend their
state plans to protect the benefits of those receiving such benefits by
adding language consistent with the following: Any funds in an individual
development account, including accrued interest, shall be disregarded
when determining eligibility to receive the amount of any public assis-
tance or benefits.

Proposed Amendment:
Restore transferability of the Individual
Development Account Contribution
Income Tax Credit and making related
technical amendments.
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Sec. & K.S.A. 2009 Supp. 74-8133 is hereby amended to read as

follows: 74-8133. (a) A credit against the tax imposed by article 32 of
chapter 79 of the Kansas Statutes Annotated on the Kansas taxable in-
come of an angel investor and against the tax imposed by K.S.A. 40-252,
and amendments thereto, shall be allowed for a cash investment in the

v
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qualified securities of a qualified Kansas business. The credit shall be in
a total amount equal to 50% of such investors’ cash investment in any
qualified Kansas business, subject to the limitations set forth in subsection
(b). This tax credit may be used in its entirety in the taxable year in which
the cash investment is made except that no tax credit shall be allowed in
a year prior to January 1, 2005. If the amount by which that portion of
the credit allowed by this section exceeds the investors” liability in any
one taxable year, beginning in the year 2005, the remaining portion of
the credit may be carried forward until the total amount of the credit is
used. If the investor is a permitted entity investor, the credit provided by
this section shall be claimed by the owners of the permitted entity investor
in proportion to their ownership share of the permitted entity investor.

(b) The secretary of revenue shall not allow tax credits of more than
$50,000 for a single Kansas business or a total of $250,000 in tax credits
for a single year per investor who is a natural person or owner of a per-
mitted entity investor. No tax credits authorized by this act shall be al-
lowed for any cash investments in qualified securities for any year after
the year 2016. The total amount of tax credits which may be allowed
under this section shall not exceed $4,000,000 during the tax year 2007
and $6,000,000 for tax year 2008 and each tax year thereafter. The balance
of unissued tax credits may be carried over for issuance in future years
until 2016.

(¢) A cash investment in a qualified security shall be deemed to have
been made on the date of acquisition of the qualified security, as such
date is determined in accordance with the provisions of the internal rev-
enue code.

(d) No investor shall claim a credit under this section for cash in-
vestments in Kansas venture capital, inc. No Kansas venture Capital com-
pany shall qualify for the tax credit for an investment in a fund created
by articles 81, 82, 83 or 84 of chapter 74 of the Kansas Statutes Annotated.

() Ay imvestor who has ot owed mny Kensas income tex ndor the

3-9
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— The reasonable costs of the administration of this act, the review
of applications for certification as qualified Kansas businesses and the
issuance of tax credits authorized by this act shall be reimbursed through
fees paid by the qualified Kansas businesses and the investors or the
transferees of investors, according to a reasonable fee schedule adopted
by the corporation.

N
Sec. 8- K.S.A. 2009 Supp. 79-32,199a is hereby amended to read as B |4
follows: 79-32,199a. The provisions of K.S.A. 2009 Supp. 79-32,195; and
79-32,197 and-79-32:397x shall be applicable to all taxable years com-
mencing after December 31, $998 2009. .
s

Sec. 408: K.S.A. 2009 Supp. 79-32,199b is hereby amended to read
as follows: 79-32,199b. The provisions of K.S.A. 2009 Supp. 79-32,195;
and 79-32,197 and-79-38:197a shall be applicable to all taxable years com-
mencing after December 31, 2660 2009.

Sec. H. K.S.A. 2009 Supp. 79-32,261 is hereby amended to read as
follows: 79-32,261. (a) On and after July 1, 2008, any taxpayer who con-
tributes in the manner prescribed by this section to a community college
located in Kansas for capital improvements, to a technical college for
deferred maintenance or the purchase of technology or equipment or to
a postsecondary educational institution located in Kansas for deferred
maintenance, shall be allowed a credit against the tax imposed by the
Kansas income tax act, the premium tax or privilege fees imposed pur-
suant to K.S.A. 40-252, and amendments thereto, or the privilege tax as
measured by net income of financial institutions imposed pursuant to
article 11 of chapter 79 of the Kansas Statutes Annotated. The tax credit
allowed by this section is applicable for the tax year 2008 for any contri-
butions made on and after July 1, 2008, and for the tax years 2009, 2010,
2011 and 2012 for any contributions made during the entire tax year. The
amount of the credit allowed by this section shall not exceed 60% of the
total amount contributed during the taxable year by the taxpayer to a
community college or a technical college located in Kansas for such pur-
poses. The amount of the credit allowed by this section shall not exceed
50% of the total amount contributed during the taxable year by the tax-
payer to a postsecondary educational institution for such purposes. If the
amount of the credit allowed by this section for a taxpayer who contributes
to a community college or a technical college exceeds the taxpaver’s in-
come tax liability imposed by the Kansas income tax act, such excess
amount shall be refunded to the taxpayer. If the amount of the tax credit

