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MINUTES OF THE SENATE ASSESSMENT AND TAXATION COMMITTEE.

The meeting was called to order by Chairperson David Corbin at 10:40 am. on February 5, 2001, in Room
519-S of the Capital.

All members were present except:

Committee staff present: Chris Courtwright, Legidative Research Department
April Holman, Legidative Research Department
Don Hayward, Revisor of Statutes Office
Shirley Higgins, Committee Secretary

Conferees appearing before the committeer  Frances Kastner, Kansas Food Dealers Association
Marlee Carpenter, Kansas Chamber of Commerce & Industry
David Unruh, Wichita Independent Business Association
Hal Hudson, Nationa Federation of Independent Businesses
Charles Gregor, Leavenworth-Lainsing Area Chamber of
Commerce
Ross Markle, Harris Bros. Cleaners, Inc.
Don McNedy, Kansas Automobile Dedlers Association
E. Dean Carlson, Secretary of Transportation
Curtis Sneden, Payless ShoeSource
Jeff Levin, Varney’s Book Store & Kansas Retail Council

Others attending: See attached ligt.

SB 38-Salestaxation; allowing remittance credits for collection services provided.

Francis Kastner, Kansas Food Deders Association, testified in support of SB 38. She noted that 41.7 percent of
dl taxes collected by the Department of Revenue consists of saes tax sent to the Department by Kansas merchants
a no cost tothe state. Shefedsitisimportant that legidators recognize this added expense for merchantsand alow
atwo percent credit onthe tranamissionof the taxes they collect. She pointed out that Kansas is one of four states
involved inapilot programto collect saestax fromE-commerce, and athird party service provider will be permitted
to keep apercentage of the sdlestax collected. She believesthat K ansas merchants, who have been collecting sales
tax for nearly 65 years a no cost to the state, should aso be compensated. (Attachment 1)

Marlee Carpenter, Kansas Chamber of Commerce and Industry, testified in support of SB 38, natingthat it provides
atwo percent credit for the collection of sales tax with a$1,000.00 cap per month. She said the bill addressesa
substantia problem in the sales tax collection system, and the credit and would be helpful to retailers. She called
atention to a 1993 Price Waterhouse study attached to her written testimony which reved s that the collection and
remittance costsinK ansas average 2.86 percent. Sheaso cdled attentionto alist of theforty-five sateswhich have
asdestax and noted that the lig showswhat states have a vendor allowance and what the alowance is. She went
on to notethat Kansas has accelerated the sales tax remittance period severa times over the past ten years, and in
many instances, Kansas retailers now must remit the full sdlestaxbeforeit is collected. 1naddition, she said that bank
and charge cards pose a collection problem for retailersin remitting sdlestax. In effect, retallers are paying feesto
banks and other processorsfor collecting Kansas' saestax, but are not reimbursed for these expenses. (Attachment

2)

David Unruh, owner of Unruh Automotive Service, tedtified insupport of SB 38 as Chairmanof the Board for both
the Wichitalndependent Business A ssociationand the Kansas Organizationfor Private Enterprise. He supportsthe
bill for the following reasons. (1) He spends twelve hours a month tracking and tabulating sdes tax, (2) He spends
$133,000 annudly on managing the timely remittance of state tax revenues, (3) Due to the filing frequency
requirement, he pays sa estaxesbefore he has collected themonanormd hilling cycle, (4) The bill would help offset
the cost of collection services, bring equity with surrounding states whichhave aready enacted suchlegidation, and



bring afeding of faress. (Attachment 3)

CONTINUATION SHEET

Ha Hudson, Nationa Federation of Independent Business (NFIB) tedtified in support of SB 38, nating that the
collection of sdestax is atime consuming burden for smdl retallers, and retailers are exposed to risks of pendties
and codtly finesif they makeamistake. He noted that al four of the states bordering Kansas alow vendor discounts
and, in fact, twenty-six states and the Didrict of Columbia alow vendor discounts. He contended that expecting
vendors to take responghility for sales tax collection without compensation is unjust and unfair. (Attachment 4)

Charles Gregor, Leavenworth-Lansing Area Chamber of Commerce, testified in support of SB 38. He noted that
Chamber’ s business members currently expend considerable resources collecting, processing, and remitting sales
tax revenue to the Department of Revenue. He believes the bill will right the wrong inherent to a system that does
not provide compensation to business for the collection of salestax revenue. (Attachment 5)

Senator Lee asked Mr. Gregor if he would support the hill if it dso provided that two percent of the local taxes
collected go back to theretailers. Mr. Gregor said he would, based on the fact that it would be fair to businesses.

Ross, Markle, Harris Bros. Cleaners, Inc., testified in support of SB 38. He explained that his business, which is
located in Leavenworth, is just across the river from Missouri.  The State of Missouri has no tax on dry cleaning
and laundry; therefore, his competitors there are not faced with the expense of collecting salestaxes. This Situation
puts his company at adouble disadvantage. He said that his company has reached athreshold that now requireshim
to pay sdlestax in advance. Although payment of saes tax in advance improves the sate' s cash flow, it subtracts
from hisbusiness cash flow and, in addition, addsto his overd| expenses. (Attachment 6)

Don McNedy, Kansas Automobile Deders Association, gave find testimony in support of SB 38. He noted that
the bill recognizesthe fact that compliance withstate regulations inthe area of salestax collectionsis not asmple and
cost free exercise by retailers. Hecommented that new car dedlersare particularly impacted by thisissue sncethey
are one of the largest collectors of salestaxesinthe state. He pointed out that new regulations requiring thet retailers
with large sdestax collections pre-pay sdestaxeswill cost retailerstheloss of use of their ownmoney. (Attachment

