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Chairman ﬁichmd Carlson and lMembers of the Committee:

The sales tax was first enacted in Kansas in 1937 at the rate of 2%. The current state
sales tax rate is 6.3%. Under current law, the rate will decrease to 5.7% effective July 1, 2013.
It became a popular revenue-raising vehicle for many states during the Depression. Its
popularity has grown. Currently, 45 States plus the District of Columbia have enacted the sales
tax. Nationwide, sales tax is estimated to provide approximately a third of total state tax
collections. Hellerstein & Hellerstein, Stare Taxation,  12.01. In Kansas, state sales and use .
tax accounted for $2.253 billion in revenues for the State General Fund in FY 2011.

Sales tax is imposed on the gross receipts received from the retail sale of tangible
personal property or certain taxable services. K.S.A. 79-3603. Sales tax is paid by the
consumer. The retailer is obligated to collect the tax from the consumer at the time of the sale,
and report and remit the tax to the State. K.S.A. 79-3604; 79-3607. If the retailer does not
collect the sales tax from the consumer on a taxable sale, then the state can collect the tax from
the retailer or the consumer. Any retailer making taxable sales in the state must first register
with the department. X.S.A. 79-3608.

Use tax is imposed on the use, storage or consumption of tangible personal property in
the state. K.S.A. 79-3703. It applies to goods purchased outside the state. The use tax
complements the sales tax. Use tax was developed to safeguard state sales tax revenues from
erosion by purchases of goods outside the State, and to protect local merchants from loss of
business to border and other states that either have no sales tax or whose sales tax rate is lower
than that of the merchant’s state. Hellerstein & Hellerstein, § 16.01.

Local Sales and Use Tax

Counties and cities have had the option of imposing local sales taxes since the 1970s.
Local use taxes have existed since 2003. The local sales tax and use tax rate is determined by the
goveming body for that taxing jurisdiction, subject to local voter approval and rate limitations
established by statute. Recently, the legislature created an additional type of local taxing
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jurisdiction, the transportation district. All local taxes are administered by the department of
revenue. Local sales and use tax rates are found in the Sales Tax Jurisdiction Code Booklet,
Publication KS-1700, downloadable from the department’s website, www.ksrevenue.ore. This
booklet is updated quarterly. Local rates for a particular address are also available on the
department’s website, nsing the sales tax rate locator. Local sales and use taxes collected and -
distributed by the Department for FY 2011 were $841.4 million.

Imposition of Sales Tax
Kansas sales tax generally applies to three types of transactions:

1) The retail sale, rental, or lease of tangible personal property, including the sale or furnishing
of utilities;

2) Charges for various specifically enumerated types of services, such as utilities,
telecommunications, hotel rental services, dry cleaning services, vehicle washing, and labor
services to install, apply, repair, service, alter, or maintain tangible personal property; and

3) The sale of admissions to places providing amusement, entertainment or recreation services,
including admissions to state, county, district and local fairs.

K.S.A. 79-3603 contains the sales tax imposition provisions. Retail sales of tangible personal
property are taxable unless an express exemption applies. Retail sales of services are taxable
only when tax has been expressly imposed upon them by the sales tax act. If the act does not list
the service, it is not taxable. .

Sales Tax Exemptions _

K.S.A:79-3606 contains 85 sales tax exemptions, starting at (a) and going to (gggg).
‘Some of the more prominent exemptions are for sales to governmental entities, items “consumed
in production,” “ingredient-component parts,” manufacturing machinery and equipment, farm
machinery and equipment, and exemptions for religious and specifically listed charitable
organizations. Several more exemptions are contained in K.S.A. 79-3603 (such as the “original
construction” exemption for labor services). Exempt transactions must be documented with an
exemption certificate provided by the purchaser to the retailer, and retained by the retailer in case .
of audit. :

Valid reasons may prompt the Legislature to grant a particular sales tax exemption.
However, each additional exemption narrows the sales tax base and raises pressure to increase
the rate. Your materials contain a spreadsheet providing the department’s estimate for the
amount of foregone revenue attributable to each sales tax exemption, the total value of all sales
tax exemptions for FY 2012 being approximately $5.487 billion. :

“Nexus” and Taxation of Remote Sales _
“Nexus” refers to the degree of physical connection between an out-of-state retailer

selling goods to customers located in another state and that state. It will determine whether that
state can legally impose a duty on the out-of-state retailer to collect the sales or use taxes
imposed by that state. Whether the retailer collects the tax or not, the purchaser is ultimately
obligated to pay use tax to the State of residence on out-of-state purchases of items used, stored
or consumed in that state. Except for businesses subject to regular audits, unless the out-of-state
retailer collects use tax from the purchaser and remits it to the state, as a practical matter, it will
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not be paid. The viability of both the sales and use tax depends primarily upon the collection,
reporting and remittance functions that retailers perform. In order for states to obtain an
acceptable compliance rate on payment of use tax on remote sales to consumers, out-of-state
retailers must be obligated to collect and remit use tax on those sales.

Under Kansas law, an out-of-state retailer “doing business” in Kansas is obligated to
collect and remit use tax on its sales to consumers in Kansas. K.S.A. 79-3705¢. However,
United States Supreme Court decisions have restricted the constitutional power of the States to’
subject interstate sales to sales or use tax. In Quill Corp. v. North Dakota, 504 U.S. 298 (1592),
the Supreme Court held that the Commerce Clause bars a State from imposing a use tax :
collection duty on an out-of-state seller with no physical presence (nexus) in the state. Thus, an
out-of-state merchant has no legal obligation to collect use tax on its sales to customers located
in another state, if the sale is conducted by telephone, mail order, or in recent times, the Internet,
and if the out-of-state merchant has no physical presence in the other state.

Physical presence, or nexus, is established if the out-of-state retailer employees or a
facility permanently located in the state or has salesmen who operate in the state. Temporary
presence can be sufficient to establish nexus under certain circumstances (such as frequent sales
calls or deliveries into the state), but this is currently a heavily litigated area of the law.

© State governments and local merchants have long been concerned about the fact that

mail-order consumer retail sales by out-of-state merchants essentially escape use tax. The rapid
growth of remote retail sales over the Internet have heightened those concerns. The Streamiined
Sales and Use Tax Agreement, of which Kansas is a Member State of the Governing Board,
addresses those concerns in an effort to encourage Congress to authorize States adopting certain
uniformity provisions in their tax administration laws and procedures to require remote retailers
to collect and remit use tax on retail sales. It also encourages voluntary collection by retailers of
applicable sales and use taxes on their remote sales.

Moratorium on Internet Taxation )

The Internet Tax Freedom Act, passed by Congress in 1998 and extended several times,
placed a moratorium on State and local government taxation of Internet access feesand
imposition of multiple or discriminatory taxes on electronic commerce. Telecommunications
services used to provide Internet access were included in the moratorium. The Internet Tax
Freedom Act does not prohibit imposition of sales or use tax on retail sales conducted over the
Internet. A consumer making purchases from an out-of-state e-commerce merchant over the
Infernet remains legally obligated to pay use tax. If an e-commerce merchant has a physical
presence in the taxing state, then the e-commerce merchant is obligated to collect and remit the
appropriate sales or use tax on sales to customers located in that state.

