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Journal of the Senate
SIXTY-THIRD DAY

SENATE CHAMBER, TOPEKA, KANSAS
Wednesday, May 5, 2004—10:00 a.m.

The Senate was called to order by President Dave Kerr.
The roll was called with forty senators present.
Invocation by Chaplain Fred S. Hollomon:

Heavenly Father,

Wrap-up time is Show-down time,
And the results are coming in.
It’s when we find out which side loses,
And when we find who wins.

High profile issues draw attention
And when the winning margin’s close
The rivalry intensifies,
And participants get verbose.

Of course, the problem is, O God
When both sides think they’re right.
Animosity tends to smolder
And can continue day and night.

I pray for both sides, Lord, today:
The losers and the winners.
All the winners are not angels,
And not all the losers sinners.

I pray that what the winners won
Won’t be as bad as the losers think;
And that what the losers lose
Is better than the winners think.

As time goes by we’ll all find out,
Time has a way of giving light,
Revealing what we want to know:
What is wrong and what is right.

A poet named Perry Gresham penned a verse I learned 50 years ago in
Seminary:

‘‘Truth crushed to earth will rise again,
The eternal years of God are hers;
But error, wounded, writhes in pain
And dies amidst her worshipers.’’
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And Longfellow’s 4th stanza of a hymn expresses it well:
‘‘Then pealed the bells more loud and deep,
God is not dead, nor doth He sleep.
The wrong shall fail, the right prevail
With peace on earth, good will to men.’’

I pray in Jesus’ Name, AMEN

MESSAGE FROM THE GOVERNOR
SB 304 approved on May 5, 2004.

MESSAGE FROM THE HOUSE
Announcing the House concurs in Senate amendments to Substitute HB 2145 and

requests the Senate to return the bill.
The House adopts the Conference Committee Report to agree to disagree on House

Substitute for SB 2 and has appointed Representatives Merrick, Dahl and Rehorn as
second conferees on the part of the House.

ORIGINAL MOTION
Senator Oleen moved that subsection 4(k) of the Joint Rules of the Senate and House of

Representatives be suspended for the purpose of considering the following bill: H Sub for
SB 2.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-

ments to HOUSE Substitute for SB 2, submits the following report:
Your committee on conference agrees to disagree and recommends that a new conference

committee be appointed;
And your committee on conference recommends the adoption of this report.

RAY MERRICK
DONALD L. DAHL

Conferees on part of House

PETE BRUNGARDT
MARK S. GILSTRAP

Conferees on part of Senate
On motion of Senator Brungardt, the Senate adopted the conference committee report

on H Sub for SB 2, and requested a new conference committee be appointed.
The President appointed Senators Brungardt, Lyon and Gilstrap as a second Conference

Committee on the part of the Senate on H Sub for SB 2.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on Senate amend-

ments to HB 2418, submits the following report:
The House accedes to all Senate amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with Senate Committee amendments,
as follows:

On page 1, by striking all in lines 18 through 43;
On page 2, by striking all in lines 1 through 43;
On page 3, by striking all in lines 1 through 3;
On page 5, by striking all in lines 33 and 34 and inserting the following:
‘‘Section 1. K.S.A. 20-2608 is hereby amended to read as follows: 20-2608. (a) Any judge

may retire upon reaching age 65 or commencing July 1, 1993, age 65 or age 62 with the
completion of 10 years of credited service or the first day of the month coinciding with or
following the date that the total of the number of years of credited service and the number
of years of attained age of the judge is equal to or more than 85 and upon making application
for retirement to the board, and. Any judge upon reaching age 70 75 shall retire, and, except
that any duly elected or appointed justice of the supreme court shall retire upon reaching
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age 70. Upon retiring, each such judge as described in this subsection shall receive retire-
ment annuities as provided in K.S.A. 20-2610 and amendments thereto, except, that when
any incumbent judge justice of the supreme court attains the age of 70, such judge may, if
such judge desires, finish serving the term during which said such judge attains the age of
70.

(b) Notwithstanding the provisions of subsection (a), any judge who is otherwise eligible
to retire may retire upon reaching age 60 and, having total years of service of not less than
10 years, and upon making application to the board. Any such judge who retires on and
after July 1, 1993, and prior to attaining the age of 62 shall receive a retirement annuity
pursuant to K.S.A. 20-2610 and amendments thereto based upon the normal retirement age
of 62 reduced by an amount equal to the product of (1) such annual retirement annuity
payable had the judge retired on the normal retirement date, multiplied by (2) the product
of .2% multiplied by the number of months’ difference, to the nearest whole month, between
the judge’s attained age at the time of retirement and age 62.

(c) Notwithstanding the provisions of subsection (a), on or after July 1, 1993, any judge
who is otherwise eligible to retire may retire upon reaching age 55 with the completion of
10 years of service, and upon making application to the board. Any such judge who retires
prior to attaining the age of 62 pursuant to this subsection shall receive a retirement annuity
pursuant to K.S.A. 20-2610 and amendments thereto based upon the normal retirement age
of 62 reduced by an amount equal to the total of: (1) (A) The product of such annual
retirement annuity payable had the judge retired on the normal retirement date, multiplied
by (B) the product of .6% multiplied by the number of months’ difference, to the nearest
whole month, between the member’s attained age at the time of retirement and age 60; and

(2) for any judge who retired on or after July 1, 1993, the product of such annual
retirement annuity payable had the judge retired on the normal retirement date, multiplied
by 4.8%.

The provisions of this subsection apply to any judge who retires before the age of 62 and
has attained age 55 but has not attained age 60, with the completion of 10 years of service.

Sec. 2. K.S.A. 20-2608 is hereby repealed.
Sec. 3. On and after July 1, 2004, K.S.A. 20-3010, as amended by section 2 of 2004

House Bill No. 2618, K.S.A. 2003 Supp. 20-3006, as amended by section 1 of 2004 House
Bill No. 2618, and section 3 of 2004 House Bill No. 2618 are hereby repealed.’’;

Also on page 5, in line 36, by striking ‘‘statute book’’ and inserting ‘‘Kansas register’’;
Also on page 1, in the title, in line 13, before ‘‘amending’’ by inserting ‘‘concerning man-

datory retirement;’’; in line 14, by striking all after ‘‘K.S.A.’’; in line 15, by striking all before
the last period and inserting ‘‘20-2608 and repealing the existing section; also repealing
K.S.A. 20-3010, as amended by section 2 of 2004 House Bill No. 2618, K.S.A. 2003 Supp.
20-3006, as amended by section 1 of 2004 House Bill No. 2618, and section 3 of 2004 House
Bill No. 2618’’;

And your committee on conference recommends the adoption of this report.

JOHN VRATIL

DEREK SCHMIDT

GRETA GOODWIN

Conferees on part of Senate

MICHAEL O’NEAL

DOUG PATTERSON

JANICE L. PAULS

Conferees on part of House

Senator Vratil moved the Senate adopt the Conference Committee Report on HB 2418.
On roll call, the vote was: Yeas 28, Nays 12, Present and Passing 0, Absent or Not Voting

0.
Yeas: Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Corbin, Dow-

ney, Emler, Gilstrap, Goodwin, Haley, Helgerson, Hensley, Jackson, Jordan, Kerr, Lee,
Morris, O’Connor, Oleen, Schodorf, Steineger, Teichman, Umbarger, Vratil.
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Nays: Adkins, Clark, Donovan, Huelskamp, Journey, Lyon, Pugh, Salmans, Schmidt, Tad-
diken, Tyson, Wagle.

The Conference Committee report was adopted.

INTRODUCTION OF ORIGINAL MOTIONS AND SENATE RESOLUTIONS
Senator Hensley introduced the following Senate resolution, which was read:

SENATE RESOLUTION No. 1867—
A RESOLUTION honoring Edwin C. Mueller, Sr. on his retirement after 20 years of public

service in Osage City, 19 years as an officer in the Osage City Police Department, and
8 years as Osage City Police Chief.

WHEREAS, Edwin C. Mueller, Sr. retired on April 25, 2003, as Police Chief of Osage
City; and

WHEREAS, Edwin C. Mueller, Sr., was educated in the Chicago public schools and
served in the United States Air Force; and

WHEREAS, Edwin C. Mueller, Sr. and his wife Ilene were married on August 23, 1957,
in Osage City; and

WHEREAS, Five children were born to this union: John, Teresa, JoAnn, Edwin, Jr., and
Irwin; and

WHEREAS, Edwin and Ilene are the proud grandparents of nine grandchildren; and
WHEREAS, Edwin C. Mueller, Sr. devoted 20 years to public service in Osage City;

and
WHEREAS, On May 24, 1983, Edwin C. Mueller, Sr. began work as an animal control

officer in Osage City; and
WHEREAS, On August 28, 1984, Edwin C. Mueller, Sr. was appointed to the position

of police officer in Osage City; and
WHEREAS, On February 28, 1995, Mayor Richard Prine appointed Edwin C. Mueller,

Sr. Police Chief of Osage City; and
WHEREAS, Although the position of police chief is the most demanding and difficult

job in Osage City, Edwin C. Mueller, Sr. quickly mastered it and set the standards by which
performance should be judged; and

WHEREAS, Edwin C. Mueller Sr.’s greatest enjoyment as police chief was working with
people. Always quick with a smile and a friendly word, Chief Mueller was greatly admired
by all; and

WHEREAS, Edwin C. Mueller Sr.’s greatest legacy as police chief is the respect he
commanded. He was highly regarded by the citizens of Osage City, by the mayors, councils,
and city managers he served under; by his peers in the law enforcement community; and
by the police officers who served under him; and

WHEREAS, Edwin C. Mueller has been a faithful and untiring servant of Osage City
and his talents and expertise in law enforcement will be missed: Now, therefore,

Be it resolved by the Senate of the State of Kansas: That we recognize and honor the
many years of faithful, devoted service Edwin C. Mueller, Sr. gave to his city and the legacy
he leaves for succeeding peace officers of the community; and

Be it further resolved: That the Secretary of the Senate provide an enrolled copy of this
resolution to Patrick Lawless, Mayor, Osage City, 201 S. 5th St., Osage City, KS 66523 and
to Edwin C. Mueller, Sr., 502 Miller Street, Osage City, KS 66523.

On emergency motion of Senator Hensley SR 1867 was adopted unanimously.
Senator Kerr introduced the following Senate resolution, which was read:

SENATE RESOLUTION No. 1868—
A RESOLUTION memorializing the Congress of the United States, urging Congress to

enact and fully fund the proposed vision for space exploration to enable the United
States to remain a leader in the exploration and development of space.

WHEREAS, The United States is a nation of explorers; and
WHEREAS, When Christopher Columbus made his voyages across the Atlantic in the

15th and 16th centuries, his ships carried the inscription ‘‘Following the light of the sun,
we left the Old World’’; and
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WHEREAS, Exploration and discovery have been especially important to the American
experience, providing vision, hope and economic stimulus, from New World pioneers and
American frontiersmen to the Apollo program; and

WHEREAS, Just as Lewis and Clark could not have predicted the settlement of the
American West within a hundred years of the start of their famous 19th century expedition,
the total benefits of a single exploratory undertaking or discovery cannot be predicted in
advance; and

WHEREAS, The desire to explore is part of our character, and history has shown that
space exploration benefits all humankind through new technologies for everyday application,
new jobs across the entire economic contributions through new markets and commercial
products, education and inspiration, United States leadership, increased security and a leg-
acy for future generations; and

WHEREAS, Kansas has been a leader in the exploration and development of space since
the dawn of the space age, including the establishment of the Kansas Cosmosphere and
NASA’s National Center for Advanced Materials Performance at Wichita State University’s
National Institute for Aviation Research; and

WHEREAS, Our nation’s new vision for space exploration charts a new, ‘‘building block’’
strategy to explore destinations across our solar system with robots and humans, allowing
our nation to remain competitive in the new industry of space commerce; and

WHEREAS, The proposed vision for space exploration is both sustainable and afforda-
ble: Now, Therefore,

Be it resolved by the Senate of the State of Kansas: That the Congress of the United
States is requested to enact and fully fund the proposed vision for space exploration, as
submitted to the Congress in the Fiscal Year 2005 Budget of the United States Government,
to enable the United States to remain a leader in the exploration and development of space;
and that copies of this memorial be dispatched to the President of the United States, to the
President of the United States Senate, to the Speaker of the United States House of Rep-
resentatives, and to each member of the Kansas delegation to the United State Congress.

On emergency motion of Senator Kerr SR 1868 was adopted unanimously.

REPORT ON ENGROSSED BILLS
SB 387 reported correctly re-engrossed May 4, 2004.
Sub SB 296; SB 511 correctly re-engrossed May 5, 2004.

ORIGINAL MOTION
Senator Oleen moved that subsection 4(k) of the Joint Rules of the Senate and House of

Representatives be suspended for the purpose of considering the following bill: HB 2703.

FINAL ACTION OF BILLS AND CONCURRENT RESOLUTIONS
On motion of Senator Oleen an emergency was declared by a 2⁄3 constitutional majority,

and HB 2703 was advanced to Final Action, subject to amendment, debate and roll call.
HB 2703, An act providing for the issuance of bonds by the Kansas development finance

authority for the design of a prototype facility for the generation of electricity and hydrogen;
amending K.S.A. 74-8939 and repealing the existing section.

The bill was amended by adoption of the committee amendments.
On roll call, the vote was: Yeas 40, Nays 0, Present and Passing 0, Absent or Not Voting

0.
Yeas: Adkins, Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark,

Corbin, Donovan, Downey, Emler, Gilstrap, Goodwin, Haley, Helgerson, Hensley, Huel-
skamp, Jackson, Jordan, Journey, Kerr, Lee, Lyon, Morris, O’Connor, Oleen, Pugh, Salmans,
Schmidt, Schodorf, Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

The bill passed, as amended.

On motion of Senator Oleen, the Senate recessed until 1:00 p.m.
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AFTERNOON SESSION
The Senate met pursuant to recess with President Kerr in the chair.

INTRODUCTION OF BILLS AND CONCURRENT RESOLUTIONS
The following bill was introduced and read by title.
SB 563, An act concerning schools and school districts; providing scholarships to private

schools for certain students, by Committee on Ways and Means.

REFERENCE OF BILLS AND CONCURRENT RESOLUTIONS
The President referred SB 563 to the Committee on Education.

