O 01N W K~ Wi~

Session of 2022

SENATE BILL No. 369

By Committee on Federal and State Affairs
1-21

AN ACT concerning taxation;relatin m e . mium
taxes, establishing the Kansas affordable housmg tax credit act

Proposed Amendments to
Senate Bill 369 #2
Senate Committee on Federal and State Affairs
Prepared by: Jason Long
Office of Revisor of Statutes

prov1d1ng a tax credit for qualified low-1ncome housing pI‘O_]CCtS,s
;

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

Section 1. The provisions of sections 1 through 6, and amendments
thereto, shall be known and may be cited as the Kansas affordable housing
tax credit act.

Sec. 2. Asused in sections 1 through 6, and amendments thereto:

(a) "Act" means the provisions of sections 1 through 6, and
amendments thereto;

(b) "allocation certificate" means a statement issued by the KHRC
certifying that a given development is eligible for the credit and specifying
the amount of the credit allowed;

(c) "compliance period" means the period of 15 years beginning with
the first taxable year of the credit period;

(d) "credit" means the Kansas affordable housing tax credit allowed
pursuant to this act;

(e) "credit period" means the credit period as defined in section 42(f)
(1) of the federal internal revenue code;

(f) "director" means the director of taxation pursuant to K.S.A. 75-
5102, and amendments thereto;

(g) "federal tax credit" means the federal low-income housing tax
credit provided by section 42 of the federal internal revenue code;

(h) "KHRC" means the Kansas housing resources corporation, a not-
for-profit subsidiary of the Kansas development finance authority
incorporated pursuant to K.S.A. 74-8904(v), and amendments thereto;

(1) "pass-through entity" means any: (1) Limited liability company;
(2) partnership; or (3) limited liability partnership;

(j) "pass-through certification" means a certification provided to the
director by any pass-through entity allocating a credit to its partners or
members, certifying the amount of credit to be allocated to each partner or
member of such pass-through entity;

(k) "qualified allocation plan" means the qualified allocation plan
adopted by the KHRC pursuant to section 42(m) of the federal internal
revenue code;
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(1) "qualified basis" means the qualified basis of the development as
determined pursuant to section 42 of the federal internal revenue code;

(m) "qualified development" means a "qualified low-income housing
project," as that term is defined in section 42 of the federal internal
revenue code, and which is located in Kansas and is determined by the
KHRC to be eligible for a federal tax credit whether or not a federal tax
credit is allocated with respect to such qualified development; and

(n) "qualified taxpayer" means an individual, a person, firm,
corporation, or other entity that owns an interest, direct or indirect, in a
qualified development and is subject to the taxes imposed by the Kansas
income tax act, the privilege taxes imposed pursuant to article 11 of
chapter 79 of the Kansas Statutes Annotated, and amendments thereto, or
the premium taxes imposed pursuant to K.S.A. 40-252, and amendments
thereto.

Sec. 3. (a) For all taxable years commencing after December 31,
2022, there shall be allowed a credit against the income tax liability
imposed pursuant to the Kansas income tax act, the privilege tax liability
imposed upon any national banking association, state bank, trust company
or savings and loan association pursuant to article 11 of chapter 79 of the
Kansas Statutes Annotated, and amendments thereto, or the premium tax
liability imposed upon an insurance company pursuant to K.S.A. 40-252,
and amendments thereto, for each qualified development for each year of
the credit period, in an amount equal to the federal tax credit allocated or
allowed by the KHRC to such qualified development, except that there
shall be no reduction in the credit allowable in the first year of the credit
period due to the calculation in section 42(f)(2) of the federal internal
revenue code.

(b) The KHRC shall issue an allocation certificate to an owner of a
qualified development. The KHRC shall issue an allocation certificate to
the qualified development simultaneously with issuance of federal form
8609 with respect to the federal tax credits.

(c) All allocations shall be made pursuant to the qualified allocation
plan.