\4
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for a taxpayer who contributes to a postsecondary educational institution
exceeds the taxpayer’s income tax liability for the taxable year, the amount
which exceeds the tax liability may be carried over for deduction from
the taxpayer’s income tax liability in the next succeeding taxable year or
years until the total amount of the tax credit has been deducted from tax
liability, except that no such tax credit shall be carried over for deduction
after the third taxable year succeeding the taxable year in which the con-
tribution is made. Prior to the issuance of any tax credits pursuant to this
section, the structure of the process in which contributions received by a
community college, a technical college or a postsecondary educational
institution qualify as tax credits allowed and issued pursuant to this section
shall be developed by a community college, a technical college and a
postsecondary educational institution in consultation with the secretary
of revenue and the foundation or endowment association of any such
community college, technical college or postsecondary educational insti-
tution in a manner that complies with requirements specified in the fed-
eral internal revenue code of 1986, as amended, so that contributions
qualify as charitable contributions allowable as deductions from federal
adjusted gross income. ‘

(b) (1) Upon receipt of any such contributions to a community col-
lege made pursuant to the provisions of this section, the treasurer of the
community college shall deposit such contributions to the credit of the
capital outlay fund of such community college established as provided by
K.S.A. 71-501a, and amendments thereto. Expenditures from such fund
shall be made for the purposes described in subsection (a) of K.S.A. 71-
501, and amendments thereto, except that expenditures shall not be made
from such fund for new construction or the acquisition of real property
for use as building sites or for educational programs.

(2) Upon receipt of any such contributions to a technical college
made pursuant to the provisions of this section, such contributions shall
be deposited to the credit of a deferred maintenance fund or a technology
and equipment fund established by the technical college which received
the contribution. Expenditures from such fund shall be made only for the
purpose as provided in this subsection.

(3)  Upon receipt of any such contributions to a postsecondary edu-
cational institution made pursuant to the provisions of this section, such
contributions shall be deposited to the credit of the appropriate deferred
maintenance support fund of the postsecondary educational institution
which received the contribution. Expenditures from such fund shall be
made only for the purposes designated for such fund pursuant to law.

(¢) (1) In no event shall the total amount of credits allowed under
this section for taxpayers who contribute to any one such community
college or technical college exceed the following amounts: For the tax

3-//
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year 2008, an amount not to exceed $78,125; for the tax year 2009, an
amount not to exceed $156,250; and for the tax years 2010, 2011 and
2012, an amount not to exceed $208,233.33.

(2) In no event shall the total of credits allowed under this section
for taxpayers who contribute to postsecondary educational institutions
exceed the following amounts: For the tax year 2008, an amount not to
exceed $5,625,000; for the tax year 2009, an amount not to exceed
$11,250,000; and for the tax years 2010, 2011 and 2012, an amount not
to exceed $15,000,000. Except as otherwise provided, the allocation of
such tax credits for each individual state educational institution shall be
determined by the state board of regents in consultation with the secre-
tary of revenue and the university foundation or endowment association
of each postsecondary educational institution, and such determination
shall be completed prior to the issuance of any tax credits pursuant to
this section. Not more than 40% of the total of credits allowed under this
section shall be allocated to any one postsecondary educational institution
unless all such postsecondary educational institutions approve an alloca-
tion to any one such postsecondary educational institution which exceeds
40% of the total of such credits allowed under this section.

(d)  As used in this section: (1) “Community college” means a com-
munity college established under the provisions of the community college
act;

(2) “deferred maintenance” means the maintenance, repair, recon-
struction or rehabilitation of a building located at a technical college or a
postsecondary educational institution which has been deferred, any utility
systems relating to such building, any life-safety upgrades to such building
and any improvements necessary to be made to such building in order to
comply with the requirements of the Americans with disabilities act or
other federal or state law:;

(3) “postsecondary educational institution” means the university of
Kansas, Kansas state university of agriculture and applied science, Wichita
state university, Emporia state university, Pittsburg state university, Fort
Hays state university and Washburn university of Topeka; and

(4) “technical college” means a technical college as designated pur-
suant to K.S.A. 72-4472, 72-4473, 72-4474, 72-4475 and 72-4477, and
amendments thereto.

(e) Any&fﬂ*pﬁyeﬂie%mbjee%%&&nmm—meemeq%m}egewmﬂm
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—t The secretary of revenue shall submit an annual report to the
legislature to assist the legislature in the evaluation of the utilization of
any credits claimed pursuant to this act, including information specific as
to each community college, technical college or postsecondary educa-
tional institution. Such report shall be due on or before the first day of
the legislative session following the tax year in which the credits were
claimed.

2} (f) The secretary of revenue shall adopt rules and regulations nec-
essary to administer the provisions of this section.

N

Sec. 42. K.S.A. 39-7,132, 65-7107 and 79-32,200 and K.S.A. 2009 v
Supp. ¥4-5005—74-50,20174-50:202--74 5020374 50,205 74 50,208;
74-8133, 79-32,197a, 79-32,199a, 79-32,199h, 79-32,204, 79-32,207, 79-

32,242 and 79-32,261 are hereby repealed. >

Sec, 13- This act shall take effect and he in force from and after its
publication in the statute book.
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