MESSAGE FROM THE HOUSE
Announcing the House not adopts the conference committee report on SB 317, requests

a conference and appoints Representatives O’Neal, Patterson and Pauls as third conferees
on the part of the House.

ORIGINAL MOTION
Senator Oleen moved that subsection 4(k) of the Joint Rules of the Senate and House of

Representatives be suspended for the purpose of considering the following bill: S Sub for
HB 2899.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on Senate amend-

ments to Senate Substitute for HB 2899, submits the following report:
The House accedes to all Senate amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed as Senate Substitute for House Bill No.
2899, as follows:

On page 1, by striking all in lines 13 through 39 and inserting:
‘‘Section 1. K.S.A. 74-8711 is hereby amended to read as follows: 74-8711. (a) There is

hereby established in the state treasury the lottery operating fund.
(b) Except as provided by K.S.A. 2003 Supp. 74-8724, and amendments thereto, the

executive director shall remit all moneys collected from the sale of lottery tickets and shares
and any other moneys received by or on behalf of the Kansas lottery 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 the lottery operating fund. Moneys credited to the fund shall be
expended or transferred only as provided by this act. Expenditures from such fund shall be
made in accordance with appropriations acts upon warrants of the director of accounts and
reports issued pursuant to vouchers approved by the executive director or by a person
designated by the executive director.

(c) Moneys in the lottery operating fund shall be used for:
(1) The payment of expenses of the lottery, which shall include all costs incurred in the

operation and administration of the Kansas lottery; all costs resulting from contracts entered
into for the purchase or lease of goods and services needed for operation of the lottery,
including but not limited to supplies, materials, tickets, independent studies and surveys,
data transmission, advertising, printing, promotion, incentives, public relations, communi-
cations and distribution of tickets and shares; and reimbursement of costs of facilities and
services provided by other state agencies;

(2) the payment of compensation to lottery retailers;
(3) transfers of moneys to the lottery prize payment fund pursuant to K.S.A. 74-8712,

and amendments thereto;
(4) transfers to the state general fund pursuant to K.S.A. 74-8713, and amendments

thereto;
(5) transfers to the state gaming revenues fund pursuant to subsection (d) of this section

and as otherwise provided by law; and
(6) transfers to the county reappraisal fund as prescribed by law.
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(d) The director of accounts and reports shall transfer moneys in the lottery operating
fund to the state gaming revenues fund created by K.S.A. 79-4801, and amendments thereto,
on or before the 15th day of each month in an amount certified monthly by the executive
director and determined as follows, whichever is greater:

(1) An amount equal to the moneys in the lottery operating fund in excess of those
needed for the purposes described in subsections (c)(1) through (c)(4); or

(2) except for pull-tab lottery tickets and shares, an amount equal to not less than 30%
of total monthly revenues from the sales of lottery tickets and shares less estimated returned
tickets. In the case of pull-tab lottery tickets and shares, an amount equal to not less than
20% of the total monthly revenues from the sales of pull-tab lottery tickets and shares less
estimated returned tickets.

Sec. 2. K.S.A. 2003 Supp. 74-8724 is hereby amended to read as follows: 74-8724. (a)
Notwithstanding any provision of law to the contrary, the Kansas lottery commission shall
establish an instant lottery scratch-off game designated as the veterans benefit game, which
shall be conducted by the Kansas lottery. Tickets for the veterans benefit game established
by this section shall be offered for sale only between May 1 through November 30, 2003,
and May 1 through November 30, 2004 of each year.

(b) The Kansas lottery commission shall adopt rules and regulations governing the es-
tablishment of the veterans benefit game pursuant to K.S.A. 74-8710, and amendments
thereto, except that subsection (b) of K.S.A. 74-8710, and amendments thereto, shall not
apply to the veterans benefit game established by this section.

(c) Notwithstanding the provisions of K.S.A. 79-4801 et seq., and K.S.A. 74-8711, and
amendments thereto, all net profits, received from the sale of veterans benefit game lottery
tickets, materials and games, as prescribed by rules and regulations adopted pursuant to
subsection (b) of this section, shall be deposited in the state treasury and credited, shall be
used as follows: (1) An The amount equal to 50% of such net profits to the national guard
assistance account of the state general fund of the state board of regents to be used shall
be appropriated for purposes directly benefitting members of the Kansas army and air na-
tional guard and their families to provide for Kansas national guard educational assistance
act scholarships pursuant to K.S.A. 74-32,145 et seq., and amendments thereto, and (2) an,
to the extent that moneys are available, for other purposes directly benefitting members of
the Kansas army and air national guard and their families as provided by appropriation act;
and (2) the amount equal to 50% of such net profits to the soldiers’ home fee fund and the
veterans’ home fee fund in an amount or amounts determined by the executive director of
the Kansas commission on veterans affairs to be used shall be appropriated for operating
expenditures and capital improvements for, or as otherwise provided by appropriation act,
for the use and benefit of the Kansas veterans’ home, the Kansas soldiers’ home and the
state veterans cemetery system.

(d) The Kansas lottery commission shall change the design or theme of the veterans
benefit game regularly so that the game remains competitive with the other instant lottery
scratch-off games offered by such commission. The tickets for the instant lottery game
authorized by this section shall clearly state that the profits derived from the game shall be
used to benefit veterans and veterans issues in this state.

Sec. 3. K.S.A. 74-8819 is hereby amended to read as follows: 74-8819. (a) Organizations
licensed pursuant to K.S.A. 74-8813 or 74-8814, and amendments thereto, may conduct
parimutuel wagering on the results of horse and greyhound races held on dates and at
racetrack facilities approved by the commission and on simulcast races as provided by K.S.A.
74-8836, and amendments thereto. All persons participating in such wagering shall be pres-
ent within the confines of the approved racetrack facility.

(b) Organization licensees shall issue a ticket to each person placing a wager, which
ticket shall show the date and number of the race, the amount wagered and the number of
the horse or greyhound selected by the person. The licensee may receive wagers on horses
or greyhounds to finish first, second, third, fourth or any combination thereof within the
same race or among two or more live races conducted or simulcast races displayed on the
same day at the same racetrack facility, as authorized by the commission.

(c) After wagering has been closed for each live race conducted by the licensee, the
organization licensee may deduct an amount not exceeding 18% of the total wagered in
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each parimutuel pool and the balance, less the breakage, shall be paid to holders of winning
tickets for that pool in accordance with procedures authorized by the commission. The
commission may authorize a higher amount not exceeding 22% 25% to be deducted from
the total wagered in parimutuel pools for multiple and exotic bets.

(d) From the amount deducted as provided in subsection (c), the organization licensee
shall pay the purses as provided in K.S.A. 74-8820, and amendments thereto, and the tax
as specified in K.S.A. 74-8823, and amendments thereto. The balance of the amount de-
ducted shall be used for the purposes of the organization licensee as such purposes have
been represented to the commission.

(e) The provisions of K.S.A. 74-8836, and amendments thereto, shall govern takeout and
its distribution in the case of simulcast races displayed by an organization licensee.

(f) No organization licensee shall loan money or any other thing of value to any person
for the purpose of permitting that person to wager on any race.

(g) All parimutuel tellers and clerks shall be employees of the organization licensee
approved by the commission to conduct the parimutuel wagering at a race meeting.

Sec. 4. K.S.A. 74-8821 is hereby amended to read as follows: 74-8821. (a) The breakage
deducted from the amounts paid to winning ticket holders for each parimutuel pool shall
be computed by the organization licensee and disbursed as set forth in subsections (b), (c)
and (d) this section. An accounting of the amount and disposition of the breakage shall be
made by each organization licensee as directed by the commission. Except as otherwise
provided by K.S.A. 74-8836, and amendments thereto, the breakage on minus pools shall
be calculated in multiples of $.05 rather than $.10.

(b) All breakage proceeds from parimutuel wagering conducted by the organization
licensee on live horse races conducted by the licensee shall be remitted by the licensee to
the commission not later than the 15th day of the month following the race from which the
breakage is derived. The commission shall remit any such proceeds received 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 the Kansas horse breeding development fund created
by K.S.A. 74-8829, and amendments thereto.

(c) Except as provided by subsection (e), all breakage proceeds from parimutuel wa-
gering conducted by the organization licensee on live greyhound races conducted by the
licensee shall be distributed by the licensee not later than the 15th day of the month fol-
lowing the race from which the breakage is derived as follows:

(1) An amount equal to 50% of the breakage shall be used at racetrack facilities where
derived to supplement open stakes races as approved by the commission; and

(2) an amount equal to 50% of the breakage shall be paid as purses directly to the
breeders of Kansas-whelped greyhounds pursuant to rules and regulations of the
commission.

(d) All breakage proceeds from parimutuel wagering conducted by a simulcast licensee
on simulcast races displayed by the licensee shall be distributed as provided by K.S.A. 74-
8836, and amendments thereto.

(e) If a racetrack facility closes or discontinues conducting races and there are undis-
tributed breakage proceeds from parimutuel wagering conducted by the organization li-
censee on live greyhound races, the licensee shall distribute such proceeds to charitable
organizations who apply to the organizational licensee. Such proceeds shall be distributed
in accordance with the licensee’s charitable distribution guidelines. Within 30 days of such
distribution, the licensee shall file a report with the commission disclosing the amounts of
the distributions, the names of the distributees and the date on which the distributions were
made.

The provisions of this subsection shall apply to any racetrack facility conducting races on
or before October 31, 2001.

Sec. 5. K.S.A. 74-8711, 74-8819 and 74-8821 and K.S.A. 2003 Supp. 74-8724 are hereby
repealed.’’;

By renumbering section 2 as section 6;
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In the title, in line 9, by striking all after ‘‘concerning’’; in line 10, by striking all before
the period and inserting ‘‘lotteries; amending K.S.A. 74-8711, 74-8819 and 74-8821 and
K.S.A. 2003 Supp. 74-8724 and repealing the existing sections’’;

And your committee on conference recommends the adoption of this report.
STEPHEN R. MORRIS
DAVID ADKINS
CHRISTINE DOWNEY

Conferees on part of Senate

MELVIN NEUFELD
CLARK SHULTZ
BILL FEUERBORN

Conferees on part of House

Senator Morris moved the Senate adopt the Conference Committee Report on S Sub
for HB 2899.

On roll call, the vote was: Yeas 39, Nays 1, Present and Passing 0, Absent or Not Voting
0.

Yeas: Adkins, Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark,
Corbin, Donovan, Downey, Emler, Gilstrap, Goodwin, Haley, Helgerson, Hensley, Huel-
skamp, Jackson, Jordan, Journey, Kerr, Lee, Morris, O’Connor, Oleen, Pugh, Salmans,
Schmidt, Schodorf, Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

Nays: Lyon.
The Conference Committee report was adopted.

ORIGINAL MOTION
Having voted on the prevailing side, Senator Buhler moved the Senate reconsider its

adverse action on HB 2624, and a new conference committee be appointed.
The motion carried, and the President appointed Senators Allen, Buhler and Betts as

second conferees on the part of the Senate on HB 2624.

CHANGE OF CONFERENCE
The President announced the appointment of Senators Vratil, Schmidt and Goodwin

as members of the Conference Committee on HB 2621 to replace Senators Tyson, Tad-
diken and Lee.

The President announced the appointment of Senators Corbin, Donovan and Lee as
members of the Conference Committee on S Sub for HB 2375 to replace Senators Vratil,
Schmidt and Goodwin.

ORIGINAL MOTION
On motion of Senator Vratil, the Senate acceded to the request of the House for a

conference on SB 317.
The President appointed Senators Vratil, Schmidt and Goodwin as third conferees on the

part of the Senate.

On motion of Senator Oleen, the Senate recessed until 3:30 p.m.

The Senate met pursuant to recess with President Kerr in the chair.

MESSAGE FROM THE HOUSE
The House announces the appointment of Representative Patterson to replace Repre-

sentative Tafanelli as a conferee on HB 2621.
Announcing the House adopts the conference committee report on HB 2418.
The House concurs in Senate amendments to HB 2703.
Announcing the House adopts the conference committee report on Senate Substitute

for HB 2899.
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Announcing the House accedes to the request of the Senate for a conference on HB
2624 and has appointed Representatives Vickrey, Ostmeyer and Thull as second conferees
on the part of the House.

On motion of Senator Oleen, the Senate recessed until 8:00 p.m.

EVENING SESSION
The Senate met pursuant to recess with President Kerr in the chair.

MESSAGE FROM THE HOUSE
Announcing the House adopts the conference committee report on SB 520.
The House adopts the conference committee report on SB 235.

ORIGINAL MOTION
Senator Oleen moved that subsection 4(k) of the Joint Rules of the Senate and House of

Representatives be suspended for the purpose of considering the following bills: SB 235,
SB 520; HB 2621.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-

ments to SB 235, submits the following report:
The Senate accedes to all House amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with House Committee of the Whole
amendments, as follows:

On page 1, by striking all in lines 24 through 43;
By striking all on pages 2 through 18 and inserting the following:
‘‘Section 1. K.S.A. 12-1771a is hereby amended to read as follows: 12-1771a. (a) The

governing body of a city may establish an increment in ad valorem taxes using the procedure
set forth in subsection (b) for projects that are initiated upon a finding that the area is a
blighted area as defined under K.S.A. 12-1770a, and amendments thereto, when the follow-
ing conditions exist:

(1) The proposed district has been identified by the Kansas department of health and
environment or the United States environmental protection agency to be an environmentally
contaminated area;

(2) the city has entered into a consent decree or settlement agreement or has taken
action expressing an intent to enter into a consent decree or settlement agreement with the
Kansas department of health and environment or the United States environmental protec-
tion agency that addresses the investigation and remediation of the environmental
contamination;

(3) the consent decree or settlement agreement contains a provision that has the effect
of releasing property owners who are not responsible for the contamination from the re-
sponsibility of paying the response costs of the investigation and remediation of the contam-
ination; and

(4) the city intends to establish a redevelopment district pursuant to K.S.A. 12-1771,
and amendments thereto, to wholly finance or partially finance, in whole or in part, the
investigation and remediation of contamination within such district.

