Kansas & National
Education Association

Q

Making public schools great for every child

KANSAS NATIONAL EDUCATION ASSOCIATION / 715 SW 10TH AVENUE / TOPEKA, KANSAS 66612-1686

Mark Desetti

House Committee on Taxation
Senate Bill 188

February 14, 2016

Mr. Chairman, members of the Committee, thank you for the opportunity to come before you today to express our support
for SB 188.

Kansas NEA supports this bill because it would repeal the glide path, reinstate tax fairness by eliminating the LLC
exemption, and still ensures that most Kansans will pay less in income taxes than they did in 2012.

Kansans have been repeatedly told that the 2012 tax cuts just need a little time to start working. We are of the opinion
that at some point you must say enough is enough. Kansans have had enough. It is time to right the revenue ship and
move forward. The proposal in SB 188 will do this.

The plan essentially has four components.

1. First, it ends the so-called “march to zero” which would ultimately end the income tax in Kansas. Kansas does
not have a source of revenue that could ever replace the income tax. We are not a major tourist destination; we
do not have enormous oil and mineral reserves. And frankly, we simply cannot raise consumption taxes enough
to cover the loss of the income tax.

2. This plan would re-instate the third income tax bracket. Doing this would restore a level of progressivity to our
income tax as well as generate much needed revenue. The lion’s share of lost revenue came from the reduction
of rates and the elimination of the third bracket. By restoring a third bracket without raising rates on the lower
two brackets, Kansas would generate much needed revenue without raising income taxes on the vast majority
of Kansans.

3. The “LLC loophole” would be closed. Not only does this loophole account for about 30% of our lost revenue, it is
patently unfair. Business owners pay no income tax while their lower wage employees do. That’s not fair. The
people of Kansas know it's not fair which is why this issue gets the most notice from the public. Even business
owners and local chambers have come before the legislature to ask that this be reversed. | would note that this
plan does not apply this retroactively meaning that business owners can adequately prepare for the change.

4. Restores all standard deductions as they were in 2012 — a move that benefits middle income Kansans while
retaining the low income tax exemption to protect those who earn the least.

This bill represents a comprehensive plan to stop the bleeding and set Kansas back on the path to prosperity. It will solve
the budget problems you now face in FY 2018 and FY 2019 and it even takes into account funding for schools that might
be required after the decision in the Gannon case.

This is a modest plan. There are so many things that people might want to see in reversing the 2012 and 2013 tax cuts.
We know, for example, that some would call for a reduction in the sales tax on food. But we believe we need a plan that
moves Kansas back to solvency and as things improve, the legislature can consider other things to improve Kansas’ tax

policy.

You may be taking some comfort in the fact that we have begun to modestly exceed revenue estimates after months and
months of missed estimates. This is not because the 2012 plan is starting to work; it is because the state has lowered
estimates enough that we finally can meet them.
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| would liken this to the parent that estimates their child we get straight A’s going forward. Each time the child misses
that mark, the parent simply lowers the estimate. “Okay,” he says, “He’s going to get three A’s and three B’s this time.”
How many times will the parent reduce those expectations until the child actually meets the estimates? Eventually that
parent can say, “l expected he would get all C’s and, look, he’s got five C’s and a B! Better than | thought!”

| understand that while some of you might think this is the right plan, others will have concerns with one aspect or another.
| would simply suggest that this plan establishes a revenue goal based on the needs our state has today and it proposes
a solution that would have no negative impact on a large majority of Kansans. We think the goal that we sought in crafting
this plan is a worthy goal for your consideration.

SB 188 stops the bleeding and sets Kansas back on the path to prosperity. We would urge this committee to give it full
consideration.
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