Sales Tax Policy and Research Staff Contact Information

The department’s sales tax guidelines, forms, private letter rulmgs annual and monthly
sales tax distribution reports can be accessed at the department’s website, www.ksrevenue.org.
Listed below are the department staff in Policy and Research specializing in the sales tax area.




Sales Tax Policy/Interpretation Questions
Tom Browne—Tax Specialist 296-7776
Mark Ciardullo—Tax Specialist 296-5330
Tom Hatten—Tax Specialist 296-4008

Local Sales Tax Distribution Questions/Fiscal Analysis
Steve Brunkan—Financial Economist 291-3580

Director _
Richard Cram 296-8042

Policy and Research Office—296-2381
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FY2011
_ ($in
Statnte Description of Exemption or Exclusion Millions)
Tax Rats ‘ 6.3%
Annual Rate of Increase 3%
Conceptaal Exciusions
Definition of retail sales, exempting wholesale sales and sales for :
3602 (2) resale ‘ ' $ -
3606 (a) Motor fuels and ftems taxed by sales or excise tax $ 29465
Vehicles, trailers or aircraft purchased and delivered out of statetoa .
3606 (k) nonresident _ $ 159.56
3606 (1) Isolated or occasional sales, except motor vehicles 5 -
o Property which becomes an ingredient or component part of property
3606 (m) or services produced or manufactured for ultimate sale at retail - $2,848.78
Property consumed in the productior, manufacturing, processing,
mining, drilling, refining or compounding of property; or irrigation
of crops for ultimate sale at retail. In 2000, added provision to
3606 (n) eliminate refunds from the Johnson County Water case $ 373.77
Sales of animals, fow], aquatic plants, and animals used in
agriculture or aquaculture, for production of food for human
consumption, the production of anjmal, dairy, poultry, or aquatic
3606 (0) produets, fiber or fur or the production of offspring. ' $ 21037
. Subtotal | $3,747.14
Public Poliey: Charitable, Religious, Benevoleut Exemptions
Admission to any cultural and historical event which occurs
3603 (e) triennially Minimal
Sales of food products purchased by contractor for use in preparing
; meals for delivery to homebound elderly persons. In 2004, expanded
exemption to all personal property purchased by contractor and sales
3606 (v) of food products by or on behalf of contractor or organization 3 1.05
Property purchased by nonprofit organization for nonsectarian
comprehensive multidiscipline youth development programs and
3606 (i) activities and sales of property by or on behalf of such organization $ 333
Property purchased by a community action group or agency to repair .
3606 (00) or weatherize housing occupied by low income individuals. Minimal
Property and services purchased by a nonprofit museum or historical
society which is organized under the federal income taxation code as
3606 {qq) a 501 (c}3) § 0.50
Property which will admit purchases to an annual event sponsored by
a nonprofit organization organized under the federal income taxation
3606 (1) code as a 501 (¢)(3) § 0.04
Property and services purchased by not-for-profit corporation for the
sole purpose of constructing a Kansas Korean War memorial and is
3606 (i) organized under the federal income taxation code as a 501 (c)3) $ -
Property and services purchases by nenprofit zoo or on behalf ofa
3606 (xx) zoo by an entity that is a S01(¢)(3) § 076
Property and services purchased by a parent-teach association or
organizations and all sales of tangible personal property by or on
3606 (vy) behalf of such association $ 072
Property and services purchased by religious organizations and used
3606 (aan) exclusively for religious purposes § 21.99.
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3606 (bbb)

Sales of food for human consumption by organizations exempt by
501(c)(3) pursuant to food distribution programs which offers such
food at a price below cost in exchange for the performance of

| community service by the purchaser.

Minimal

3606 (hhh) -

| Property and services purchased by or on behalf of Domestic

Violence Shelters as members of the Kansas coalition against Sexual
and Domestic Violence

$ 007

3606 (iii)

Property and services purchased by organizations distributing food
without charge to other nonprofit food distribution programs.
Includes taxes paid on and after July 1, 2005 and prior to July 1,
2006.

§ 030

3606 (ppp)

Property and services purchased by non-profit Homeless Shelters,
and sales made by or on behalf of these organizatioris.

$§ 014

3606 (ttt)

Property and services purchased a contractor for a purpose of
restoring, constructing, equipping, reconstructing, maintaining,
repairing, enlarging, furnishing er remodeling a home or facility
owned by a nonprofit museum which is a qualified under the
govermnor hometown heritage dct (KSA 75-5071)

$§ 013

Subtotal

$ 29.04

Public Policy: Exemptions to Charitable Organizations by Name

3606 (vv)

| Property purchased by the following organizations who are

organized under the federal income taxation code as a 501 (¢)(3):
American Heart Association, Kansas Affiliate; Kansas Alliance for
the Mentally Il1, Inc.; Kansas Mental {llness Awareness Council; in
2004 added: Heartstrings Community Foundation, Cystic Fibrosis ,
Spina Bifida Assn, CHWC, Inc., Cross-lines Cooperative Couneil,
Dreams Worlk, Inc., KSDS, Inc., Lyme Association of Grater Kansas
City, Inc Dream Factory, Ottawa Suzuki Strings, International Assn
of Lions Clubs, Johnson County young Matrons, American Cancer
Soclety, Community Services of Shawnee, Angel Babies Assn,
Kansas Fairground Foundation

$ 100

Property purchased by the Habitat for Humanity for use within a
housing project

3 0.5,

_3606 (ww)

3606 (ggg)

Property and services purchased by or on behalf of the Kansas
Academy of Science,

Minimal

3606 (kkk)

Not Used

3606 ()

Property and services purchased by Special Olympics Kansas, Inc.,
and sales made by or on behalf of Special Olympics.

$ _ 0.3

3606 (mmm)

Property and services purchased by Marillac Center, Inc. and sales
made by or on behalf of the Marillac Center.

$ 0.07

3606 (nnn)

Property and services purchased by West Sedgwick County - Sunrise
Rotary Club for constructing boundless playground.

3606 (qq9)

Property and services purchased by TLC for Children and Families,
Inc. and sales made by or on behalf of TLC

$ 022

3606 (ss5)

Property and services purchased by catholic charities or youthville

_| and sales made by or on behalf of catholic charities or youthville

$ 0481

3606 (uuu)

Property and services purchased by Kansas Children's Service
League and sales made by or on behalf of the KCSL

& 019

3606 (vvv)

Property and services purchased by Jazz in the Woods and sales
made by or on behalf of such organization

$ 0.01

3606 (www)

Property purchased by or behalf of Frontenac Education Foundation
and sales made by or on behalf of such organization

5 0.00

3606 (xxx)

Property and services purchased by the Booth Theatre Foundation,
Inc. Provides for refund of sales taxes paid from January to July
2007.

16

§  0.04



3606 (yyy)

Property and services purchased by the TLC Charities Foundation,
Inc. and sales made by or on behalf of these organizations.

0.00

3606 (zzz)

Property purchased by Rotary Club of Shawnee Foundation

3606 (aaaa)

Property and services purchased by or on behalf of Victory in the
Valley and sales made by or on behalf of such organization

0.02

3606 (bbbb)

Guadalupe Health Foundation, sales of entry or praticipation fees,
chrages or tickets for annual fundrajsing event

0.14

3606 {ceee)

Property and services purchased by or on behalf of Wayside Waifs
for the purpose of providing such organizatoins annual fundraising
event and sales made by or on behalf of such organization

0.01.