(b) An environmental increment established after a city has found that the conditions
described in subsection (c) of K.S.A. 12-1770a, and amendments thereto, exists shall be set
on a yearly basis. For purposes of this section, a yearly basis shall be a calendar year. Each
year’s increment shall be an amount sufficient to pay the direct costs of investigation and
remediation of the contaminated condition anticipated to be incurred that year including
principal and interest due on any special obligation bonds or full faith and credit tax incre-
ment bonds issued to finance in whole or in part the remediation and investigation, costs
relating to remediation investigation and feasibility studies, operation and maintenance ex-
penses and other expenses relating directly to the investigation and remediation of contam-
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ination. Each year’s environmental increment shall not exceed 20% of the amount of taxes
that are produced by all taxing subdivisions within any currently existing or subsequently
created redevelopment district area in the year the redevelopment district is first established,
notwithstanding that such subdivision was not required to receive notice of the establishment
of the district.

(c) The budget that establishes the yearly environmental increment shall be certified by
the city to the county clerk and county treasurer no later than August 25th, preceding the
calendar year for which the budget is being set. Funds derived from an environmental
increment established by this section and interest on all funds derived from an environ-
mental increment established by this section may be used only for projects involving the
investigation and remediation of contamination in the district.

(d) The real property taxes produced by the environmental increment established under
subsection (b) from a redevelopment district established under the provisions of K.S.A. 12-
1771, and amendments thereto, and this section shall be allocated and paid by the county
treasurer to the treasurer of the city and deposited in a special separate fund of the city to
pay the direct cost of investigation and remediation of contamination in the redevelopment
district. Any funds collected by the city from parties determined to be responsible in any
manner for the contaminated condition shall be either: (1) Deposited in the same separate
special fund created hereunder, and with all interest earned thereon, may be used only for
projects involving the investigation and remediation of contamination in the established
redevelopment district; or (2) distributed to parties who have entered into a contract with
the city to pay a portion of investigation and remediation of the contamination in the re-
development district and the terms of such contract provide that such parties are entitled
to reimbursement for a portion of funds they have expended for such investigation and
remediation of contamination from the recovery of costs that are collected from other third
party responsible parties.

(e) A redevelopment district created under the provisions of this section shall constitute
a separate taxing district. If all costs for such investigation and remediation of contamination
in the redevelopment district have been paid and moneys remain in the special fund, such
moneys shall be remitted to each taxing subdivision which paid moneys into the special fund
on the basis of the proportion which the total amount of moneys paid by such taxing sub-
division into the special fund bears to the total amount of all moneys paid by all taxing
subdivisions into the fund.

(f) Nothing in this section shall prevent any city from establishing a redevelopment
district for other purposes pursuant to K.S.A. 12-1770 et seq., and amendments thereto,
which may include part or all of the real property included in the district established under
this section.

(g) Redevelopment projects relating to environmental investigation and remediation
under this section, and amendments thereto, shall be completed within 20 years from the
date a city enters into a consent decree agreement with the Kansas department of health
and environment or the United States environmental protection agency issues an order or
enters into a consent decree with the governing body of the city approving such project,
unless the board of county commissioners and the board of education identified in K.S.A.
12-1771, and amendments thereto, approve a request in writing from the city to extend the
project a maximum of 10 years beyond the original 20.

(h) Nothing in this section shall be construed to affect the obligations of the county to
annually review the fair market value of property in accordance with procedures set by law
or to affect the right of any taxpayer to protest and appeal the appraised or reappraised
value of their property in accordance with procedures set forth by law.

(i) Commencing with the regular session of the legislature in 1993, each city that es-
tablishes a redevelopment district under this section shall make a status report on a biennial
basis to the standing committee on commerce of the senate and the standing committee on
economic development of the house of representatives during the month of January. The
status report shall contain information on the status of the investigation and remediation of
contamination in the redevelopment district.

(j) For the purposes of this act, the governing body of a city, in contracts entered into
with the Kansas department of health and environment or the United States environmental
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protection agency, may pledge increments receivable in future years to pay costs directly
relating to the investigation and remediation of environmentally contaminated areas. The
provisions in such contracts pertaining to pledging increments in future years shall not be
subject to K.S.A. 10-1101 et seq. or 79-2925 et seq., and amendments thereto.

Sec. 2. K.S.A. 12-1771a is hereby repealed.
Sec. 3. This act shall take effect and be in force from and after its publication in the

statute book.’’;
Also on page 1, in the title, by striking all in lines 16 through 21 and inserting the following:
‘‘An ACT concerning cities; relating to certain redevelopment projects; amending K.S.A.

12-1771a and repealing the existing section.’’;
And your committee on conference recommends the adoption of this report.

KENNY A. WILK
LANA GORDON
TOM BURROUGHS

Conferees on part of House

KARIN BROWNLEE
NICK JORDAN
JIM BARONE

Conferees on part of Senate
Senator Brownlee moved the Senate adopt the Conference Committee Report on SB

235.
On roll call, the vote was: Yeas 40, Nays 0, Present and Passing 0, Absent or Not Voting

0.
Yeas: Adkins, Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark,

Corbin, Donovan, Downey, Emler, Gilstrap, Goodwin, Haley, Helgerson, Hensley, Huel-
skamp, Jackson, Jordan, Journey, Kerr, Lee, Lyon, Morris, O’Connor, Oleen, Pugh, Salmans,
Schmidt, Schodorf, Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

The Conference Committee report was adopted.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-

ments to SB 520, submits the following report:
The Senate accedes to all House amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with House Committee amendments,
as follows:

On page 1, by striking all in lines 16 through 43;
By striking all on pages 2 through 4 and by inserting the following:
‘‘Section 1. K.S.A. 2003 Supp. 20-2605 is hereby amended to read as follows: 20-2605.

(a) The board shall select and employ or retain a qualified actuary who shall serve at its
pleasure as its technical advisor on matters regarding operation of the retirement system
for judges. The actuary shall:

(1) As soon after the effective date as practicable and once every three years thereafter,
make a general investigation of the actuarial experience under the retirement system for
judges including mortality, retirement, employment turnover and interest, and recommend
actuarial tables for use in valuations and in calculating actuarial equivalent values based on
such investigation; make a valuation of the liabilities and reserves of the retirement system
for judges, and a determination of the contributions required by the retirement system for
judges to discharge its liabilities and recommend to the board rates of employer contribu-
tions required to establish and maintain the retirement system for judges on an actuarial
reserve basis.

(2) Perform such other duties as may be assigned by the board.
(b) Upon the basis of the actuarial valuation and appraisal and upon the recommen-

dation of the actuary, the board shall certify, on or before July 15 of each year, to the division
of budget an actuarially determined estimate of the rate of contribution which will be re-
quired, together with all judges’ contributions and other assets of the retirement system for
judges to pay all liabilities which shall exist or accrue under the retirement system for judges,
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including amortization of the unfunded accrued liability over a period of 40 years com-
mencing on July 1, 1993 as determined by the board. The rate of contribution for the state
determined under this section shall not include the costs of administration of the system.

(c) The division of the budget and the governor shall include in the budget and in the
budget request for appropriations for personal services the sum required to satisfy the state’s
obligation under the retirement system for judges as certified by the board and shall present
the same to the legislature for allowance and appropriation.

(d) Except as otherwise provided by law, the actuarial cost of any legislation enacted by
the Kansas legislature, except the actuarial cost of K.S.A. 74-49,114a, and amendments
thereto, shall be reflected in the employer contribution rate in the fiscal year immediately
following such enactment.

Sec. 2. K.S.A. 2003 Supp. 74-4902 is hereby amended to read as follows: 74-4902. As
used in articles 49 and 49a of chapter 74 and amendments thereto, unless otherwise provided
or the context otherwise requires:

(1) ‘‘Accumulated contributions’’ means the sum of all contributions by a member to
the system which are credited to the member’s account, with interest allowed thereon;

(2) ‘‘acts’’ means the provisions of articles 49 and 49a of the Kansas Statutes Annotated
and amendments thereto;

(3) ‘‘actuarial equivalent’’ means an annuity or benefit of equal value to the accumulated
contributions, annuity or benefit, when computed upon the basis of the actuarial tables in
use by the system. Whenever the amount of any benefit is to be determined on the basis of
actuarial assumptions, the assumptions shall be specified in a way that precludes employer
discretion;

(4) ‘‘actuarial tables’’ means the actuarial tables approved and in use by the board at
any given time;

(5) ‘‘actuary’’ means the actuary or firm of actuaries employed or retained by the board
at any given time;

(6) ‘‘agent’’ means the individual designated by each participating employer through
whom system transactions and communication are directed;

(7) ‘‘beneficiary’’ means, subject to the provisions of K.S.A. 74-4927, and amendments
thereto, any natural person or persons or estate named by a member to receive any benefits
as provided for by this act. Designations of beneficiaries by a member who is a member of
more than one retirement system made on or after July 1, 1987, shall be the basis of any
benefits payable under all systems unless otherwise provided by law. Except as otherwise
provided by subsection (33) of this section, if there is no named beneficiary living at time
of member’s death, any benefits provided for by this act shall be paid to: (A) The member’s
surviving spouse; (B) the member’s dependent child or children; (C) the member’s de-
pendent parent or parents; (D) the member’s nondependent child or children; (E) the
member’s nondependent parent or parents; (F) the estate of the deceased member; in the
order of preference as specified in this subsection.

(8) ‘‘board of trustees,’’ ‘‘board’’ or ‘‘trustees’’ means the managing body of the system
which is known as the Kansas public employees retirement system board of trustees;

(9) ‘‘compensation’’ means, except as otherwise provided, all salary, wages and other
remuneration payable to a member for personal services performed for a participating em-
ployer, including maintenance or any allowance in lieu thereof provided a member as part
of compensation, but not including reimbursement for travel or moving expenses or on and
after July 1, 1994, payment pursuant to an early retirement incentive program made prior
to the retirement of the member. Beginning with the employer’s fiscal year which begins
in calendar year 1991 or for employers other than the state of Kansas, beginning with the
fiscal year which begins in calendar year 1992, when the compensation of a member who
remains in substantially the same position during any two consecutive years of participating
service used in calculating final average salary is increased by an amount which exceeds
15%, then the amount of such increase which exceeds 15% shall not be included in com-
pensation, except that (A) any amount of compensation for accumulated sick leave or va-
cation or annual leave paid to the member, (B) any increase in compensation for any member
due to a reclassification or reallocation of such member’s position or a reassignment of such
member’s job classification to a higher range or level and (C) any increase in compensation
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as provided in any contract entered into prior to January 1, 1991, and still in force on the
effective date of this act, pursuant to an early retirement incentive program as provided in
K.S.A. 72-5395 et seq. and amendments thereto, shall be included in the amount of com-
pensation of such member used in determining such member’s final average salary and shall
not be subject to the 15% limitation provided in this subsection. Any contributions by such
member on the amount of such increase which exceeds 15% which is not included in
compensation shall be returned to the member. Unless otherwise provided by law, beginning
with the employer’s fiscal year coinciding with or following July 1, 1985, compensation shall
include any amounts for tax sheltered annuities or deferred compensation plans. Beginning
with the employer’s fiscal year which begins in calendar year 1991, compensation shall
include amounts under sections 403b, 457 and 125 of the federal internal revenue code of
1986 and, as the board deems appropriate, any other section of the federal internal revenue
code of 1986 which defers or excludes amounts from inclusion in income. For purposes of
applying limits under the federal internal revenue code ‘‘compensation’’ shall have the mean-
ing as provided in K.S.A. 74-49,123 and amendments thereto;

(10) ‘‘credited service’’ means the sum of participating service and prior service and in
no event shall credited service include any service which is credited under another retire-
ment plan authorized under any law of this state;

(11) ‘‘dependent’’ means a parent or child of a member who is dependent upon the
member for at least 1⁄2 of such parent or child’s support;

(12) ‘‘effective date’’ means the date upon which the system becomes effective by op-
eration of law;

(13) ‘‘eligible employer’’ means the state of Kansas, and any county, city, township,
special district or any instrumentality of any one or several of the aforementioned or any
noncommercial public television or radio station located in this state which receives state
funds allocated by the Kansas public broadcasting commission whose employees are covered
by social security. If a class or several classes of employees of any above defined employer
are not covered by social security, such employer shall be deemed an eligible employer only
with respect to such class or those classes of employees who are covered by social security;

(14) ‘‘employee’’ means any appointed or elective officer or employee of a participating
employer whose employment is not seasonal or temporary and whose employment requires
at least 1,000 hours of work per year, and any such officer or employee who is concurrently
employed performing similar or related tasks by two or more participating employers, who
each remit employer and employee contributions on behalf of such officer or employee to
the system, and whose combined employment is not seasonal or temporary, and whose
combined employment requires at least 1,000 hours of work per year, but not including:
(A) Any employee who is a contributing member of the United States civil service retirement
system; (B) any employee who is a contributing member of the federal employees retirement
system; (C) any employee who is a leased employee as provided in section 414 of the federal
internal revenue code of a participating employer; and (D) any employee or class of em-
ployees specifically exempted by law. After June 30, 1975, no person who is otherwise
eligible for membership in the Kansas public employees retirement system shall be barred
from such membership by reason of coverage by, eligibility for or future eligibility for a
retirement annuity under the provisions of K.S.A. 74-4925 and amendments thereto, except
that no person shall receive service credit under the Kansas public employees retirement
system for any period of service for which benefits accrue or are granted under a retirement
annuity plan under the provisions of K.S.A. 74-4925 and amendments thereto. After June
30, 1982, no person who is otherwise eligible for membership in the Kansas public em-
ployees retirement system shall be barred from such membership by reason of coverage by,
eligibility for or future eligibility for any benefit under another retirement plan authorized
under any law of this state, except that no such person shall receive service credit under the
Kansas public employees retirement system for any period of service for which any benefit
accrues or is granted under any such retirement plan. Employee shall include persons who
are in training at or employed by, or both, a sheltered workshop for the blind operated by
the secretary of social and rehabilitation services. The entry date for such persons shall be
the beginning of the first pay period of the fiscal year commencing in calendar year 1986.
Such persons shall be granted prior service credit in accordance with K.S.A. 74-4913 and
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amendments thereto. However, such persons classified as home industry employees shall
not be covered by the retirement system. Employees shall include any member of a board
of county commissioners of any county and any council member or commissioner of a city
whose compensation is equal to or exceeds $5,000 per year;