7

Senator Donovan, who requested the introductionof SB 38, commented that the current trend of remitting slestaxes
to the Department of Revenue by eectronic transfer isa plus for the Department becausethefundsare recelved much
fagter thaninthe past. Inhisopinion, thisisapluswhichisnot addressed in thefiscal note prepared by the Divison
of the Budget, which indicates that passage of the bill would result in substantid decreaseinthe State General Fund
and the State Highway Fund ($23.7 million). He observed, “Whenyou send millions of dollarsamonthto an entity
whichthey canimmediady have, that hasvdue.” Hereiterated that the Divisonof Budget’ sfiscd noteis extremdy
high and maintained that accderation in collections will benefit the state to the point that the fiscal note will be next
to nothing.

Chris Courtwright, Legidative Research Department, agreed with Senator Donovan that there is an opportunity to
gan relative to the accderation of revenues which may not have been contemplated in the Consensus Revenue
Edsimate. He commented that, if additional fundsdo come in, there will be a potentid adjustment to the Consensus
Revenue Esimate in April. He aso commented that, because it represents an acceleration, it isaone-time event
which would occur in fisca 2000 and 2001 only.

Richard Cram, Kansas Department of Revenue, stoodinresponseto committee questionsregarding thefiscal impact
of the bill. He fdt that there was a misconception regarding the Department’ s recent acceleration of payment
schedules.  He explained that the acceleration law was implemented in the 1980s.  Last October, the Department
updated itslist of persons who should be filing more frequently. The Department has not determined what the one-
time increase in revenue resulting fromthat update will be. He also noted that the fiscal note on the bill was prepared
asif the two percent credit for remitting sales tax returns was applied across the board to both state and local sales
tax revenue. However, SB 38 applies only to Sate salestax; therefore, the fiscal note needs to be corrected. Mr.
Cram agreed to reca culate the fiscal note and present it to the Committee at a future meeting.

E. Dean Carlson, Secretary of Trangportation, testified inoppositionto SB 38. He said that hefdt obligated to point
out billswhich have the potentid to impact the revenues available for the Comprehensive Transportation Program.
He commented that this the fourth time he hastestified this year on bills that will take money from KDOT’ s ten year
stream of income. He noted that the Legidaure passed a program in 1999 to provide a certain levd of highway



improvementsinthe state and listed major modifications whichthe Department of Transportationagreed to perform.
He stated that his purpose in tedifying was to place on record that KDOT is getting close to not being able to

provide the Comprehensive Trangportation Program and is opposed to any further erosion of projected revenues

which will make the very thin margin between success and fallure of the Program even thinner.  (Attachment 8)

There being no others wishing to tetify, the hearing on SB 38 was closed. Senator Corbin noted that Mr. Cram
would returnto answer committee questions whicharose during the hearing and that the fisca note would be revised.
The Committee will continue condderation of the bill when al the information is available.

SB 106-Sales T axation; exempting certain sales of clothing and computers.

Marlee Carpenter, Kansas Chamber of Commerce and Indudtry, testified in support of SB 106 on behdf of the
Kansas Retall Council (KRC). Sheexplained that the sdlestax holiday proposed by KRC would exempt state sales
tax only the firg Saturday and Sunday of August to provide relief to families for back-to-school shopping. She
reportedthat the National Retall Federati onindicatesthat the average family spendsapproximatey $250 onback-to-
school shopping. She acknowledged that the fiscal note onthe hill islarge, but emphasized that other states which
enacted a sales tax holiday overestimated the effect it would have on revenues. She discussed the factors which
account for the overestimates and reported that states which have enacted a sales tax holiday have experienced an
enormous increase in sales during the sales tax holiday period. She pointed out that a salestax holiday is especidly
important in boarder communities. (Attachment 9)

Curtis Sneden, Payless ShoeSource, Inc., testified in support of SB 106. He noted that footwear isacostly part of
the household budgets of familieswithgrowing childrenand that asaestax holiday for footwear will help familiesadd
tothar personal savings or will provide extrafunds for other critica expenditures. Payless ShoeSource operatesin
gx dates with sdlestax holidays, and customersinthose states have been pleased with the opportunity to forego the
date sdles tax during aback-to-school time period. Mr. Sneden informed the Committee that the budgetary impact
of the legidation in dl Sx states was not aslarge as origindly projected, nor was it the operational nightmare for
retailers origindly contemplated. (Attachment 10)

Senator Donovan commented that the fiscal note on SB 106 indicatesthat aone-weekend time limit onthe salestax
exemption would result in aloss to sate revenues equa to one month'sretail salestaxreceipts. In hisopinion, thet
formuladoes not reflect the correct fiscal impact. He believesthe fisca impact would beless. Mr. Sneeden agreed,
noting that Payless storesin stateswith sdes tax holidays have not experienced that muchof a“bump” insalesduring
the holiday period.

Jeff Levin, co-owner of Varney’s Book Store in Manhattan, testified in support of SB 106 as a member of the
Kansas Retail Council. He noted that 67 percent of Kansas counties have a close proximity to another state, and
what the surrounding states adopt as tax policy has an impact on Kansas. He believes that the bill isasmdll step to
help offset competitive pressures, and it will create a simulus for the Kansas economy. (Attachment 11)

There being no others wishing to testify, the hearing on SB 106 was closed.

The meeting was adjourned at 11:40 am.

The next meeting is scheduled for February 6, 2001.
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