3606 (dddd)

| Property or services purchased by or on behalf of Goodwill

Industries or Easter Seals o Kansas, Inc for the purpose of providing

| education, training and employment opportunities for people with

disabilities and other barriers to employment

0.05

3606 (ecee)

Property or services purchased by or on behalf of All Beef Battalion,
Inc. for the purpose of educating, promoting and participating as a
contract group through the beef cattle industry in order to carry out
such projects that provide support and morale to members of the

0.00

3606 (ffff)

United States armed forces and military services.

Property and services purchased by Sheltered Living, Inc for the
purpose of providing residential and services for people with
developmental disabilities or mental retardation, or both; and sales
made on behalf of such organization

0.04

Subtotal

2.82

Public Policy: Consumer Exemptions

3602 (i)

Modified definition of sales or selling price to not include cash
rebates granted by a manufacturer to a purchaser or lessee of a mew
motor vehicle if paid directly to the retailer as a result of the original
sale. The exemption is granted from July 1, 2006 and ending June
30, 2009.

3603 (b)

Taxes telephone and telegraph services except certiain interstate and
international services and value-added nonvoice data services

1.83

3603 (c)

Residential and agricultural use utilities. Effective Jan 1 2006,
exemption fmoved here from 3606 (w) and (x).

" 157.06

3603 (o)

Motor vehicles exchanged for corporate stock, corporate transfer to
itself and immediate family member sales.

0.26

3603 (p)

Labor services of installing or applying property in original
construction of a building or facility or the construction
reconstruction, restoration, replacement or repair or a residence, .
bridee or highway )

230.39

3603 (v)

Sales of bingo cards, bingo faces and instant bingo tickets. Tax rate
2.5 on July 1, 2001 to Jupe 30, 2002; exempt on July 1, 2002

3.46

3606 (W)

Leases or rentals of property used as a dwelling for more than 23
consecutive days.

0.92

3606 (w)

Residential and agricultural use of water and severing oil & gas and
property exempt from property tax. Effective Jan 1 2006, exemption
for residential and agricultural use of electricity and heat moved to
3603(c).

14.69

3606 (x) -

Sales of propane, gas, LP-gas, coal, wood, and other fuel sources for
the production of heat or lighting for noncommercial use in a
residential premise. Effective Jan 1 2006, exemption for residential
and agricultural moved hereto 3603(c).

3606 (bb)

Used mobile and manufactured homes

&2

5.62
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Lottery tickets and shares made as part of a lottery operated by the

§ 17.38

3606 (ee) State of Kansas
‘ New mobile or manufactured homes to the extent of 40% of the :
3606 () gross receipts , § 412
3606 (000) Sales made by or on behalf of a public Ilbrary £ 001
: Subtotal | § 436.26
Public Policy: Governmental Exemptions
Service of renting of rooms by holds or accommodation brokers to
federal government or any federal employee in performance of
3603 (g) official government duties. $§ 015
Service of leasing or renting machrnery and equipment owned by
3603 (h) _city purchased with industrial revenue bonds prior to July 1, 1973 $ -
Property or services purchases by State of Kansas, political
subdivision, nonprofit hospital or blood /donor bank. In 2001,
deleted sa]es of water to make purchases for water suppliers
3606 (b) exempt.( Neutral FN due to Clean Water Fee) $ 41930
Property or services purchased by contractor for building or repair of
buildings for nonprofit hospital, elementary or secondary schools or
nonprofit educational institutions, and for state correctional
3606 (d) institution 3 150,74
| Property or services purchases by federal government, its agencies or
3606 (e) instrumentality’s § 7.02
Sales of property or services purchased bya groundwater
3606 (s) management district $ 0.05
Property and services purchased directly by a port authority or a
3606 (z) contractor therefore. Minimal
Property and services purchased by a public broadcastmg station
licensed by FCC as a noncommercial educational television or radio
3606 (s5) station. Minimal
3606 (u) Property and services purchased by rural fire fighting organization Minimal
3606 (1rr) Property and services purchased by county law library, $ 014
Subtotal | § 577.39
Public Poiicy: Educational Exemptions
Property or services purchased and leasing by elementary or
3606 (¢) secondary schools and educational institutions $ 7410
3606 (h) Rental of nonsectarian textbooks by elementary or secondary schools | $ 1.21
Subtofal | $§ 7531
Public Policy: Health Care Exemptions
3606 (p) Sales for prescription drugs $ 89.16
3606 (q) Sales of insulin dispensed by pharmacist for treatment of diabstes $§  0.69
Sales of prosthetic or orthopedic appliances prescribed by a doctor.
IN 2004, exempted all hearing aids, parts and batteries by licensed
2606 (1) providers $ 1048
Medical supplies and equipment purchased by nonprofit skilled
nursing home or intermediate nursing care home for prov1d1ng ‘
3606 (hh) medical services to residents 5§ 132
Property and services, includes leasing of property, purchased for
3606 (37) community-based mental retardation facility or mental healthcenter. | §  3.06
Educational materials purchased for distribution to the public at no
3606 (1N charge by a nonprofit public health corporation $ 010
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Property and services purchases by health care centers and clinics
3606 (cce) who are serving the medically underserved. 3 0.48
Sales of dietary supplements dispensed by prescription order by a
3606 (3 licensed practitioner or mid-level practitioner. Minimel
| Subtotal | § 105.29
Public Policy: Aericujiure Exemptions
Sales of farm or aquacuiture machinery and equipment, parts and
services for repair and replacement. In 2006, added work-site utility
3606 (1) vehicle as exempt. To include precision farm equipment 5 6291
Seeds, tres seedlings, fertilizers, insecticides, etc., and services
purchased and used for producing plants to prevent soil erosion on _
3606 (mm) land devoted to agricultural use. § . 121
Subtotal | §  64.12
Legal Exemptions
Sales, repair or modification of aircraft sold for interstate commerce
directly through an authorized agent. IN 2004, expanded aircraft
3606 (2 exemption for repair, modification plus parts and labor $§ 925
Sales of materials and services used in repairing, maintaining, ete,,
3606 (y) of railroad rolling stock used in interstate commerce $ 1.19
' Materials and services brought into Kansas for usage outside of
Kansas for repair, services, alteration, maintenance, etc. used for the
transmission of thuds or national gas by a pipeline in interstate
3606 (aa) commerce Minimal
. Property purchased with food stamps issued by US Department of
3606 (dd) Agriculture § 9.1
1 Property purchased with vouchers issued pursuant to the federal
3606 (zg) special supplemental food program for women, infants and children n/a
Property and services purchases by any class II or Il railroad
(shortline) for track and facilities used directly in interstate
3606 (ddd) commerce. Only for calendar year 1559. n/a
' Subtotal | $  20.04
Public Policy: Exemption of Services
3603 (D Coin operated Laundry Services $ 0.46
Fees and bharges by any political subdivision, youth recreation
organization exclusively providing services to persons 18 or younger
organized as a 501(c)(3) for sports, games and other recreational
3603 (m) activities and entry fees and charges for participation. 3 1.15
Dues charged by any organization pursuant to paragraph 8 and 9 of :
3603 (n) 79-201 (veteran & humanitarian organizations) and zoos 3 042
3606 (nn) Services rendered by advertising agency or broadcast station $ 537
' ' Subtotal | $  7.40
Public Policy: Exempiions for Businesses
Exemption for Service of repairing, servicing , maintaining custom
3603 (@ computer software as described in section 3603 (s) $ -
Customized computer software and services for modifying software
for single end use and bifled as a separate invoiced item. In 2004,
3603 (s) amended to tax only prewritten software. Custom software is exempt | $§  6.54
Property purchased by raiiroad or public utility for use in the _
3606 () movement of interstate commerce $ 19.68
3606 (i) Lease or rental of films, records, tapes, etc. by motion picture $ 216
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exhibitors