(15) ‘‘entry date’’ means the date as of which an eligible employer joins the system. The
first entry date pursuant to this act is January 1, 1962;

(16) ‘‘executive director’’ means the managing officer of the system employed by the
board under this act;

(17) ‘‘final average salary’’ means in the case of a member who retires prior to January
1, 1977, and in the case of a member who retires after January 1, 1977, and who has less
than five years of participating service after January 1, 1967, the average highest annual
compensation paid to such member for any five years of the last 10 years of participating
service immediately preceding retirement or termination of employment, or in the case of
a member who retires on or after January 1, 1977, and who has five or more years of
participating service after January 1, 1967, the average highest annual compensation paid
to such member on or after January 1, 1967, for any five years of participating service
preceding retirement or termination of employment, or, in any case, if participating service
is less than five years, then the average annual compensation paid to the member during
the full period of participating service, or, in any case, if the member has less than one
calendar year of participating service such member’s final average salary shall be computed
by multiplying such member’s highest monthly salary received in that year by 12; in the
case of a member who became a member under subsection (3) of K.S.A. 74-4925 and
amendments thereto, or who became a member with a participating employer as defined
in subsection (3) of K.S.A. 74-4931 and amendments thereto and who elects to have com-
pensation paid in other than 12 equal installments, such compensation shall be annualized
as if the member had elected to receive 12 equal installments for any such periods preceding
retirement; in the case of a member who retires after July 1, 1987, the average highest
annual compensation paid to such member for any four years of participating service pre-
ceding retirement or termination of employment; in the case of a member who retires on
or after July 1, 1993, whose date of membership in the system is prior to July 1, 1993, and
any member who is in such member’s membership waiting period on July 1, 1993, and
whose date of membership in the system is on or after July 1, 1993, the average highest
annual compensation, as defined in subsection (9), paid to such member for any four years
of participating service preceding retirement or termination of employment or the average
highest annual salary, as defined in subsection (34), paid to such member for any three years
of participating service preceding retirement or termination of employment, whichever is
greater; and in the case of a member who retires on or after July 1, 1993, and whose date
of membership in the system is on or after July 1, 1993, the average highest annual salary,
as defined in subsection (34), paid to such member for any three years of participating
service preceding retirement or termination of employment. Final average salary shall not
include any purchase of participating service credit by a member as provided in subsection
(2) of K.S.A. 74-4919h and amendments thereto which is completed within five years of
retirement. For any application to purchase or repurchase service credit for a certain period
of service as provided by law received by the system after May 17, 1994, for any member
who will have contributions deducted from such member’s compensation at a percentage
rate equal to two or three times the employee’s rate of contribution or will begin paying to
the system a lump-sum amount for such member’s purchase or repurchase and such de-
ductions or lump-sum payment commences after the commencement of the first payroll
period in the third quarter, ‘‘final average salary’’ shall not include any amount of compen-
sation or salary which is based on such member’s purchase or repurchase. Any application
to purchase or repurchase multiple periods of service shall be treated as multiple applica-
tions. For purposes of this subsection, the date that such member is first hired as an em-
ployee for members who are employees of employers that elected to participate in the
system on or after January 1, 1994, shall be the date that such employee’s employer elected
to participate in the system. In the case of any former member who was eligible for assistance
pursuant to K.S.A. 74-4925 and amendments thereto prior to July 1, 1998, for the purpose
of calculating final average salary of such member, such member’s final average salary shall



JOURNAL OF THE SENATE2158

be based on such member’s salary while a member of the system or while eligible for
assistance pursuant to K.S.A. 74-4925 and amendments thereto, whichever is greater;

(18) ‘‘fiscal year’’ means, for the Kansas public employees retirement system, the period
commencing July 1 of any year and ending June 30 of the next;

(19) ‘‘Kansas public employees retirement fund’’ means the fund created by this act for
payment of expenses and benefits under the system and referred to as the fund;

(20) ‘‘leave of absence’’ means a period of absence from employment without pay, au-
thorized and approved by the employer, and which after the effective date does not exceed
one year;

(21) ‘‘member’’ means an eligible employee who is in the system and is making the
required employee contributions; any former employee who has made the required contri-
butions to the system and has not received a refund if such member is within five years of
termination of employment with a participating employer; or any former employee who has
made the required contributions to the system, has not yet received a refund and has been
granted a vested benefit;

(22) ‘‘military service’’ means service in the uniformed forces of the United States, for
which retirement benefit credit must be given under the provisions of USERRA or service
in the armed forces of the United States or in the commissioned corps of the United States
public health service, which service is immediately preceded by a period of employment as
an employee or by the entering into of an employment contract with a participating employer
and is followed by return to employment as an employee with the same or another partic-
ipating employer within 12 months immediately following discharge from such military
service, except that if the board determines that such return within 12 months was made
impossible by reason of a service-connected disability, the period within which the employee
must return to employment with a participating employer shall be extended not more than
two years from the date of discharge or separation from military service;

(23) ‘‘normal retirement date’’ means the date on or after which a member may retire
with full retirement benefits pursuant to K.S.A. 74-4914 and amendments thereto;

(24) ‘‘participating employer’’ means an eligible employer who has agreed to make con-
tributions to the system on behalf of its employees;

(25) ‘‘participating service’’ means the period of employment after the entry date for
which credit is granted a member;

(26) ‘‘prior service’’ means the period of employment of a member prior to the entry
date for which credit is granted a member under this act;

(27) ‘‘prior service annual salary’’ means the highest annual salary, not including any
amounts received as payment for overtime or as reimbursement for travel or moving ex-
pense, received for personal services by the member from the current employer in any one
of the three calendar years immediately preceding January 1, 1962, or the entry date of the
employer, whichever is later, except that if a member entered the employment of the state
during the calendar year 1961, the prior service annual salary shall be computed by multi-
plying such member’s highest monthly salary received in that year by 12;

(28) ‘‘retirant’’ means a member who has retired under this system;
(29) ‘‘retirement benefit’’ means a monthly income or the actuarial equivalent thereof

paid in such manner as specified by the member pursuant to this act or as otherwise allowed
to be paid at the discretion of the board, with benefits accruing from the first day of the
month coinciding with or following retirement and ending on the last day of the month in
which death occurs. Upon proper identification a surviving spouse may negotiate the warrant
issued in the name of the retirant. If there is no surviving spouse, the last warrant shall be
payable to the designated beneficiary;

(30) ‘‘retirement system’’ or ‘‘system’’ means the Kansas public employees retirement
system as established by this act and as it may be amended;

(31) ‘‘social security’’ means the old age, survivors and disability insurance section of
the federal social security act;

(32) ‘‘total disability’’ means a physical or mental disability which prevents the member
from engaging, for remuneration or profit, in any occupation for which the member is
reasonably suited by education, training or experience;
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(33) ‘‘trust’’ means an express trust, created by a trust instrument, including a will,
designated by a member to receive payment of the insured death benefit under K.S.A. 74-
4927 and amendments thereto and payment of the member’s accumulated contributions
under subsection (1) of K.S.A. 74-4916 and amendments thereto. A designation of a trust
shall be filed with the board. If there is a designated trust at the time of the member’s
death, the insured death benefit for the member under K.S.A. 74-4927 and amendments
thereto and the member’s accumulated contributions under subsection (1) of K.S.A. 74-
4916 and amendments thereto shall be paid to the trust in lieu of the member’s beneficiary.
If no will is admitted to probate within six months after the death of the member or no
trustee qualifies within such six months or if the designated trust fails, for any reason what-
soever, the insured death benefit under K.S.A. 74-4927 and amendments thereto and the
member’s accumulated contributions under subsection (1) of K.S.A. 74-4916 and amend-
ments thereto shall be paid in accordance with the provisions of subsection (7) of this section
as in other cases where there is no named beneficiary living at the time of the member’s
death and any payments so made shall be a full discharge and release to the system from
any further claims;

(34) ‘‘salary’’ means all salary and wages payable to a member for personal services
performed for a participating employer, including maintenance or any allowance in lieu
thereof provided a member as part of salary. Salary shall not include reimbursement for
travel or moving expenses, payment for accumulated sick leave or vacation or annual leave,
severance pay or any other payments to the member determined by the board to not be
payments for personal services performed for a participating employer constituting salary
or on and after July 1, 1994, payment pursuant to an early retirement incentive program
made prior to the retirement of the member. When the salary of a member who remains
in substantially the same position during any two consecutive years of participating service
used in calculating final average salary is increased by an amount which exceeds 15%, then
the amount of such increase which exceeds 15% shall not be included in salary. Any con-
tributions by such member on the amount of such increase which exceeds 15% which is not
included in compensation shall be returned to the member. Unless otherwise provided by
law, salary shall include any amounts for tax sheltered annuities or deferred compensation
plans. Salary shall include amounts under sections 403b, 457 and 125 of the federal internal
revenue code of 1986 and, as the board deems appropriate, any other section of the federal
internal revenue code of 1986 which defers or excludes amounts from inclusion in income.
For purposes of applying limits under the federal internal revenue code ‘‘salary’’ shall have
the meaning as provided in K.S.A. 74-49,123 and amendments thereto. In any case, if
participating service is less than three years, then the average annual salary paid to the
member during the full period of participating service, or, in any case, if the member has
less than one calendar year of participating service such member’s final average salary shall
be computed by multiplying such member’s highest monthly salary received in that year by
12;

(35) ‘‘federal internal revenue code’’ means the federal internal revenue code of 1954
or 1986, as in effect on July 1, 2002, and as applicable to a governmental plan; and

(36) ‘‘USERRA’’ means the federal uniformed services employment and reemployment
rights act of 1994 as in effect on July 1, 1998.

Sec. 3. K.S.A. 2003 Supp. 74-4920 is hereby amended to read as follows: 74-4920. (1)
(a) Upon the basis of each annual actuarial valuation and appraisal as provided for in sub-
section (3)(a) of K.S.A. 74-4908 and amendments thereto, the board shall certify, on or
before July 15 of each year, to the division of the budget in the case of the state and to the
agent for each other participating employer an actuarially determined estimate of the rate
of contribution which will be required, together with all accumulated contributions and
other assets of the system, to be paid by each such participating employer to pay all liabilities
which shall exist or accrue under the system, including amortization of the actuarial accrued
liability over a period of 40 years commencing on July 1, 1993, and the actuarial accrued
liability for members of the faculty and other persons who are employed by the state board
of regents or by educational institutions under its management assisted by the state board
of regents in the purchase of retirement annuities as provided in K.S.A. 74-4925 and amend-
ments thereto, as provided in this section as determined by the board. The actuarial accrued
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liability for all participating employers other than the state board of regents relating to
members of the faculty and other persons described in this section, shall be amortized by
annual payments that increase 4% for each year remaining in the amortization period. For
all participating employers other than the state board of regents relating to members of the
faculty and other persons described in this section, the projected unit credit The board shall
determine the actuarial cost method shall to be used in annual actuarial valuations, com-
mencing with the 1993 valuation, to determine the employer contribution rates that shall
be certified by the board. The actuarial accrued liability for members of the faculty and
other persons described in this subsection assisted by the state board of regents in the
purchase of retirement annuities as provided in K.S.A. 74-4925 and amendments thereto
shall be amortized by annual level payments over a period of 11 years commencing July 1,
1993. Such certified rate of contribution, amortization methods and periods and actuarial
cost method shall be based on the standards set forth in subsection (3)(a) of K.S.A. 74-4908
and amendments thereto and shall not be based on any other purpose outside of the needs
of the system.

(b) (i) For employers affiliating on and after January 1, 1999, upon the basis of an annual
actuarial valuation and appraisal of the system conducted in the manner provided for in
K.S.A. 74-4908 and amendments thereto, the board shall certify, on or before July 15 of
each year to each such employer an actuarially determined estimate of the rate of contri-
bution which shall be required to be paid by each such employer to pay all of the liabilities
which shall accrue under the system from and after the entry date as determined by the
board, upon recommendation of the actuary. Such rate shall be termed the employer’s
participating service contribution and shall be uniform for all participating employers. Such
additional liability shall be amortized over a period of 34 years commencing on July 1, 1999,
by annual payments that increase 4% for each year remaining in the amortization period as
determined by the board. For all participating employers described in this section, the
projected unit credit board shall determine the actuarial cost method shall to be used in
annual actuarial valuations to determine the employer contribution rates that shall be cer-
tified by the board.

(ii) The board shall determine for each such employer separately an amount sufficient
to amortize over a period of not to exceed 34 years commencing July 1, 1999, all liabilities
for prior service costs which shall have accrued at the time of entry into the system. On the
basis of such determination the board shall annually certify to each such employer separately
an actuarially determined estimate of the rate of contribution which shall be required to be
paid by that employer to pay all of the liabilities for such prior service costs. Such rate shall
be termed the employer’s prior service contribution.

(2) The division of the budget and the governor shall include in the budget and in the
budget request for appropriations for personal services the sum required to satisfy the state’s
obligation under this act as certified by the board and shall present the same to the legislature
for allowance and appropriation.

(3) Each other participating employer shall appropriate and pay to the system a sum
sufficient to satisfy the obligation under this act as certified by the board.

(4) Each participating employer is hereby authorized to pay the employer’s contribution
from the same fund that the compensation for which such contribution is made is paid from
or from any other funds available to it for such purpose. Each political subdivision, other
than an instrumentality of the state, which is by law authorized to levy taxes for other
purposes, may levy annually at the time of its levy of taxes, a tax which may be in addition
to all other taxes authorized by law for the purpose of making its contributions under this
act and, in the case of cities and counties, to pay a portion of the principal and interest on
bonds issued under the authority of K.S.A. 12-1774 and amendments thereto by cities lo-
cated in the county, which tax, together with any other fund available, shall be sufficient to
enable it to make such contribution. In lieu of levying the tax authorized in this subsection,
any taxing subdivision may pay such costs from any employee benefits contribution fund
established pursuant to K.S.A. 12-16,102 and amendments thereto. Each participating em-
ployer which is not by law authorized to levy taxes as described above, but which prepares
a budget for its expenses for the ensuing year and presents the same to a governing body
which is authorized by law to levy taxes as described above, may include in its budget an
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amount sufficient to make its contributions under this act which may be in addition to all
other taxes authorized by law. Such governing body to which the budget is submitted for
approval, may levy a tax sufficient to allow the participating employer to make its contri-
butions under this act, which tax, together with any other fund available, shall be sufficient
to enable the participating employer to make the contributions required by this act.