(d) If an owner of a qualified development receiving an allocation of
a credit is a pass-through entity, the owner may allocate the credit among
its partners or members in any manner agreed to by such persons and, in
the case of multiple tiers of pass-through entities, the credit may be so
allocated through any number of pass-through entities in any manner
agreed by the owners of such pass-through entities, none of which shall be
considered a transfer. Any pass-through entity allocating a credit to its
partners or members shall attach a pass-through certification to its tax
return annually. Each partner or member shall be allowed to claim or
further allocate such amount subject to any restrictions set forth in this act.
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(e) An owner of a qualified development to which a credit has been
allocated and each qualified taxpayer to which such owner has allocated a
portion of such credit, if any, shall file with their state income, privilege or
premium tax return a copy of the allocation certificate issued by the
KHRC with respect to such qualified development and a copy of any pass-
through certification, as prescribed by the director.

(f) No credit shall be allocated pursuant to this act unless the qualified
development is the subject of a recorded restrictive covenant requiring the
development to be maintained and operated as a qualified development
and is in accordance with the accessibility and adaptability requirements of
the federal tax credits and title VIII of the civil rights act of 1968, as
amended by the fair housing amendments act of 1988, for a period of 15
taxable years, or such longer period as may be agreed to between the
KHRC and the owner of the qualified development, beginning with the
first taxable year of the credit period.

(g) The allocated credit amount may be taken against the income,
privilege or premium taxes imposed for each taxable year of the credit
period. Any amount of credit that exceeds the income, privilege or
premium tax liability of a qualified taxpayer for a taxable year may be
carried forward as a credit against subsequent years' tax liability up to 11
tax years following the tax year in which the allocation was made and shall
be applied first to the earliest years possible. Any amount of the credit that
is not used shall not be refunded to the taxpayer.

(h) Unless otherwise provided in this act or the context or law
requires otherwise, the KHRC shall determine eligibility for a credit and
allocate credits in accordance with the standards and requirements set forth
in section 42 of the federal internal revenue code. Any combination of
federal tax credits and credits allowed pursuant to this act shall be the least
amount necessary to ensure the financial feasibility of a qualified
development.

Sec. 4. If, under section 42 of the federal internal revenue code, a
portion of any federal tax credit taken on a qualified development is
required to be recaptured or is otherwise disallowed during the credit
period, the qualified taxpayer that claimed the credit pursuant to this act
with respect to such qualified development shall also be required to
recapture a portion of any credits authorized by this act. The percentage of
credits subject to recapture shall be equal to the percentage of federal tax
credits subject to recapture or otherwise disallowed during such period.
Any credits recaptured or disallowed shall increase the tax liability of the
qualified taxpayer who claimed the credits and shall be included on the tax
return of the qualified taxpayer submitted for the taxable year in which the
recapture or disallowance event is identified.

Sec. 5. The KHRC and the director, in consultation with each other,
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shall promulgate rules and regulations necessary for their respective
administration of this act.

Sec. 6. (a) The KHRC, in consultation with the director, shall monitor
and oversee compliance with the provisions of this act and shall report
specific occurrences of noncompliance to the director.

(b) For each allocation year, the KHRC shall submit a written report
to the legislature on or before December 31 of each year and make such
report available to the public. The report shall:

(1) Specify the number of qualified developments that have been
allocated credits during the allocation year and the total number of units
supported by each development;

(2) describe each qualified development that has been allocated
credits including, without limitation, the geographic location of the
development, the household type and any specific demographic
information available about residents intended to be served by the
development, the income levels intended to be served by the development,
and the rents or set-asides authorized for each development; and

(3) provide housing market and demographic information that
demonstrates how the qualified developments supported by the credits are
addressing the need for affordable housing within the communities they
are intended to serve as well as information about any remaining
disparities in the affordability of housing within those communities.

[Insert Attachment |

ec. T S act shall take effect and be in force from and after its
publication in the statute book.

Sec. 9 K.S.A. 2021 Supp. 12-5242 and

12-5249 are hereby repealed.

And by renumbering sections accordingly.