3606 (3)

Meals served without charge to employees if duties include
furnishing or sale of such meals or drinks

$ 480

3606 (cc)

Property or services purchased for constructing, reconstructing,
enlarging or remodeling a business; sale and installation of
machinery and equipment purchased for installation in such
business. (Enterprise Zone Exemption)

§ 83.10

3606 (kk)

Machinery and equipment used directly and primarily in the

| manufacfure, assemblage, processing, finishing, storing,

warehousing or distributing of property for resale by the plant or
facility. In 2004, added exemption for building new facility in
Riverton Ks (minimal impact)

$ 146.75

Drill bits and explosives used in the exploration and production of
0il or gas

$ 051

3606 (pp)

3606 (zz)

Machinery and equipment purchased by over-the-air free access
radio or television station used directly and primarily for producing
signal or the electricity essential for producing the signal.

$ 121

3606 (eee)

Property and services purchases for reconstruction, reconstruction,
renovation, repair of grain storage facilities or railroad sidings. Only
for calendar vear 1999 and 2000.

n/a

Material handling equipment, racking systems & other related
machinery & equipment used for the handlitig, movement or storage
of tangible personal property in a warehouse or distribution facility;

§ 795

3606 (fff)

installation, repair, maintenance services, and replacement parts.
' "' Subtotal

$ 27270

Total

$ 5,337.49
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Comparison of Kansas and Selected States, Sales Tax Comparison
Comparison of state sales tax rates, filing period, reproduction of retumms, option of local sales taxes, localities
assessing 1ax, 1ax laws effective July 1, 2010.
Item Colorade Towa Kansas Missouri Nebraska Oklahoma
gi Rate-General Sales and Use 29% & 63% 4225% 55% 45%
lSat.:m bas spproved local sales Yes Yas Yes Yes Yes Yo
State has approved local use tax Yes No Yes Yes Yes Yes
s s
) Mongly: Tax Liablliy==8500 MonﬂﬂwTaxlmbthyS.j..DGU
Monthly:Tax Monthly:Tax MonthIv; Tax 4vg sales tax for month remitied -
Lishility>=$300/ne MongtlviTax due>§siimo Lishility>53 200/ye selles (x/mo Lishility>83.00057 for prior fiscal yeor
2 = - 1ahili X & h ’
Filing Period Quarery:Tax SuariedysTax us=5130 and - Qnarterdy:Tax, Quaterty:Tax Liabiliz=545 Quatterlv:Tax Lizbility=8900- | Semi-monthiv: 325,000 in
P $6,000/7 e but <5500 sales ax/mo s
Liabifity<$300/mo AmmuallveTax T isbiliy<$ 1207 Liabiliry<$3.200AT Al viTa Lisbilig<S4s $3.000/yr sales tax Tiability
AnnoaiheTax Liabiliry<$15/mo |~ — s L2 Annuadiv: Tax Liabfiity<S80/yr ‘—;u% o Klll' Annuallv;<3900 salesiyr Twice a vear; 350/mo in wax
4 : Tiability
Does state accept reproductions es Ves NR Yas Yes Yes
of the retums?
Percent or range of rates for local see www gevenne.stae, na, There are over 80 differsnt - 5
sales 1 co.ns/pdfdrpl 002 pdf 1% - 2% (sls only) 0.05% -3.0% o téox anthorizing siatates. 3% - 15% %-3%
. . city, county. and special . city, county. specific . e - . ¢ity. county, tansportation and
Lécnlxnes assessing tax distriets . city, county (sls only) georzraphic areas city, county, special districts city. county hospiead sushortiies

*NA Information not available; NR Nat reported

Source: 2011 Multistate Corporate Tax Guide, Volume I1 and various state tevenue deparment websites.

Annual Report

Kansas Department of Revenue
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TN,

‘ed Kansas Tax Rates with Statutory Citation J
) 4 o
“Bitigd Tax 794704
Bingo faces 50.002
Retail price - Instant 1.00% :
Car Line Tax/gross earnings 2.5% 79-907
Cigarette Tax Package of 20 30.79 Package of 25 30.99 79-3310
Corporation Tax total taxable income @ 4.00% plus 3.05% surtax on taxable income over $50,000 7.050% (TYQ9/10) 79-32,110
fotal texable ncome @ 4.00% " plus 3.00% surtax on taxable income over $50,000 7.000% (TY11) 79-32,110
Corporate Franchise Tax TY07 .125%; TY0R .09375%; TY09 .0625%; TY10 .03125% for entities 31, 000,000 or more 79-5401
S TY11 and after, no franchise tax.
Drycleaning
Environmental Surcharge/gross receipts 23% 65-34,141
Solvent Fee {chlorinated)/gallen ‘ £5.50 65-34,150
Solvent Fee (non-chlorinated)/aallon $0.35 635-34-151
Drug Stamnp Tax . 79-3202
Marjjuana: Controlled Substance:
Processed - $3.50 per gram or portion of gram Cont Substance/gram or portion of gram- $200/gram or portion: of gram
Wet Plant~ . '$0.40 per gram or portion of gram Cont. Substance/S0 dose unit or portion of unit- $2,000/50 dose umit or portion of unit

Dry Plant- $0.90 per gram or portion of gram

Environ. Fee/gallon petroleum product : $0.01 ezch of two funds has maximum and minimum limits 65-34,117
79-32,110

Individual Tncome Tax
Tex Rates, Resident, married, joint
taxable income not over  $30,000 @ 3.50%
taxable income not over  $60,000 @ 51,050 plus 625% over 530,000
taxable income over  $60,000 @ 32,925 plus  645%  over 350,000
Tax Rates, Resident, others '
taxable income not over  $15,00¢ @ 3.50%
taxable income notover  $30,000 @ $525 plus 6.25% of excess over $15,000
taxable income over  $30,000 @ $1,462.50 plus £.45% of excess over $30,000