(5) (a) The rate of contribution certified to a participating employer as provided in this
section shall apply during the fiscal year of the participating employer which begins in the
second calendar year following the year of the actuarial valuation. For the fiscal year com-
mencing in calendar year 1993, the employer rate of contribution for the state of Kansas
and for participating employers under K.S.A. 74-4931 and amendments thereto shall be
3.1% of the amount of compensation upon which members contribute during the period.
For the fiscal year commencing in calendar year 1994, the employer rate of contribution
for the state of Kansas and for participating employers under K.S.A. 74-4931 and amend-
ments thereto shall be 3.2% of the amount of compensation upon which members contribute
during the period. For the fiscal year commencing in calendar year 1994, the employer rate
of contribution for participating employers other than the state of Kansas shall be 2.2% of
the amount of compensation upon which members contribute during the period. Except as
specifically provided in this section, for the fiscal year commencing in calendar year 1995,
the rate of contribution certified to a participating employer shall in no event exceed such
participating employer’s contribution rate for the immediately preceding fiscal year by more
than 0.1% of the amount of compensation upon which members contribute during the
period.

(b) (i) Except as specifically provided in this section, for fiscal years commencing in
calendar year 1996 and in each subsequent calendar year, the rate of contribution certified
to the state of Kansas shall in no event exceed the state’s contribution rate for the imme-
diately preceding fiscal year by more than 0.2% of the amount of compensation upon which
members contribute during the period.

(ii) Except as specifically provided in this subsection, for the fiscal years commencing
in the following calendar years, the rate of contribution certified to the state of Kansas shall
in no event exceed the state’s contribution rate for the immediately preceding fiscal year by
more than the following amounts expressed as a percentage of compensation upon which
members contribute during the period: (a) (A) For the fiscal year commencing in calendar
year 2005, an amount not to exceed more than 0.4% of the amount of the immediately
preceding fiscal year; (b) (B) for the fiscal year commencing in calendar year 2006, an
amount not to exceed more than 0.5% of the amount of the immediately preceding fiscal
year; and (c) (C) for the fiscal year commencing in calendar year 2007 and in each subse-
quent calendar year, an amount not to exceed more than 0.6% of the amount of the im-
mediately preceding fiscal years year.

(iii) Except as specifically provided in this section, for fiscal years commencing in cal-
endar year 1997 and in each subsequent calendar year, the rate of contribution certified to
participating employers other than the state of Kansas shall in no event exceed such partic-
ipating employer’s contribution rate for the immediately preceding fiscal year by more than
0.15% of the amount of compensation upon which members contribute during the period.

(iv) Except as specifically provided in this subsection, for the fiscal years commencing
in the following calendar years, the rate of contribution certified to participating employers
other than the state of Kansas shall in no event exceed the contribution rate for such em-
ployers for the immediately preceding fiscal year by more than the following amounts ex-
pressed as a percentage of compensation upon which members contribute during the period:
(A) For the fiscal year commencing in calendar year 2006, an amount not to exceed more
than 0.4% of the amount of the immediately preceding fiscal year; (B) for the fiscal year
commencing in calendar year 2007, an amount not to exceed more than 0.5% of the amount
of the immediately preceding fiscal year; and (C) for the fiscal year commencing in calendar
year 2008 and in each subsequent calendar year, an amount not to exceed more than 0.6%
of the amount of the immediately preceding fiscal year.

(v) There shall be an employer rate of contribution certified to the state of Kansas and.
There shall be a separate employer rate of contribution certified to participating employers
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under K.S.A. 74-4931 and amendments thereto. There shall be a separate employer rate of
contribution certified to all other participating employers other than the state of Kansas.

(6) The actuarial cost of any legislation enacted in the 1994 session of the Kansas leg-
islature will be included in the June 30, 1994, actuarial valuation in determining contribution
rates for participating employers.

(7) The actuarial cost of the provisions of K.S.A. 74-4950i will be included in the June
30, 1998, actuarial valuation in determining contribution rates for participating employers.
The actuarial accrued liability incurred for the provisions of K.S.A. 74-4950i shall be am-
ortized over 15 years.

(8) Except as otherwise provided by law, the actuarial cost of any legislation enacted by
the Kansas legislature, except the actuarial cost of K.S.A. 74-49,114a, and amendments
thereto, shall be in addition to the employer contribution rates certified for the employer
contribution rate in the fiscal year immediately following such enactment.

(9) Notwithstanding the provisions of subsection (8), the actuarial cost of the provisions
of K.S.A. 74-49,109 et seq. and amendments thereto shall be first reflected in employer
contribution rates effective with the first day of the first payroll period for the fiscal year
2005. The actuarial accrued liability incurred for the provisions of K.S.A. 74-49,109 et seq.
and amendments thereto shall be amortized over 10 years.

(10) The board with the advice of the actuary may fix the contribution rates for partic-
ipating employers joining the system after one year from the first entry date or for employers
who exercise the option contained in K.S.A. 74-4912 and amendments thereto at rates
different from the rate fixed for employers joining within one year of the first entry date.

(11) For employers affiliating on and after January 1, 1999, the rates of contribution
certified to the participating employer as provided in this section shall apply during the fiscal
year immediately following such certification, but the rate of contribution during the first
year following the employer’s entry date shall be equal to 7% of the amount of compensation
on which members contribute during the year. Any amount of such first year’s contribution
which may be in excess of the necessary current service contribution shall be credited by
the board to the respective employer’s prior service liability.

(12) Employer contributions shall in no way be limited by any other act which now or
in the future establishes or limits the compensation of any member.

(13) Notwithstanding any provision of law to the contrary, each participating employer
shall remit quarterly, or as the board may otherwise provide, all employee deductions and
required employer contributions to the executive director for credit to the Kansas public
employees retirement fund within three days after the end of the period covered by the
remittance by electronic funds transfer. Remittances of such deductions and contributions
received after such date are delinquent. Delinquent payments due under this subsection
shall be subject to interest at the rate established for interest on judgments under subsection
(a) of K.S.A. 16-204 and amendments thereto. At the request of the board, delinquent
payments which are due or interest owed on such payments, or both, may be deducted from
any other moneys payable to such employer by any department or agency of the state.

Sec. 4. K.S.A. 74-4921 is hereby amended to read as follows: 74-4921. (1) There is
hereby created in the state treasury the Kansas public employees retirement fund. All em-
ployee and employer contributions shall be deposited in the state treasury to be credited to
the Kansas public employees retirement fund. The fund is a trust fund and shall be used
solely for the exclusive purpose of providing benefits to members and member beneficiaries
and defraying reasonable expenses of administering the fund. Investment income of the
fund shall be added or credited to the fund as provided by law. All benefits payable under
the system, refund of contributions and overpayments, purchases or investments under the
law and expenses in connection with the system unless otherwise provided by law shall be
paid from the fund. The director of accounts and reports is authorized to draw warrants on
the state treasurer and against such fund upon the filing in the director’s office of proper
vouchers executed by the chairperson or the executive director of the board. As an alter-
native, payments from the fund may be made by credits to the accounts of recipients of
payments in banks, savings and loan associations and credit unions. A payment shall be so
made only upon the written authorization and direction of the recipient of payment and
upon receipt of such authorization such payments shall be made in accordance therewith.
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Orders for payment of such claims may be contained on (a) a letter, memorandum, telegram,
computer printout or similar writing, or (b) any form of communication, other than voice,
which is registered upon magnetic tape, disc or any other medium designed to capture and
contain in durable form conventional signals used for the electronic communication of
messages.

(2) The board shall have the responsibility for the management of the fund and shall
discharge the board’s duties with respect to the fund solely in the interests of the members
and beneficiaries of the system for the exclusive purpose of providing benefits to members
and such member’s beneficiaries and defraying reasonable expenses of administering the
fund and shall invest and reinvest moneys in the fund and acquire, retain, manage, including
the exercise of any voting rights and disposal of investments of the fund within the limitations
and according to the powers, duties and purposes as prescribed by this section.

(3) Moneys in the fund shall be invested and reinvested to achieve the investment
objective which is preservation of the fund to provide benefits to members and member
beneficiaries, as provided by law and accordingly providing that the moneys are as productive
as possible, subject to the standards set forth in this act. No moneys in the fund shall be
invested or reinvested if the sole or primary investment objective is for economic devel-
opment or social purposes or objectives.

(4) In investing and reinvesting moneys in the fund and in acquiring, retaining, man-
aging and disposing of investments of the fund, the board shall exercise the judgment, care,
skill, prudence and diligence under the circumstances then prevailing, which persons of
prudence, discretion and intelligence acting in a like capacity and familiar with such matters
would use in the conduct of an enterprise of like character and with like aims by diversifying
the investments of the fund so as to minimize the risk of large losses, unless under the
circumstances it is clearly prudent not to do so, and not in regard to speculation but in
regard to the permanent disposition of similar funds, considering the probable income as
well as the probable safety of their capital.

(5) Notwithstanding subsection (4): (a) Total investments in common stock may be made
in the amount of up to 60% of the total book value of the fund;

(b) the board may invest or reinvest moneys of the fund in alternative investments if
the following conditions are satisfied:

(i) The total of such the annual alternative investments investment does not exceed more
than 5% 1% of the total market value of investment assets of the fund. If the total of such
alternative investments exceeds more than 5% of the total investment assets of the fund on
the effective date of this act, the board shall not invest or reinvest any moneys of the fund
in alternative investments until the total of such alternative investments is less the 5% of
the total investment assets of the fund subject to the 5% limitation contained in this sub-
section. Nothing in this subsection requires the board to liquidate or sell the system’s hold-
ings in any alternative investment held by the system on the effective date of this act, unless
such liquidation or sale would be in the best interest of the members and beneficiaries of
the system and be prudent under the standards contained in this section. The 5% limitation
contained in this section shall not have been violated if the total of such alternative invest-
ments exceeds 5% of the total investment assets of the fund as a result of market forces
acting to increase the value of such alternative investments relative to the rest of the system’s
investments; however, the board shall not invest or reinvest any moneys of the fund in
alternative investments until the total of such alternative investments is less than 5% of the
total investment assets of the fund subject to the 5% limitation contained in this subsection
as measured from the end of the preceding calendar year;

(ii) if in addition to the system, there are at least two other sophisticated investors, as
defined by section 301 of the securities and exchange act of 1933;

(iii) the system’s share in any individual alternative investment is limited to an invest-
ment representing not more than 20% of any such individual alternative investment;

(iv) the system has received a favorable and appropriate recommendation from a qual-
ified, independent expert in investment management or analysis in that particular type of
alternative investment;

(v) the alternative investment is consistent with the system’s investment policies and
objectives as provided in subsection (6);
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(vi) the individual alternative investment does not exceed more than 2.5% of the total
alternative investments made under this subsection. If the alternative investment is made
pursuant to participation by the system in a multi-investor pool, the 2.5% limitation con-
tained in this subsection is applied to the underlying individual assets of such pool and not
to investment in the pool itself. The total of such alternative investments made pursuant to
participation by the system in any one individual multi-investor pool shall not exceed more
than 20% of the total of alternative investments made by the system pursuant to this sub-
section. Nothing in this subsection requires the board to liquidate or sell the system’s hold-
ings in any alternative investments made pursuant to participation by the system in any one
individual multi-investor pool held by the system on the effective date of this act, unless
such liquidation or sale would be in the best interest of the members and beneficiaries of
the system and be prudent under the standards contained in this section. The 20% limitation
contained in this subsection shall not have been violated if the total of such investment in
any one individual multi-investor pool exceeds 20% of the total alternative investments of
the fund as a result of market forces acting to increase the value of such a multi-investor
pool relative to the rest of the system’s alternative investments; however, the board shall
not invest or reinvest any moneys of the fund in any such individual multi-investor pool until
the value of such individual multi-investor pool is less than 20% of the total alternative
investments of the fund;

(vii) the board has received and considered the investment manager’s due diligence
findings submitted to the board as required by subsection (6)(c); and

(viii) prior to the time the alternative investment is made, the system has in place pro-
cedures and systems to ensure that the investment is properly monitored and investment
performance is accurately measured.

For purposes of this act, ‘‘alternative investment’’ means nontraditional investments out-
side the established nationally recognized public stock exchanges and government securities
market. Alternative investments shall include, but not be limited to, private placements,
venture capital, partnerships, limited partnerships and leveraged buyout partnerships; and

(c) except as otherwise provided, the board may invest or reinvest moneys of the fund
in real estate investments if the following conditions are satisfied:

(i) The system has received a favorable and appropriate recommendation from a qual-
ified, independent expert in investment management or analysis in that particular type of
real estate investment;

(ii) the real estate investment is consistent with the system’s investment policies and
objectives as provided in subsection (6); and

(iii) the board system has received and considered the investment manager’s due dili-
gence findings submitted to the board as required by subsection (6)(c).

(6) Subject to the objective set forth in subsection (3) and the standards set forth in
subsections (4) and (5) the board shall formulate policies and objectives for the investment
and reinvestment of moneys in the fund and the acquisition, retention, management and
disposition of investments of the fund. Such policies and objectives shall include:

(a) Specific asset allocation standards and objectives;
(b) establishment of criteria for evaluating the risk versus the potential return on a

particular investment;
(c) a requirement that all investment managers submit such manager’s due diligence

findings on each investment to the board or investment advisory committee for approval or
rejection prior to making any alternative investment;

(d) a requirement that all investment managers shall immediately report all instances
of default on investments to the board and provide the board with recommendations and
options, including, but not limited to, curing the default or withdrawal from the investment;
and

(e) establishment of criteria that would be used as a guideline for determining when no
additional add-on investments or reinvestments would be made and when the investment
would be liquidated.