Insert SB 369, on page 4, following line 22

Section 7. K.S.A. 2021 Supp. 12-5242 is hereby amended to read as follows: 12-5242. Except as otherwise provided, as used in
K.S. A 12-5241 through 12-5251, and amendments thereto and K.S.A. 2021 Supp 12 5252 through 12-5258, and arnendments thereto;—the

(a) "C1ty" means_the city of Topeka or any city 1ncorporated in accordance w1th Kansas law with a populatlon of less than 60,000, as
certified to the secretary of state by the director of the division of the budget on the previous July 1 in accordance with K.S.A. 11-201, and
amendments thereto.

(b) "City housing authority" means any agency of a city created pursuant to the municipal housing law, K.S.A. 17-2337 et seq., and
amendments thereto.

(c) "Corporation" means the Kansas housing resources corporation.

(d) "County" means any county organized in accordance with K.S.A. 18-101 et seq., and amendments thereto, with a population of
less than 80,000, as certified to the secretary of state by the director of the division of the budget on the previous July 1* in accordance with
K.S.A. 11-201, and amendments thereto.

(e) "Developer" means the person, firm or corporation responsible under an agreement with the governing body to develop housing or
related public facilities in a district.

(f) "District" means a rural housing incentive district established in accordance with this act.

(g) "Governing body" means the board of county commissioners of any county or the mayor and council, mayor and commissioners or
board of commissioners, as the laws affecting the organization and status of cities affected may provide.

(h) "Housing development activities" means the construction or rehabilitation of infrastructure necessary to support construction of
new residential dwellings and the actual construction of such residential dwellings, if such construction is conducted by a city housing
authority.

(1) “Seeretarymeans-the-seeretary-of-commeree-of the-state-of Kansas:

& "Real property taxes" means and includes all taxes levied on an ad valorem basis upon land and improvements thereon.

do(])  "Secretary" means the secretary of commerce of the state of Kansas.

(k) "Taxing subdivision" means the county, the city, the unified school district, and any other taxing subdivision levying real property
taxes, the territory or jurisdiction of whieh that includes any currently existing or subsequently created rural housing incentive district.

Sec. 8. K.S.A. 2021 Supp. 12-5249 is hereby amended to read as follows: 12-5249. (a) Any city or county which has established a
rural housing incentive district may use the proceeds of special obligation bonds issued under K.S.A. 12-5248, and amendments thereto, or any
uncommitted funds derived from those sources of revenue set forth in K.S.A. 12-5248(a)(1), and amendments thereto, to implement specific
projects identified within the rural housing incentive district plan including, without limitation:

(1) Acquisition of property within the specific project area or areas as provided in K.S.A. 12-5247, and amendments thereto;

(2) payment of relocation assistance;

(3) site preparation;

(4) sanitary and storm sewers and lift stations;

(5) drainage conduits, channels and levees;

(6) street grading, paving, graveling, macadamizing, curbing, guttering and surfacing;




(7) street lighting fixtures, connection and facilities;

(8) underground gas, water, heating, and electrical services and connections located within the public right-of-way;

(9) sidewalks;

(10) water mains and extensions;-ané

(11) renovation of buildings or other structures more than 25 years of age primarily for residential use located in a central business
district as approved by the secretary of commerce. Certification of the age of the building or other structure shall be submitted to the secretary
by the governing body of the city or county with the resolution as provided by K.S.A. 12-5244, and amendments thereto. Eligible residential
improvements shall include only improvements made to the second or higher floors of a building or other structure. Improvements for
commercial purposes shall not be eligible; and

(12) renovation or construction of single-family residential dwellings, multi-family residential dwellings or buildings or other
structures exclusively for residential use located on existing lots with infrastructure, including, at a minimum, streets and sewer, water and
electrical utilities, and such infrastructure has been in place for at least 10 years.

(b) None of the proceeds from the sale of special obligation bonds issued under K.S.A. 12-5248, and amendments thereto, shall be
used for the construction of buildings or other structures to be owned by or to be leased to any developer of a residential housing project within
the district, except for buildings or other structures:

(1) Located in a central business district as approved by the secretary of commerce; and

(2) used exclusively for residential use as provided by subsection (a)(12).