Liguor Gallonage Tax : . ; : '
' 41-501

Strong Beer and CMB/gallon 30.18 .
Alcoho! & Sprits/galion $2.50 . 41-501
Light Wine/gallon 3030 : . 41-501
Fortified Wine/galjon £0.75 ‘ . - 41-501
Liquor Excise Tax (Drinking Establishments) . 10.00% Gross receipts ) 79-41a02
Liquor Enforcement (Liguor Stores) $.00% (ross receipts . 79-4101
Mineral Tax : . 79-4217, 4218
Oil/gross taxabie value ' | 8.00%  with 3.67% property tax credit
Gas/gross taxable value 8.00% with 3.67% property tax credit
Coal/ton - $1.00
Mator Fuel Tax/per Gallon ' .
Regular Motor Fuel/gallon $0.24 79-34,141
Gasohol/gallon $0.24 ! 79-34,141
Diesel/gallon $0.26 79-34,141
LP-Gas/gallon - $023 79-34,141
E-85/gallon $0.17 . ) 79-34,141
Compress Nat Gas/120 CF = gallon © 8023 KAR §2-149
Trip Permits/each $13.00/24 hr; $25.00/72 hr (eff 7/1/2006) 79-34,118
Oil Inspection Fee/barrel (50 gatlons) 30.015/barrel 55426
Prepaid Wireless 911 Fee 1.06% per retail {ransaction. 75-5133
Privilege Tax
Banks total net income (@ 2325% plus 2.125% surtax on taxable income over $25,000 4.375% 79-1107
Trusts and S&Ls total pet income (@ 2.25% plus 2.25% surtax on taxable income over $25,000 4.50% 79-1108
Property Tax (State levy} Assessed Valuation 1.5 mills — - T6-6E01
State School District Finance Levy ’ 20 mills 76-6b02
Sates and Use Tax
State Retailers Sales Tax 6.3% eff July 12010 79-3603
State Compensating Use Taxes 6.3% eff July 12010 75-3703
Local Retailers Sales Tax up to 1% general & 1% special for counties; up to 2% general & 1% special for cities 12-18%
Local Use Sales Tax . up to 1% general & 1% special for counties; up to 2% general & 1% sper.na.l for cities 12-191
Sand Royalty/per ton - 80.15/0n 70a-102
Tire Tax/per tire (New Tires) : 50.25 ' 53-3424
Tobaceo Tax (wholesale price) 10.00% 793371
Vehicle Rental Exeise Tax/gross receipts 3.5% for rentals not exceeding 28 days 79-5117
Water Protection Fee/1,000 gallons 50.032 82a-954
{80.03 is collected for the Kansas Water Office and $.002 is collected for H&E, K. AR 28-15-12)
Clean Drinking Water Fee/1,000 gallons 30.030 822-2101
z~12

-Annuai Report 9 Kansas Devartment of Ravene



6088 AJeak AJnos ut s)sISIp STRUIRIP 810 0] 205 J0 €/1
60£-2C% AIesk 13AL1 2] U0 JILNSIP GFRUIRIP 01 3 9405 JO £/
60¢-278 53suadx2 Jaye ‘S10818Ip 92eureIp pur ss11UN09 0 %ST pung uej] Jajep aE)g
01204 ucue 5282 Jo Yig| sasuadxe Joye ‘punyg uelg 12/ 21815 0 246, usy) ‘punyg AeAey] pueg Kiefoy] puug
L16-61 L2001 nsedep 1aife sivow oy puny |eiousn) aelg [TETTH
L1661 punyg xef, Auedwoy ie] X[, UIT 218 MeALL]
60161 & dag pue gz Apf PUR SUIP[NE [BUOINETSU] £/] .
601C-6L 0T AW ‘s Jely ‘0z ver ‘[¢ 130 Puny Buiping jeucieonpsg €T SOIWE £°1 59181 JO “uay)
6015-64

ISTYE ISTPE-GL

s1a1nseal}, fjunoy)

DIIIA J0JO] - XK, Aitodoag

01®9 “pOr9-GL

Anf uer Jo gy

pung e IH Aunc)/A1) [e10ads 94001

ualy

pung [B10020) 21815

LD 20§01y - xe g A)tadoa g

#OUD-0L
£099-9£ ‘1099-9L
ZIH1-6L

Ppun,f Swip[ing [euoMuSH] [ ¢
Pung 3uipiing reuonranpg it |

{anjep passsssy
apimarelg) xu, Lnradoag

EEIS-6L

pun;j [eruan) MElg

X, 9dajiALLg

J0)RUSIUILIPY Julog UMIoa]|00) 18307

1 116 SR, pediag

LIIS-6L
L115-6L

AON “sunf Jo YIgE

PR133(100 1 Lunod Jo JaInswal vggn]

ump

PUNJ XBJ, 95T9Xg S[OIa JOIO [e)uay

ThIPE-6L
ISTHE-6L,
951'FE-6L
I91'PE-6GL
(Np)Lizr-ss

PO Anr Py “uer jo gy

Ang udy “uer 400 jo 351

puny AeMUdIH 18IS %45 99
pun AsmudiH AunonyAu;) eroedg veo s

Pun Juswisnipy sp uonezienbyg Aunoyy
PUN 2AUSIU 133TPOI] 9N [95IPOLE PALIEnD) sesugy]
PUIL SAITUSSU SI20NPOIJ [040D|Y PRII[EN]) sesuey

XBL IS12X] 1EJUDY] FPNIAA J030LY

1ubspuesnoyp gzog
abypuesroyy ggg
Ipbypuesnoy; ¢/ gs

SIXBY, [T JGI0 (A}

LTp=55

pun 92, ueiioadsu] tinajolied ol | taw) 408 U1 000°001$ [HUR Fung 93, uoiioedsu] wiiejonzg ¢/

pun,J 1etausny ;015 ¢z

29,1 nonadsuy go

LTT6L
LELF-6L

1dag “eunf yorey oag Joisg
(1900R3¢y Uy apww qunsip - T8 AL W4 1pET I IA OIDg

PuiL] X2, UGHINPOI] [BISUI KNy o7
£6°6 "Pung 1), uopiaydag uagen|e Sen puz 110 aty o] Junowe $53]) puny [B10U90) ANBIG YL

xey, (2auesang) sprasy

£0R1i6L
FORi-6L
EQBI{6L

93¢ "Wag Taung Te Jo g
23(] “ydeg ‘aung UBALIO IS

(9T11-1¥ V8§21 puny siltesJoi ] worearxom]
Pat3a[[o0 srstpm Apmoaio o)

PR W] oyos[y AJUaLutioy) o,¢

prng Jonbr o1oyosyy (2007 sy

sy

‘U |RIBUSD 3IBIT 14T

80164

puny |eisusn) e1e1g

XL, 9s13%q Aonbyy

105-1+
105-1%
LOT°0S-pL

(9T11-1¥ VS pung SWEIF02] UoIIEIEXGIU] pue wsIfoyoo]y Anunwiwoeyy oy

PN [eI3uaD) 210§ SoUe[eg
s101ds % [oyoate Jo w401

Xy L, juaundinay jonhr

(p) X}, 28uuo[us aonbiy

SOI'TE6L

(punyJ wieido1q WoKEai3 GO Sk 01 5308 %5z S1U1 2107 | AN HA) PN L3y AT 03 (BUIBTOYIIIM J0Y %z uaty

pung jeiousg) aeg

001°S1-61

puny jessuag) siel1g

DU [URPIAIPUT

F11vE-59

SPUN{ 3SNUL, 95E3)2Y YUe[, 57610]g WHGjoNad PUNGID MoOjeq pus aA0GY

XE ], HEIST
93,f PIUEINESY TR WMOLIAUT

191°E-59-

pundg ysniy asesjoy Anjoed Furteaplag
pung 15n4], ases|zy Arowg Jurues)oiig

S99y JUIAL0F Huneapaiag
231ey21Ng [E)uantnoIiAuy Bumeapiag

11E5-6L
1125-6L
[0¥5-6L

uef 0 KAy ndy’