The board shall review such policies and objectives, make changes considered necessary
or desirable and readopt such policies and objectives on an annual basis.
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(7) The board may enter into contracts with one or more persons whom the board
determines to be qualified, whereby the persons undertake to perform the functions spec-
ified in subsection (2) to the extent provided in the contract. Performance of functions under
contract so entered into shall be paid pursuant to rates fixed by the board subject to pro-
visions of appropriation acts and shall be based on specific contractual fee arrangements.
The system shall not pay or reimburse any expenses of persons contracted with pursuant to
this subsection, except that after approval of the board, the system may pay approved in-
vestment related expenses subject to provisions of appropriation acts. The board shall re-
quire that a person contracted with to obtain commercial insurance which provides for errors
and omissions coverage for such person in an amount to be specified by the board, provided
that such coverage shall be at least the greater of $500,000 or 1% of the funds entrusted to
such person up to a maximum of $10,000,000. The board shall require a person contracted
with to give a fidelity bond in a penal sum as may be fixed by law or, if not so fixed, as may
be fixed by the board, with corporate surety authorized to do business in this state. Such
persons contracted with the board pursuant to this subsection and any persons contracted
with such persons to perform the functions specified in subsection (2) shall be deemed to
be agents of the board and the system in the performance of contractual obligations.

(8) (a) In the acquisition or disposition of securities, the board may rely on the written
legal opinion of a reputable bond attorney or attorneys, the written opinion of the attorney
of the investment counselor or managers, or the written opinion of the attorney general
certifying the legality of the securities.

(b) The board shall employ or retain qualified investment counsel or counselors or may
negotiate with a trust company to assist and advise in the judicious investment of funds as
herein provided.

(9) (a) Except as provided in subsection (7) and this subsection, the custody of money
and securities of the fund shall remain in the custody of the state treasurer, except that the
board may arrange for the custody of such money and securities as it considers advisable
with one or more member banks or trust companies of the federal reserve system or with
one or more banks in the state of Kansas, or both, to be held in safekeeping by the banks
or trust companies for the collection of the principal and interest or other income or of the
proceeds of sale. The services provided by the banks or trust companies shall be paid pur-
suant to rates fixed by the board subject to provisions of appropriation acts.

(b) The state treasurer and the board shall collect the principal and interest or other
income of investments or the proceeds of sale of securities in the custody of the state
treasurer and pay same when so collected into the fund.

(c) The principal and interest or other income or the proceeds of sale of securities as
provided in clause (a) of this subsection (9) shall be reported to the state treasurer and the
board and credited to the fund.

(10) The board shall with the advice of the director of accounts and reports establish
the requirements and procedure for reporting any and all activity relating to investment
functions provided for in this act in order to prepare a record monthly of the investment
income and changes made during the preceding month. The record will reflect a detailed
summary of investment, reinvestment, purchase, sale and exchange transactions and such
other information as the board may consider advisable to reflect a true accounting of the
investment activity of the fund.

(11) The board shall provide for an examination of the investment program annually.
The examination shall include an evaluation of current investment policies and practices
and of specific investments of the fund in relation to the objective set forth in subsection
(3), the standard set forth in subsection (4) and other criteria as may be appropriate, and
recommendations relating to the fund investment policies and practices and to specific
investments of the fund as are considered necessary or desirable. The board shall include
in its annual report to the governor as provided in K.S.A. 74-4907, and amendments thereto,
a report or a summary thereof covering the investments of the fund.

(12) (a) An annual financial-compliance audit of the system, including any performance
audit subjects which are directed to be included in such annual audit by the legislative post
audit committee, performance audits of the system as prescribed under the Kansas govern-
mental operations law, and such other audits as are directed by the legislative post audit
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committee under the Kansas legislative post audit act shall be conducted. The annual fi-
nancial-compliance audit shall include, but not be limited to, a review of alternative invest-
ments of the system with any estimates of permanent impairments to the value of such
alternative investments reported by the system pursuant to K.S.A. 74-4907, and amendments
thereto.

(b) In accordance with this subsection (12), the annual financial-compliance audit may
include one or more performance audit subjects as directed by the legislative post audit
committee. In considering performance audit subjects to be included in any financial-com-
pliance audit conducted pursuant to this subsection (12), the legislative post audit committee
shall consider recommendations and requests for performance audits, relating to the system
or the management thereof, by the joint committee on pensions, investments and benefits
or by any other committee or individual member of the legislature. Commencing with the
financial-compliance audit for the fiscal year ending June 30, 1998, the legislative post audit
committee shall specify if one or more performance audit subjects shall be included in the
financial-compliance audit conducted pursuant to this subsection (12), in addition to such
other subjects as may be directed to be included in the financial-compliance audit by the
legislative post audit committee. Except as otherwise determined by the legislative post
audit committee pursuant to this subsection (12), commencing with the financial-compliance
audit for the fiscal year ending June 30, 1998, one or more performance audit subjects
specified by the legislative post audit committee shall be included at least once every two
fiscal years in a financial-compliance audit conducted pursuant to this subsection (12). The
legislative post audit committee may direct that one or more performance audit subjects
are to be included in a financial-compliance audit conducted pursuant to this subsection
(12) not more than once during a specific period of three fiscal years, in lieu of once every
two fiscal years.

(c) The auditor to conduct the financial-compliance audit required pursuant to this
subsection (12) shall be specified in accordance with K.S.A. 46-1122, and amendments
thereto. If the legislative post audit committee specifies under such statute that a firm, as
defined by K.S.A. 46-1112, and amendments thereto, is to perform all or part of the audit
work of such audit, such firm shall be selected and shall perform such audit work as provided
in K.S.A. 46-1123, and amendments thereto, and K.S.A. 46-1125 through 46-1127, and
amendments thereto. The audits required pursuant to this subsection (12) shall be con-
ducted in accordance with generally accepted governmental auditing standards. The finan-
cial-compliance audit required pursuant to this subsection (12) shall be conducted as soon
after the close of the fiscal year as practicable, but shall be completed no later than six
months after the close of the fiscal year. The post auditor shall annually compute the rea-
sonably anticipated cost of providing the financial-compliance audit pursuant to this sub-
section (12), subject to review and approval by the contract audit committee established by
K.S.A. 46-1120, and amendments thereto. Upon such approval, the system shall reimburse
the division of post audit for the amount approved by the contract audit committee. The
furnishing of the financial-compliance audit pursuant to this subsection (12) shall be a trans-
action between the legislative post auditor and the system and shall be settled in accordance
with the provisions of K.S.A. 75-5516, and amendments thereto.

(d) Any internal assessment or examination of alternative investments of the system
performed by any person or entity employed or retained by the board which evaluates or
monitors the performance of alternative investments shall be reported to the legislative post
auditor so that such report may be reviewed in accordance with the annual financial-com-
pliance audits conducted pursuant to this subsection (12).

Sec. 5. K.S.A. 2003 Supp. 74-4927 is hereby amended to read as follows: 74-4927. (1)
The board may establish a plan of death and long-term disability benefits to be paid to the
members of the retirement system as provided by this section. The long-term disability
benefit shall not be payable until the member has been prevented from carrying out each
and every duty pertaining to the member’s employment as a result of sickness or injury for
a period of 180 days and the annual benefit shall not exceed an amount equal to 662⁄3% of
the member’s annual rate of compensation on the date such disability commenced and shall
be payable in equal monthly installments. In the event that a member’s compensation is not
fixed at an annual rate but on an hourly, weekly, biweekly, monthly or any other basis than
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annual, the board shall prescribe by rule and regulation a formula for establishing a reason-
able rate of annual compensation to be used in determining the amount of the death or
long-term disability benefit for such member. Such plan shall provide that:

(A) For deaths occurring prior to January 1, 1987, the right to receive such death benefit
shall cease upon the member’s attainment of age 70 or date of retirement whichever first
occurs. The right to receive such long-term disability benefit shall cease (i) for a member
who becomes eligible for such benefit before attaining age 60, upon the date that such
member attains age 65 or the date of such member’s retirement, whichever first occurs, (ii)
for a member who becomes eligible for such benefit at or after attaining age 60, the date
that such member has received such benefit for a period of five years, upon the date that
such member attains age 70, or upon the date of such member’s retirement, whichever first
occurs, (iii) for all disabilities incurred on or after January 1, 1987, for a member who
becomes eligible for such benefit at or after attaining age 70, the date that such member
has received such benefit for a period of 12 months or upon the date of such member’s
retirement, whichever first occurs, and (iv) for all disabilities incurred on or after January
1, 1987, for a member who becomes eligible for such benefit at or after attaining age 75,
the date that such member has received such benefit for a period of six months or upon
the date of such member’s retirement, whichever first occurs.

(B) Long-term disability benefit payments shall be in lieu of any accidental total disa-
bility benefit that a member may be eligible to receive under subsection (3) of K.S.A. 74-
4916 and amendments thereto. The member must make an initial application for social
security disability benefits and, if denied such benefits, the member must pursue and exhaust
all administrative remedies of the social security administration which include, but are not
limited to, reconsideration and hearings. Such plan may provide that any amount which a
member receives as a social security benefit or a disability benefit or compensation from
any source by reason of any employment including, but not limited to, workers compensation
benefits may be deducted from the amount of long-term disability benefit payments under
such plan. During the period in which such member is pursuing such administrative rem-
edies prior to a final decision of the social security administration, social security disability
benefits may be estimated and may be deducted from the amount of long-term disability
benefit payments under such plan. Such long-term disability payments shall accrue from
the later of the 181st day of total disability or the first day upon which the member ceases
to draw compensation from the employer. If the social security benefit, workers compen-
sation benefit, other income or wages or other disability benefit by reason of employment,
or any part thereof, is paid in a lump-sum, the amount of the reduction shall be calculated
on a monthly basis over the period of time for which the lump-sum is given. In no case shall
a member who is entitled to receive long-term disability benefits receive less than $50 per
month. As used in this section, ‘‘workers compensation benefits’’ means the total award of
disability benefit payments under the workers compensation act notwithstanding any pay-
ment of attorney fees from such benefits as provided in the workers compensation act.

(C) The plan may include other provisions relating to qualifications for benefits; sched-
ules and graduation of benefits; limitations of eligibility for benefits by reason of termination
of employment or membership; conversion privileges; limitations of eligibility for benefits
by reason of leaves of absence, military service or other interruptions in service; limitations
on the condition of long-term disability benefit payment by reason of improved health;
requirements for medical examinations or reports; or any other reasonable provisions as
established by rule and regulation of uniform application adopted by the board.

(D) On and after April 30, 1981, the board may provide under the plan for the contin-
uation of long-term disability benefit payments to any former member who forfeits the
entitlement to continued service credit under the retirement system or continued assistance
in the purchase of retirement annuities under K.S.A. 74-4925 and amendments thereto and
to continued long-term disability benefit payments and continued death benefit coverage,
by reason of the member’s withdrawal of contributions from the retirement system or the
repurchase of retirement annuities which were purchased with assistance received under
K.S.A. 74-4925 and amendments thereto. Such long-term disability benefit payments may
be continued until such individual dies, attains age 65 or is no longer disabled, whichever
occurs first.
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(E) Any visually impaired person who is in training at and employed by a sheltered
workshop for the blind operated by the secretary of social and rehabilitation services and
who would otherwise be eligible for the long-term disability benefit as described in this
section shall not be eligible to receive such benefit due to visual impairment as such im-
pairment shall be determined to be a preexisting condition.

(2) (A) In the event that a member becomes eligible for a long-term disability benefit
under the plan authorized by this section such member shall be given participating service
credit for the entire period of such disability. Such member’s final average salary shall be
computed in accordance with subsection (17) of K.S.A. 74-4902 and amendments thereto
except that the years of participating service used in such computation shall be the years of
salaried participating service.

(B) In the event that a member eligible for a long-term disability benefit under the plan
authorized by this section shall be disabled for a period of five years or more immediately
preceding retirement, such member’s final average salary shall be adjusted upon retirement
by the actuarial salary assumption rates in existence during such period of disability. Effec-
tive July 1, 1993, such member’s final average salary shall be adjusted upon retirement by
5% for each year of disability after July 1, 1993, but before July 1, 1998. Effective July 1,
1998, such member’s final average salary shall be adjusted upon retirement by an amount
equal to the lesser of: (i) The percentage increase in the consumer price index for all urban
consumers as published by the bureau of labor statistics of the United States department
of labor minus 1%; or (ii) four percent per annum, measured from the member’s last day
on the payroll to the month that is two months prior to the month of retirement, for each
year of disability after July 1, 1998.

(C) In the event that a member eligible for a long-term disability benefit under the plan
authorized by this section shall be disabled for a period of five years or more immediately
preceding death, such member’s current annual rate shall be adjusted by the actuarial salary
assumption rates in existence during such period of disability. Effective July 1, 1993, such
member’s current annual rate shall be adjusted upon death by 5% for each year of disability
after July 1, 1993, but before July 1, 1998. Effective July 1, 1998, such member’s current
annual rate shall be adjusted upon death by an amount equal to the lesser of: (i) The
percentage increase in the consumer price index for all urban consumers published by the
bureau of labor statistics of the United States department of labor minus 1%; or (ii) four
percent per annum, measured from the member’s last day on the payroll to the month that
is two months prior to the month of death, for each year of disability after July 1, 1998.

(3) (A) To carry out the legislative intent to provide, within the funds made available
therefor, the broadest possible coverage for members who are in active employment or
involuntarily absent from such active employment, the plan of death and long-term disability
benefits shall be subject to adjustment from time to time by the board within the limitations
of this section. The plan may include terms and provisions which are consistent with the
terms and provisions of group life and long-term disability policies usually issued to those
employers who employ a large number of employees. The board shall have the authority to
establish and adjust from time to time the procedures for financing and administering the
plan of death and long-term disability benefits authorized by this section. Either the insured
death benefit or the insured disability benefit or both such benefits may be financed directly
by the system or by one or more insurance companies authorized and licensed to transact
group life and group accident and health insurance in this state.

(B) The board may contract with one or more insurance companies, which are author-
ized and licensed to transact group life and group accident and health insurance in Kansas,
to underwrite or to administer or to both underwrite and administer either the insured
death benefit or the long-term disability benefit or both such benefits. Each such contract
with an insurance company under this subsection shall be entered into on the basis of
competitive bids solicited and administered by the board. Such competitive bids shall be
based on specifications prepared by the board.

(i) In the event the board purchases one or more policies of group insurance from such
company or companies to provide either the insured death benefit or the long-term disability
benefit or both such benefits, the board shall have the authority to subsequently cancel one
or more of such policies and, notwithstanding any other provision of law, to release each
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company which issued any such canceled policy from any liability for future benefits under
any such policy and to have the reserves established by such company under any such
canceled policy returned to the system for deposit in the group insurance reserve of the
fund.

(ii) In addition, the board shall have the authority to cancel any policy or policies of
group life and long-term disability insurance in existence on the effective date of this act
and, notwithstanding any other provision of law, to release each company which issued any
such canceled policy from any liability for future benefits under any such policy and to have
the reserves established by such company under any such canceled policy returned to the
system for deposit in the group insurance reserve of the fund. Notwithstanding any other
provision of law, no premium tax shall be due or payable by any such company or companies
on any such policy or policies purchased by the board nor shall any brokerage fees or
commissions be paid thereon.

(4) (A) There is hereby created in the state treasury the group insurance reserve fund.
Investment income of the fund shall be added or credited to the fund as provided by law.
The cost of the plan of death and long-term disability benefits shall be paid from the group
insurance reserve fund, which shall be administered by the board. Except as otherwise
provided by this subsection, each participating employer shall appropriate and pay to the
system in such manner as the board shall prescribe in addition to the employee and employer
retirement contributions an amount equal to .6% of the amount of compensation on which
the members’ contributions to the Kansas public employees retirement system are based
for deposit in the group insurance reserve fund. Notwithstanding the provisions of this
subsection, no participating employer shall appropriate and pay to the system any amount
provided for by this subsection for deposit in the group insurance reserve fund for the period
commencing on April 1, 2000, and ending on December 31, 2001, for the period com-
mencing July 1, 2002, and ending December 31, 2002, or for the period commencing April
1, 2003, and ending on June 30, 2004.

(B) The director of the budget and the governor shall include in the budget and in the
budget request for appropriations for personal services a sum to pay the state’s contribution
to the group insurance reserve fund as provided by this section and shall present the same
to the legislature for allowances and appropriation.

(C) The provisions of subsection (4) of K.S.A. 74-4920 and amendments thereto shall
apply for the purpose of providing the funds to make the contributions to be deposited to
the group insurance reserve fund.

(D) Any dividend or retrospective rate credit allowed by an insurance company or com-
panies shall be credited to the group insurance reserve fund and the board may take such
amounts into consideration in determining the amounts of the benefits under the plan
authorized by this section.

(5) The death benefit provided under the plan of death and long-term disability benefits
authorized by this section shall be known and referred to as insured death benefit. The
long-term disability benefit provided under the plan of death and long-term disability ben-
efits authorized by this section shall be known and referred to as long-term disability benefit.

(6) The board is hereby authorized to establish an optional death benefit plan. Except
as provided in subsection (7), such optional death benefit plan shall be made available to
all employees who are covered or may hereafter become covered by the plan of death and
long-term disability benefits authorized by this section. The cost of the optional death benefit
plan shall be paid by the applicant either by means of a system of payroll deductions or
direct payment to the board. The board shall have the authority and discretion to establish
such terms, conditions, specifications and coverages as it may deem to be in the best interest
of the state of Kansas and its employees which should include term death benefits for the
person’s period of active state employment regardless of age, but in no case, on and after
January 1, 1989, shall the maximum allowable coverage be less than $200,000. The cost of
the optional death benefit plan shall not be established on such a basis as to unreasonably
discriminate against any particular age group. The board shall have full administrative re-
sponsibility, discretion and authority to establish and continue such optional death benefit
plan and the director of accounts and reports of the department of administration shall when
requested by the board and from funds appropriated or available for such purpose establish
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a system to make periodic deductions from state payrolls to cover the cost of the optional
death benefit plan coverage under the provisions of this subsection (6) and shall remit all
deductions together with appropriate accounting reports to the system. There is hereby
created in the state treasury the optional death benefit plan reserve fund. Investment income
of the fund shall be added or credited to the fund as provided by law. All funds received by
the board, whether in the form of direct payments, payroll deductions or otherwise, shall
be accounted for separately from all other funds of the retirement system and shall be paid
into the optional death benefit plan reserve fund, from which the board is authorized to
make the appropriate payments and to pay the ongoing costs of administration of such
optional death benefit plan as may be incurred in carrying out the provisions of this sub-
section (6).

(7) Any employer other than the state of Kansas which is currently a participating em-
ployer of the Kansas public employees retirement system or is in the process of affiliating
with the Kansas public employees retirement system may also elect to affiliate for the pur-
poses of subsection (6). All such employers shall make application for affiliation with such
system, to be effective on January 1 next following application. Such optional death benefit
plan shall not be available for employees of employers specified under this subsection until
after July 1, 1988.

(8) For purposes of the death benefit provided under the plan of death and long-term
disability benefits authorized by this section and the optional death benefit plan authorized
by subsection (6), commencing on the effective date of this act, in the case of medical or
financial hardship of the member as determined by the executive director, or otherwise
commencing January 1, 2005, the member may name a beneficiary or beneficiaries other
than the beneficiary or beneficiaries named by the member to receive other benefits as
provided by the provisions of K.S.A. 74-4901 et seq., and amendments thereto.

Sec. 6. K.S.A. 74-4957 is hereby amended to read as follows: 74-4957. (1) The normal
retirement date for a member of the system who is appointed or employed prior to July 1,
1989, and who does not make an election pursuant to K.S.A. 74-4955a and amendments
thereto shall be the first day of the month coinciding with or following termination of
employment not followed by employment with any participating employer within 30 days,
and the attainment of age 55 and the completion of 20 years of credited service or the
completion of 32 years of credited service regardless of the age of the member. Any member
may retire on such member’s normal retirement date or on the first day of any month
thereafter.

(2) Early retirement. Any member who is appointed or employed prior to July 1, 1989,
and who does not make an election pursuant to K.S.A. 74-4955a and amendments thereto
may retire before such member’s normal retirement date on the first day of any month
coinciding with or following termination of employment not followed by employment with
any participating employer within 30 days and the attainment of age 50 and the completion
of 20 years of credited service.

(3) Notwithstanding the provisions of subsections (1) and (2) of this section and K.S.A.
74-4955a, 74-4957a, 74-4958a, 74-4960a, 74-4963a and 74-4964a and amendments thereto,
the normal retirement date for any member who was, up to the entry date of such member’s
employer, covered by a pension system under the provisions of K.S.A. 13-14a01 to 13-14a14,
inclusive, or 14-10a01 to 14-10a15, inclusive, and amendments thereto, shall be the first
day of the month coinciding with or following the attainment of age 50 and the completion
of 25 years of credited service.

(4) In no event shall a member be eligible to retire until such member has been a
contributing member of the system for 12 months of participating service, and shall have
given such member’s employer prior notice of retirement.

(5) If a retirant who retired on or after July 1, 1994, is employed, elected or appointed
in or to any position or office for which compensation for service is paid in an amount equal
to $15,000 or more in any one such calendar year, by the same state agency or the same
police or fire department of any county, city, township or special district or the same sheriff’s
office of a county during the final two years of such retirant’s participation, such retirant
shall not receive any retirement benefit for any month for which such retirant serves in such
position or office. The participating employer shall report to the system within 30 days of
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when the compensation paid to the retirant is equal to or exceeds any limitation provided
by this section. Any retirant employed by a participating employer in the Kansas police and
firemen’s retirement system shall not make contributions nor receive additional credit under
such system for such service except as provided by this section. Upon request of the exec-
utive director of the system, the secretary of revenue shall provide such information as may
be needed by the executive director to carry out the provisions of this act.

Sec. 7. K.S.A. 74-4967 is hereby amended to read as follows: 74-4967. (1) Upon the
basis of an annual actuarial valuation and appraisal of the system conducted in the manner
provided for in K.S.A. 74-4908 and amendments thereto, the board shall certify, on or before
July 15 of each year to each participating employer an actuarially determined estimate of
the rate of contribution which shall be required to be paid by each such participating em-
ployer to pay all of the liabilities which shall accrue under the system from and after the
entry date as determined by the board, upon recommendation of the actuary. Such rate
shall be uniform for all participating employers, and shall be comprised of a rate for benefits
accruing after June 30, 1993, and a rate for amortization of the additional liability for benefits
provided by this act which is attributable to service rendered before July 1, 1993. Such
additional liability shall be amortized over a period of 40 years commencing on July 1, 1993,
by annual payments that increase 4% for each year remaining in the amortization period as
determined by the board. The employer’s rate of contribution determined under this section
shall not include the costs of administration of the system.

(2) The board shall determine for each employer separately an amount sufficient to
amortize over a period of not to exceed 40 years all liabilities for past service costs which
shall have accrued at the time of entry into the system. On the basis of such determination
the board shall annually certify to each participating employer separately an actuarially
determined estimate of the rate of contribution which shall be required to be paid by that
participating employer to pay all of the liabilities for such past service costs. Such rate shall
be termed the employer’s prior service contribution. The board may enter into agreements
with any participating employer which has employees or retirants under the special pension
systems established under K.S.A. 13-14a01 to 13-14a14, inclusive, and amendments thereto
or K.S.A. 14-10a01 to 14-10a15, inclusive, and amendments thereto, for the purpose of
scheduling the payment of such past service costs in an orderly manner which will tend to
stabilize the annual total financial burden on such employers in meeting their present and
future obligations under this system and such special systems, but in no event shall the
annual prior service contribution be less than the interest cost on the total of such past
service liability.

(3) Each participating employer shall appropriate and pay to the system a sum sufficient
to satisfy the obligations under this act as certified by the board.

(4) Each participating employer is hereby authorized to pay the employer’s contribution
from the same fund that the compensation for which such contribution is made is paid from
or from any other funds available to it for such purpose. Each employer may levy annually
at the time of its levy of taxes, a tax which may be in addition to all other taxes authorized
by law for the purpose of making its contributions under this act, and, in the case of cities
and counties, to pay a portion of the principal and interest on bonds issued by cities under
the authority of K.S.A. 12-1774, and amendments thereto, for the financing of redevelop-
ment projects upon property located in such county which tax, together with any other fund
available, shall be sufficient to enable it to make such contribution. In lieu of levying the
tax authorized in this subsection, any taxing subdivision may pay such costs from any em-
ployee benefits contribution fund established pursuant to K.S.A. 12-16,102 and amendments
thereto.

(5) Employer contributions shall in no way be limited by any other act which now or in
the future establishes or limits the compensation of any member.

(6) The rate of contribution certified to each participating employer as provided in this
section shall apply during the fiscal year of such participating employer which begins in the
second calendar year following the year of the actuarial valuation, but the rate of contribution
during the first year following the employer’s entry date shall be equal to 16% of the amount
of compensation on which members contribute during the year.
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(7) Each participating employer shall remit quarterly, or as the board may otherwise
provide, all employee deductions and required employer contributions to the executive
director for credit to the Kansas public employees retirement fund within 20 days after the
end of the period covered by the remittance or within 25 days after forms or written in-
structions from the system were mailed by the system to such employer, whichever is later.
Remittances of such deductions and contributions received after such date are delinquent.
Delinquent payments due under this subsection (7) shall be subject to interest at the rate
established for interest on judgments under subsection (a) of K.S.A. 16-204 and amendments
thereto. At the request of the board, delinquent payments which are due or interest owed
on such payments, or both, may be deducted from any other moneys payable to such em-
ployer by any department or agency of the state.

(8) Except as otherwise provided by law, the actuarial cost of any legislation enacted by
the Kansas legislature, except the actuarial cost of K.S.A. 74-49,114a, shall be reflected in
the employer contribution rate in the fiscal year immediately following such enactment.

New Sec. 8. Notwithstanding the provisions of K.S.A. 74-4921, and amendments
thereto, any employer contributions remitted in accordance with the provisions of K.S.A.
20-2605, 74-4920, 74-4939 and 74-4967, and amendments thereto, for the purpose of paying
the actuarial cost of the provisions of K.S.A. 74-49,109 et seq., and amendments thereto,
shall be deposited in the KDFA series 2003H bond debt service fund, which is hereby
created in the state treasury. Such fund shall be administered by the Kansas public em-
ployees retirement system. The executive director of the Kansas public employees retire-
ment system shall certify to the director of accounts and reports an amount to reimburse
the state general fund for bond debt service payments authorized pursuant to law for each
fiscal year commencing in fiscal year 2005, and ending in fiscal year 2014. The director of
accounts and reports shall transfer such amount certified as provided by this section to the
state general fund not later than June 30 of each such fiscal year.

New Sec. 9. On and after the effective date of this act for each fiscal year commencing
with fiscal year 2005, notwithstanding the provisions of K.S.A. 74-4939 and amendments
thereto or any other statute, all moneys appropriated for the department of education from
the state general fund commencing with fiscal year 2005, and each ensuing fiscal year
thereafter, by appropriation act of the legislature, in the KPERS — employer contributions
account and all moneys appropriated for the department of education from the state general
fund or any special revenue fund for each fiscal year commencing with fiscal year 2005, and
each ensuing fiscal year thereafter, by any such appropriation act in that account or any
other account for payment of employer contributions for school districts, shall be distributed
by the department of education to school districts in accordance with this section. Notwith-
standing the provisions of K.S.A. 74-4939, and amendments thereto, the department of
education shall disburse to each school district that is an eligible employer as specified in
subsection (1) of K.S.A. 74-4931 and amendments thereto an amount certified by the board
of trustees of the Kansas public employees retirement system which is equal to the partic-
ipating employer’s obligation of such school district to the system in accordance with policies
and procedures which are hereby authorized and directed to be adopted by the department
of education for the purposes of this section and in accordance with any requirements
prescribed by the board of trustees of the Kansas public employees retirement system. Upon
receipt of each such disbursement of moneys, the school district shall deposit the entire
amount thereof into a special retirement contributions fund of the school district, which
shall be established by the school district in accordance with such policies and procedures
and which shall be used for the sole purpose of receiving such disbursements from the
department of education and making the remittances to the system in accordance with this
section and such policies and procedures. Upon receipt of each such disbursement of mon-
eys from the department of education, the school district shall remit, in accordance with
the provisions of such policies and procedures and in the manner and on the date or dates
prescribed by the board of trustees of the Kansas public employees retirement system, an
equal amount to the Kansas public employees retirement system from the special retirement
contributions fund of the school district to satisfy such school district’s obligation as a par-
ticipating employer. Notwithstanding the provisions of K.S.A. 74-4939 and amendments
thereto, each school district that is an eligible employer as specified in subsection (1) of
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K.S.A. 74-4931 and amendments thereto shall show within the budget of such school district
all amounts received from disbursements into the special retirement contributions fund of
such school district. Notwithstanding the provisions of any other statute, no official action
of the school board of such school district shall be required to approve a remittance to the
system in accordance with this section and such policies and procedures. All remittances of
moneys to the system by a school district in accordance with this subsection and such policies
and procedures shall be deemed to be expenditures of the school district.