PUR Judtlisarouy me| 5173 do/pie QU0 9,67 -

sa1)(euad pue SJUSUSSASSE 0 Ualy

puny [e1eusn) 21elg

xu ], dweyg Gnag

SOUTE-GL

puny |elouen) ;e

RS TEITTESTHTY: MY

L3EE-6L

puny |erRUR0) |G

pun,{ [erauan) syaig

Auoan| RHeI0d. 0]y

0LLy-6L
01Ly-6L
(®)vsy

puity uonengay oFurg 915 g/]

pung [RIUID 918G £/7

SPXE ], 003U ], 39 ey
(o3uig 3ugisu] pue 1eQ)
X% ], 1uataziajuy odug

safe(] Jajsuel],

pung

19JSUeT]

pung

(%001 00 Ji} Hunowy

INUAANY Jo yuamasday sesury) £q pazaejo)) saayg pu SOXYL 91015 PRIAV3S JO UONNQLYSI PUR-J3Y [ L0T Add

2-13

Kansas Department of Revenue

10

Aniiial Report

4
a7




PN
,ﬂ |
“Ajio suoyazgjon spds pue joyoafe wolf s1e40] 9yl {p)
‘punyg K)aseg 2xeig 95 01 5208 (pun,y Fuuzes ], soarg yonig, o Npa1o Z§ B 121je) 1) pue g 'V 5955010 (A0 10 %447 (o)
. ) TP 9a,[ B|iLL
Jo mu-.ﬁu:_tuo ﬁum.muﬂwcmnw_ N ﬁ.—.._m —uu—umﬁﬁ_uﬂ mm QA SN IO [y e 0Ot § |Buomppe ue Aed Eo_mwummoauu uodn PISEQ 59|20 3A JOJ0MW U0 AN Jo sayedl I m_m_u_uum suomsgl RIDUBHYE
‘PUR D1 pIRH Aofouyoa ], VYOS A 3w 03 5208 uoneondde 3111 oea yo 00°E$ {DLYT-8 VI ) paurejal 51 sa[snaa subnue Jo uoluasidor sof oaf ¢§
“unliesuadusos waxo 0§ FEAANOE"S |$ 01 dn pue faay aniatas voneysiTer 00'SS ‘911 Y2€a 10 Zg ‘uoneasidal yjoea 10] $gy, sumiar Aune) (q)
ydesfereg = | fwonoog = § tadeyd =4y fsesuy Jo SME UOKSIG — stag 'SUOHIBIARI]Y  Patelouny sa)nelg susuey| {g)
. S0
SI10E-8 pun;] veisiatadng sucnzano]) Ajuninue)) o) fapurewal uaty)
pun] Suneiadg o[emeA 0000018 A NOTRIFINOIN ST [11(]
AWgoR,] UORUS)R( B[ IUSANS 245 7] (103 Lq pajaagoa}
. WRIF01] BONBIIXO] {OUOI|Y %5 LE 20 JUIEDJEISUTR
011Z-8 ) puny Buneiad( apo1yaA %08 Ay 0 sanqiey
pun,{ dinbyy souanyu Yy Iapup) SWAL %0 [ T AJJroR, U0TuLIa(] 9[IUSANT o407
18 Punyg 29, 18W/qu oISUI0 %07 WEIF0IJ UCHEIIXOIU] [OUOY 040C Jp M EISUIRY 1N
puny Aemifd|H 2kng aoueeq
pun,f FuUIeL], 1AL 3I01], I ovD 7§
puny A13je8 9[2A0I010 W SSB[0 %407
PUTL AJ2JES RIS T %OT 7
} W ¥ 5985B[D 94,07 A
LIT-§ . . W D) SSE[0 945TLE (2) s90, ST A2ALK(]
BIFT-8 pung Lemydiy sieg S AE[O DT SIDEI] LIA
: pung 22, 217 3A 1aInseal], Auno) o406 SHU|J AFANA I
: STre-g ’ pun,f 99,1 131 pue s19|BaT %05 : SR AINIPA
: Sv1-8 €10T "1 ver 1N pung POjq Ya A 01 00 ¥3/PUA] Yo A I [0710d Aemuydip sesuey o) o) tod 95 Eg ® pung Aemydil] 9181G 0] 19puelite tal {q) sxoyf uanuastdayy
PSE1-8 ‘S#I-8 - S1amasealy, Ajunoy PO AL MDA,
Lolg-eeg . ] pung Aemuydi] 21815 9504
pun ue|d Ia1epm 91BIS %45'Ch 280 BUDTULIQ JICAN UL
TI-S1-32 MV “156-8T8 . pung ue|d 191ep, )eIg ; R OB R CENEEITPYY
PEI1-TL : -
PEI-TE . pung 1819030 21T 947
Po91-T1 Ajapenb 1ses| e . . X[, Bulsodw sany/senunoy pun,] XuJ, 15815y JUISUBL], Aun/Aunery vags JSIND) JUDIISHRL ],
W ¥CRE-59 . : punf RAtUaFRURA D1L], S1SEAA (saa1, MoN) XeY, IS SAILE,
, pung emyBiHemg  wp 1]
OLLE ‘0Z9E-6L punyg je1susn ¢lels %9'88 (ae1%) DS} pue SAjug
[ORES 59Je(] FsueL], : it EETEICIRG ping (%00 1001} sjunoury
SN

SnusANY Jo Jusugavda(y sesuuy| Aq pajosf[o)) §3a,L pue SIXE ), 3JLIS PIYIAAG O UOTNLYSI( PUNJOY-IONIY 1107 Aul

z- 14

Kansas Department of Revenue

11

. ‘Annual Report



. Annual Repert

State General Fund Total Collections and by Source (Net of Refunds)

Collections by Department of Revenue

Fiscal Year 2011 State General Fund Collections increased by 14.1% compared to the prior fiseal year.
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2006 2007 2008 _ 2009 2010 2011
Fiscal Year ’
- y
General Fund Collections by Source
Fiscal Year Fiscal Year Percent

Source 2010 2011 Change
Moter Carrier Property Tax * $24,992,532 $23,166,532 -7.3%
Individual Income Tax $2,418,208,421  $2,709,716,820 12.1%
Corporate Income $224,940,015 $224,865,499 0.0%.
Corporate Franchise Tax** $36,028,400 -$24,547,595 -31.9%
Privilege $16,514,735 321,651,339 31.1%
Estate Tax $8,395,051 $226,122 -97.3%
Sales Tax $1,652,037,442 $l,965,38_8,089 19.0%
Use Tax $205,539,545 $287,730,261 40.0%
Alcohalic Beverage Taxes, Fees, Fines $86,646,216 $88,763,181 2.4%
Cigarette/Tobacco Tax $106,181,013 $102,495,730 -3.5%
Mineral Tax 381,869,912 $98,665,605 20.5%
Other #%% $1.965.454 $1.985.825 1.0%
Total l $4,863,319,786  $5,549,205,598 14.1%

* Like amount is transferred to Special County/City Highway Fund.

**Department of Revenue took administration of Corporate Franchise Tax January 1, 2003.

#*% Other inchides: bingo; controlled substances; gas, oil and mineral royalties; car line; bonds; licenses; and fees.

20
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Gallonage Tax Receipts by Comp@néms and Fiscal Year

Gross Gallonage Tax by Components

Fiscal Year
2010
Alcohol and Spirits $9,156,711
Fortified and Light Wine $1,172,678
Strong Beer $8&,539,187
Cereal Malt Beverage $1.985,044

Total - $20,857,620

Fiscal Year
2011
$9,542.047
31,363,314
$8,325,291
$1.805.212

$21,135,864

Percent
Change
4.2%
16.3%
2.5%
-4.2%
1.3%

$22.0

$21.0

(mi]lions).

2006 2007 . 2008 2009 2010 2011
Fiscal Year
Total Gallonage Tax by Fiscal Year

Fiscal Armount Percent
Year Collected Change
2006 §19,598,134 5.5%
2007 519,991,789 2.0%
2008 | $20,702,8i3 3.6%
2009 ‘ 521,228,389 25%
2010 | $20.,857,620 -1.9%
2011 $21,135,804 1.3%

Annual Report -89
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Liquor Excise Tax Gross Receipts

The liquor excise tax is a 10% retail tax on gross receipts from the sale of liquor on-
premises at private clubs, drinking establishments open to the public and caterers. Itis
imposed on all alcoholic beverages, including cereal malt. Seventy percent of the
collection is returned to the locality from which collected, 25% is credited to the State
General Fund and 5% to the Community Alccholism and Intoxication Programs Fund.
This tax is collected by the Division of Tax Operations rather than the Division of
Alcoholic Beverage Control.

$40.0

$35.0
$30.0 4
% $25.0 -
$20.0 1—
$15.0 T : e :
2006 2087 2008 2009 2010 - 2011
L o Fiscal Year

Fiscal Amount Percent
Year Collected Change
2006 $32,051,923 75%
2007 $34‘,307,823 7.0%
2008 - $35,639,zb4 3.9%
2009 $36,578,860 2.6%
2010 $35,764,829 -22%
2011 $36,050,400 0.8%

Annual Report ' 50 Kansas Department of Revenue
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Liguor Enforcement Tax Gross Receipts

The liguor enforcement tax 1s imposed upon the gross receipts from the sale of liguor
o consumers by retailers, microbreweries, and farm wineries. Alsc on the gross
receipts from the szle of liquor and cereal mali beverage to clubs, drinking
establishments, and caterers by distributors. This tax is collected by the Division of
Tax Operations, rather than the Division of Alcoholic Beverage Control.

(millions)

2006 2007 2008 2009 2010 2011
Fiscal Year
Fiscal - Amount Percent
Year Collected Change
2006 | $44.264770 5.6%
2007 347,183,769 6.6%
200% $50,020,773 6.0%
2009 $53.836,004 7.6%
2010 $54,854,273 1.9%
2011 356,224,767 2.5%
Annual Report _ 21 Kansas Department of Revenue

Z2-18



Gallonage Tax

. Liquor Excise Tax

Liquor.Enforcement Tax

Fees and Fines

Total

Alcoholic Beverage Licenses Issued

Retail Liquor Stores-
Spirits Distributors

‘Wine Distributors

Beer Distributors

Class A Vets, Frat] Club
Class A Soctal Club 500+
Class A Social Club <500
Class B Private Clubs
Drinking Establishments
Caterers

Hotels

Drinking Establishments/Caterers
Hotel/Caterers

Farm Wineries

Farm Winery Outlet
Microbrewertes

Supplier Permit

Special Order Shipping
Temporary Permit

Other

Total

"4 <Annnal Report

Total Liquor Taxes and Fees and Namber of Licenses

Fiscal Year 2011 Total Liquor Taxes znd Fees

Fiscal Year
2011

$21,135,864
$36,050,400
$56,224,767

$4.798.662

$118,209,693

Percent
Total

17.9%
30.5%
47.6%
4.1%

100.0%

T4
23
26

36

216
17
54
116

1,695
36

39

125
21
28
10
18

802

373

1,461

24

5,885

Other includes: nonbeverage licenses and permits, mfg warshouse, mfg spirits, farmer market sls permits

Kansas Department of Revenue 2 = €
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Cigarette Tax Collections to State General Fund after Refunds
The cigarette tax is paid upon the-purchase of tax stamps. In Fiscal Year 2003, the tax
rate increased from 24 cents per pack to 79 cents per pack.
$140.0
$120.0
$100.0 -
$80.0 -
= 8600 +
z
$40.0 -
§20.0
$0.0 e T R
2006 2008 2009 2010 2011
Fiscal Year
Fiscal Amount Percent
Year Collected Change
2006 $117,898,816 -0.9%
2007 $115,281,809 -2.2%
2008 © $112,704,560 2.2%
2005 $107,215,614 -4.5%
2010 $99,828,625 -6.9%
2011 595,522,851 -3.5%
58 - Kansas Deparoment of Revenue
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Tobacco Products Tax to State General Fund after Refunds

The tobacco products tax was reenacted in 1972. The tax rate is 10% on the
wholesale price of tobacco products.

$8.0
$7.0
- $6.0
8
T 850
$4.0 -
$3.0 -
$2.0
2006 2007 2008 2009 2010 2011_
Fiscal Year
Fiscal Amount Percent
Year Collected Change
2006 $5,092,583 1.1%
2007 $5,305,299 4.2%
2008 $5,547,754 4.6%
2009 " $5,727.860 3.2%
2010 $6,352,388 10.9%
2011 $6,572,849 3.5%

Annual Report 59 Kansas Department of Revenue
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Comparison of Kansas and Selected States, Various Tax Rates - January 1, 2011

Beer Wihe _ Cigarette Motor Fuel

Per Gallon - Per Gallon - Per Pack Per Galion®
Colorado 50.08 $0.32 $0.84 $0.22
Towa $0.19 : $1.75 . 5136 , $0.22
Kansas . S.O.18 $0.30 $0.79_ .SO.-25
Missouri ' $0.06 $0.42 $0.17 ‘ $O.1’73
Nebraska $0.51 $0.95 | 064 $0.273
Oklahome | $0.40. 5072 $1.03 $0.17

a) The American Petroleum Instituze {APT) has developed 2 methodology for détermiuing the average tax rate on a gallon of fuel. Rates may include any of
following: excise taxes, environmental fess, storage tank taxes, other fees or taxes, and general sales tax. In states where gasoline is subject to the general sal
tax, or where the fuel tax is based on the avg sale price, the avg rate determined by AP is sensitive to changes in the price of gasoline. States that fully or

partially apply general sales taxes to gascline: CA, CO, GA, IL, IN, ML, NY

Source: 2011 Facts and Figures How Does Your State Compare? Www.tadoundation.org

Amnual Report 4 Kansas Department of Revenue Zo~Z Z



KANSAS MINERAL TAX

Year Enacted: 1983
Statutory Citation: K.8.A. Chapter 79, Article 42

Gas and oil are taxed on the gross value at the time of removal from the earth or water. The tax
rate is 8% less property tax credits equal to 3.67%, making the tax rate 4.33% after the credit.

Tax exemptions for oil are based on the average price per barrel, average daily productions,
depth of the well, new pools and inactive wells.

Tax exemptions for gas wells are for wells with an average daily production valued at $87 or
less, as used for domestic or agricultural purposes on the production unit, and gas from any new

pool.

The state general fund receives 93% of the total collection and counties receive the remaining
7%.

Description Number of Filers *Tax Expenditure
Qil ' 46 {$67,296,860)
Gas ' 204 ($5,900.967)
Special Co. Mineral Production Fund ($7.895,395)
Depletion Trust Fund e ($6,230.354)
Property Tax Credit ' - _ ($102,943,500)

*Tax expenditure computed using a rate of 4.33%

21



Mineral Tax Distributions by Produet and Fund

Taxes on minerals are distributed first into a Refund Fund, then into the State
General Fund and the Special County Mineral Tax Production Fund. Beginning
in-FY 2009, a portion of the SGF Severance Tax Receipts is earmarked for the
Oil and Gas Valuation Depletion Trust Fund. The first tramsfer to this fund was

in October 2009.

Val Dep Fund

‘Refun dCounty
029 9%

- State General
: RR.1%

Mineral Tax Distribution to Funds, Fiscal Year 2011

Special County Oi] and Gas
. : Mineral Tax Valuation
. Product State General Refund Production Depletion Trust
Tvpe Fund Fund Fund Fund*
oil | $57437.362 $158,636 54,562,467
Natura! Gas 341,228,243 336,448 $3,332,928
Total ' $98,665,605 $195,084 $7,895,395 36,230,354
Gross Total All Funds $112,986,438

Annual Report 53
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PRIVILEGE TAX

Year Enacted: 1963
Statutory Citation: K.S.A. Chapter 79, Article 11

Every national banking association, bank, trust company, federally chartered savings bank, and
savings and loan association located or doing business within the state shall be required to file a
privilege tax return and pay a tax according to or measured by its net income for the next
preceding taxable year.

Kansas begins its privilege tax calculation with federal taxable income. This connection to the -
federal tax code adopts many of the tax expenditures that exist at the federal level. Any special
provisions allowed by the federal government that reduce taxable income will flow through to
the Kansas tax return, thereby resulting in lower Kansas tax collections. The majority of these
special provisions at the federal level are not specifically enumerated in this report. This report
will provide the cost of several addition/subtraction modifications to federal taxable income.
Kansas law allows certain deductions in arriving at Kansas taxable income.

For process year 2010, tax year 2009, a tax consisting of 2 normal tax and a surtax shall be
imposed for privilege tax filers. The normal tax shall be an amount equal to 2.25% of Kansas
taxable income and a surtax in an amount equal to 2.125% of Kansas taxable income that is in
excess of $25,000 for banks and 2.25% of Kansas taxable income that is in excess of $25,000 for
savings & loans and trust companies. _

12
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MOTOR FUEL TAXES o

Year Enacted: 1925 — gasoline tax
1941 — special fuels tax
1959 — LP gas tax
1979 — gasohol tax

Statutory Citation: K.S.A: Chapter 79, Article 34

A tax is imposed on the use, sale or delivery of all motor vehicle fuels or special fuels that are
used, sold or delivered in this state. Distributors are allowed to deduct a 2.5 percent handling
allowance on gasoline and special fuels received. No allowances are made on gasoline and
special fuels exported from the state or sold to the federal ~government or its agencies; nor are
allowances made on gasoline or special fuels sold or disposed of to consumers in tank cars,
transport, ot pipeline lots.

Kansas law provides that, unless specifically exempt from sales tax, sale of motor fuels will be,

subject to the Kansas sales tax if no Kansas excise tax has been imposed. No muotor fuel tax is”
imposed on gasoline or special fuel for the following transactions:

o export from the state to any other state or territory;

Gallons Tax Rate ‘Tax Expenditur?ﬂ
CY 10 Gasoline/Gaschol 1,253,875,007 : $0.24 ‘ {$300,930,002)
CY10 Diesel 389,171,740 $0.26 | ($101,184,652)

e sale to the federal government or its agencies; (combined below)
e sale to a contractor who performs work for the federal government ot its agencies;

Gallons Tax Rate Tax Expenditure
CY10 Gasoline/Gasohol - 2,331,109 $0.24 {$559,466)
CY10 Diesel 936,478 $0.26 ($243,484)

e sale which is aviation fuel;

Gallons Tax Rate Tax Expenditum
CY10 Gasoline/Gasohol | 7,772,679 $0.24 (51,865443)
Y10 Diesel 45,651,383 $0.26 ($11.869.360)

o first sale or delivery to a duly licensed distributor who resells to another duly licensed
distributor, (No numbers available. This exemption merely insures that double taxation does
not occur.);

e sale of indelibly dyed special fuel to be used for nonhighway purposes, and

Gallons | Tax Rate Tax Expenditure
P‘ﬂo Dyed Diesel 116,624,826 150,26 ($82.322,455)
l
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e shrinkage allowance @ 2.5%.

Gallons Tax Rate Tax Expenditure
CY10 Gasoline/Gasohol | 31,978,563 $0.24 ($7,674,855)
CY10 Diesel 9,074,586 $0.26 (52.359.392)
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Motor Fuel Tax Gross Collections

-~ Annual Report

The point of taxation on special fuels is at the wholesale distributor level. The 2002
Legislature enacted House Bill 3011, which increased all motor fuel tax rates by $.02 per
gallon effective July 1, 2002 and increases all motor fuel tax rates by $.01 per gallon

effective July 1, 2003.

(millions)

$500.0

3450.0

2006 2007 2008 2009 2010 211
Fiscal Year |
Fiscal | Gross Percent
Year Collections Change
2006 $434,105,057 02%
2007 $439,898,005 | 1.3%
2008 §437,737,7117 -O.Sl%
2009 $426,508,499 -2.6%
2010 $432,112,354 1.3%
2011 $440,672.861 2.0%
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Gross Motor Fuel Tax Collections by Fuel Type and by Distribution Fund

Motor Fuel by Fuel Type

Regular and E-85

Special (Diesel) Fuel

LP Gas Fue]

Interstate Motor Fuel
Motor Carrier Trip Permits

Total (Gross)

Motor Carrier Trip Permit amount incTodes Permits issusd by Kansas Highway Patrol.

Fiscal Year
2010

$310,240,462

$109,397,060

$182,133

$11,997,756

$294.943

$432,112,354

. Fiscal Year
2011
$313,865,697
$115,503,561
$156,888
$10,828,863

$317.852

$440,672,861

Percent
Change
1.2%
5.6%
(13.9%)
(9.7%)

7.8%

2.0%

State Highway Fund $287,203,076
Special City/County
Highway Fund $145,527,188
Alcohol Producers'
Incentive Fund $3,500,000
Refund Fund $4.442.597
Total $440,672,861 Alcoboi Fund
cic 0.8%
35.0% Refunds
1.0%
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