New Sec. 10. (a) (1) Notwithstanding the provisions of K.S.A. 74-4971 and amendments
thereto, on or after the effective date of this act, the Kansas highway patrol shall affiliate
with the Kansas police and firemen’s retirement system established under the provisions of
K.S.A. 74-4951 et seq. and amendments thereto pursuant to the provisions of this act for
membership in the system of members of the capitol area security patrol who have suc-
cessfully completed the required course of instruction for law enforcement officers approved
by the Kansas law enforcement training center and are certified pursuant to the provisions
of K.S.A. 74-5607a, and amendments thereto. For purposes of such affiliation for member-
ship in the system of members of the capitol area security patrol, the Kansas highway patrol
shall be considered a new participating employer. The Kansas highway patrol shall make
application for affiliation with such system in the manner provided by K.S.A. 74-4954 and
amendments thereto, to be effective on July 1 next following application. The Kansas high-
way patrol shall affiliate for membership in the system of such members of the capitol area
security patrol for participating service credit.

(2) The Kansas highway patrol shall appropriate and pay a sum sufficient to satisfy any
obligations as certified by the board of trustees of the retirement system and the employer
contributions of the Kansas highway patrol shall be as provided in subsection (1) of K.S.A.
74-4967 and amendments thereto.

(b) (1) Each such member of the capitol area security patrol employed by the Kansas
highway patrol on the date of affiliation, may become a member of the Kansas police and
firemen’s retirement system on the first day of the payroll period of such member, coinciding
with or following the entry date of the Kansas highway patrol as provided in this section,
only by filing with the board of trustees of the system, on or before the entry date of the
Kansas highway patrol as provided in this section, a written election to become a member
of the system. Failure to file such written election shall be presumed to be an election not
to become a member of the system. Such election, whether to become or not to become a
member, shall be irrevocable.

(2) Each such member of the capitol area security patrol who is on an authorized leave
of absence or is in the military service on the entry date of the Kansas highway patrol as
provided in this section may become a member of the Kansas police and firemen’s retire-
ment system on the first day of the first payroll period of such member, coinciding with
such member’s return to active employment and payroll of the Kansas highway patrol, only
by filing with the board of trustees of the system within 10 days after such return to active
employment a written election to become a member of the system. Failure to file such
written election shall be presumed to be an election not to become a member of the system.
Such election, whether to become a member or not to become a member, shall be
irrevocable.

(c) Every such person who is employed as a member of the capitol area security patrol
on or after the entry date of the Kansas Highway patrol into the Kansas police and firemen’s
retirement system as provided in this section shall become a member of the Kansas police
and firemen’s retirement system on the first day of such employment.

(d) If the Kansas highway patrol affiliates as provided in this act and each such member
of the capitol area security patrol who elects to become a member as provided in this act,
the Kansas highway patrol and each such member shall be subject to the provisions of K.S.A.
74-4951 et seq. and amendments thereto as applicable.

(e) The division of the budget and the governor shall include in the budget and in the
budget request for appropriations for personnel services the amount required to satisfy the
employer’s obligation under this act as certified by the board of trustees of the system, and
shall present the same to the legislature for allowance and appropriations.
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(f) The determination of retirement, death or disability benefits shall be computed upon
the basis of ‘‘credited service’’ as used in K.S.A. 74-4951 et seq., and amendments thereto,
but shall include only participating service with the person’s participating employer, com-
mencing on and after the effective date of affiliation by the participating employer with the
Kansas police and fireman’s retirement system.

New Sec. 11. (a) (1) Notwithstanding the provisions of K.S.A. 74-4971 and amendments
thereto, on or after the effective date of this act, the Kansas highway patrol shall affiliate
with the Kansas police and firemen’s retirement system established under the provisions of
K.S.A. 74-4951 et seq. and amendments thereto pursuant to the provisions of this act for
membership in the system of members of the motor carriers inspection staff of the Kansas
highway patrol who have successfully completed the required course of instruction for law
enforcement officers approved by the Kansas law enforcement training center and are cer-
tified pursuant to the provisions of K.S.A. 74-5607a, and amendments thereto. For purposes
of such affiliation for membership in the system of such members, the Kansas highway
patrol shall be considered a new participating employer. The Kansas highway patrol shall
make application for affiliation with such system in the manner provided by K.S.A. 74-4954
and amendments thereto, to be effective on July 1 next following application. The Kansas
highway patrol shall affiliate for membership in the system of such members for participating
service credit.

(2) The Kansas highway patrol shall appropriate and pay a sum sufficient to satisfy any
obligations as certified by the board of trustees of the retirement system and the employer
contributions of the Kansas highway patrol shall be as provided in subsection (1) of K.S.A.
74-4967 and amendments thereto.

(b) (1) Each such member of the motor carriers inspection staff employed by the Kan-
sas highway patrol on the date of affiliation, may become a member of the Kansas police
and firemen’s retirement system on the first day of the payroll period of such member,
coinciding with or following the entry date of the Kansas highway patrol as provided in this
section, only by filing with the board of trustees of the system, on or before the entry date
of the Kansas highway patrol as provided in this section, a written election to become a
member of the system. Failure to file such written election shall be presumed to be an
election not to become a member of the system. Such election, whether to become or not
to become a member, shall be irrevocable.

(2) Each such member of the motor carriers inspection staff of the Kansas highway
patrol who is on an authorized leave of absence or is in the military service on the entry
date of the Kansas highway patrol as provided in this section may become a member of the
Kansas police and firemen’s retirement system on the first day of the first payroll period of
such member, coinciding with such member’s return to active employment and payroll of
the Kansas highway patrol, only by filing with the board of trustees of the system within 10
days after such return to active employment a written election to become a member of the
system. Failure to file such written election shall be presumed to be an election not to
become a member of the system. Such election, whether to become a member or not to
become a member, shall be irrevocable.

(c) Every such person who is employed as a member of the motor carriers inspection
staff of the Kansas highway patrol on or after the entry date of the Kansas Highway patrol
into the Kansas police and firemen’s retirement system as provided in this section shall
become a member of the Kansas police and firemen’s retirement system on the first day of
such employment.

(d) If the Kansas highway patrol affiliates as provided in this act and each such member
of the motor carriers inspection staff of the Kansas highway patrol who elects to become a
member as provided in this act, the Kansas highway patrol and each such member shall be
subject to the provisions of K.S.A. 74-4951 et seq. and amendments thereto as applicable.

(e) The division of the budget and the governor shall include in the budget and in the
budget request for appropriations for personnel services the amount required to satisfy the
employer’s obligation under this act as certified by the board of trustees of the system, and
shall present the same to the legislature for allowance and appropriations.

(f) The determination of retirement, death or disability benefits shall be computed upon
the basis of ‘‘credited service’’ as used in K.S.A. 74-4951 et seq., and amendments thereto,
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but shall include only participating service with the person’s participating employer, com-
mencing on and after the effective date of affiliation by the participating employer with the
Kansas police and fireman’s retirement system.

Sec. 12. K.S.A. 74-4921, 74-4957 and 74-4967 and K.S.A. 2003 Supp. 20-2605, 74-4902,
74-4920 and 74-4927 are hereby repealed.

Sec. 13. This act shall take effect and be in force from and after its publication in the
Kansas register.’’;

On page 1, in line 12, by striking all after ‘‘concerning’’; by striking all in line 13 and by
inserting ‘‘retirement and pensions; relating to the Kansas public employees retirement
system and systems thereunder; employer contributions; beneficiaries; investments; affilia-
tion and membership; amending K.S.A. 74-4921, 74-4957 and 74-4967 and K.S.A. 2003
Supp. 20-2605, 74-4902, 74-4920 and 74-4927 and repealing the existing sections.’’

And your committee on conference recommends the adoption of this report.
JOHN EDMONDS
BILL MCCREARY
GERALDINE FLAHARTY

Conferees on part of House

DAVE KERR
STEPHEN R. MORRIS
CHRISTINE DOWNEY

Conferees on part of Senate

Senator Kerr moved the Senate adopt the Conference Committee Report on SB 520.
On roll call, the vote was: Yeas 40, Nays 0, Present and Passing 0, Absent or Not Voting

0.
Yeas: Adkins, Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark,

Corbin, Donovan, Downey, Emler, Gilstrap, Goodwin, Haley, Helgerson, Hensley, Huel-
skamp, Jackson, Jordan, Journey, Kerr, Lee, Lyon, Morris, O’Connor, Oleen, Pugh, Salmans,
Schmidt, Schodorf, Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

The Conference Committee report was adopted.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on Senate amend-

ments to HB 2585, submits the following report:
The House accedes to all Senate amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with Senate Committee amendments,
as follows:

On page 1, by striking all in lines 35 through 43;
By striking all on pages 2 through 8;
On page 9, by striking all in lines 1 through 6 and inserting the following:
‘‘Section 1. K.S.A. 2003 Supp. 60-729 is hereby amended to read as follows: 60-729.

(a) Garnishment is a procedure whereby the wages, money or intangible property of a person
can be seized or attached pursuant to an order of garnishment issued by the court under
the conditions set forth in the order.

(b) Except as otherwise provided by law, no garnishment shall be issued under article
7 of Chapter 60 of the Kansas Statutes Annotated, and amendments thereto, withoutpayment
of the appropriate docket fee of $5. The docket fee shall be paid to the clerk of the district
court for remittance to the state treasurer. The state treasurer shall deposit and credit the
fees to the state general fund.

Sec. 2. K.S.A. 2003 Supp. 61-3502 is hereby amended to read as follows: 61-3502.
(a) Garnishment is a procedure whereby the wages, money or intangible property of a
person can be seized or attached pursuant to an order of garnishment issued by the court
under the conditions set forth in the order.

(b) Except as otherwise provided by law, no garnishment shall be issued under article
35 of chapter 61 of the Kansas Statutes Annotated, and amendments thereto, without pay-
ment of the appropriate docket fee of $5. The docket fee shall be paid to the clerk of the
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district court for remittance to the state treasurer. The state treasurer shall deposit and
credit the fees to the state general fund.

Sec. 3. K.S.A. 2003 Supp. 60-729 and 61-3502 are hereby repealed.’’;
And by renumbering the remaining section accordingly;
On page 1, in the title, in line 14, by striking all after ‘‘ACT’’; by striking all in lines 15,

16 and 17; in line 18, by striking all before the period and inserting ‘‘relating to civil pro-
cedure; concerning docket fees; amending K.S.A. 2003 Supp. 60-729 and 61-3502 and re-
pealing the existing sections’’;

And your committee on conference recommends the adoption of this report.
MICHAEL O’NEAL
DOUG PATTERSON
JANICE L. PAULS

Conferees on part of House

JOHN VRATIL
DEREK SCHMIDT
GRETA GOODWIN

Conferees on part of Senate
Senator Vratil moved the Senate adopt the Conference Committee Report on HB 2585.
On roll call, the vote was: Yeas 31, Nays 9, Present and Passing 0, Absent or Not Voting

0.
Yeas: Allen, Barnett, Brownlee, Brungardt, Buhler, Bunten, Clark, Corbin, Donovan,

Downey, Emler, Gilstrap, Goodwin, Jackson, Jordan, Journey, Kerr, Lee, Lyon, Morris,
O’Connor, Oleen, Pugh, Schmidt, Schodorf, Taddiken, Teichman, Tyson, Umbarger, Vratil,
Wagle.

Nays: Adkins, Barone, Betts, Haley, Helgerson, Hensley, Huelskamp, Salmans, Steineger.
The Conference Committee report was adopted.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on Senate amend-

ments to HB 2621, submits the following report:
The House accedes to all Senate amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with Senate Committee of the Whole
amendments, as follows:

On page 1, by striking all in lines 16 through 43;
By striking all on page 2;
On page 3, by striking all in lines 1 through 21 and inserting the following:
‘‘New Section 1. (a) As used in this section:
(1) ‘‘Home inspection’’ means a noninvasive visual examination of the mechanical, elec-

trical or plumbing systems or the structural and essential components of a residential dwell-
ing or any portion thereof designed to identify material defects in those systems and com-
ponents and performed for a fee in connection with or preparation for a proposed or possible
residential real estate transfer. The term also includes any consultation regarding the prop-
erty that is represented to be a home inspection or that is described by any similar term.
The term does not include an examination of a single system or component of a residential
dwelling such as, for example, its electrical or plumbing system or its roof. The term also
does not include an examination that is limited to inspection for or of one or more of the
following: Wood destroying insects, underground tanks and wells, septic systems; swimming
pools and spas, alarm systems, air and water quality, tennis courts and playground equip-
ment, pollutants, toxic chemicals and environmental hazards.

(2) ‘‘Home inspection report’’ means a written report on the results of a home
inspection.

(3) ‘‘Home inspector’’ means an individual who performs a home inspection.
(b) Any clause or provision in an agreement or contract issued by a home inspector for

a home inspection report which contains language limiting or disclaiming the home inspec-
tor’s liability as to any system or component of the residential dwelling covered by such
report is hereby declared to be against public policy and void.
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(c) Nothing contained herein shall restrict or prohibit a home inspector from limiting
the scope of the home inspection report or the ability of the home inspector to identify
those portions of the home which could not be inspected, and therefore are not included
in the home inspection report.

(d) Any cause of action authorized by this section shall be commenced within one year
after the date the agreement or contract is signed by both parties.’’;

And by renumbering the remaining section accordingly;
On page 1, in the title, in line 10, by striking all after ‘‘ACT’’; by striking all in lines 11

and 12; in line 13, by striking ‘‘sections’’ and inserting ‘‘concerning civil procedure; relating
to home inspector’s liability’’;

And your committee on conference recommends the adoption of this report.

MICHAEL O’NEAL

DOUG PATTERSON

JANICE L. PAULS

Conferees on part of House

JOHN VRATIL

DEREK SCHMIDT

GRETA GOODWIN

Conferees on part of Senate

Senator Vratil moved the Senate adopt the Conference Committee Report on HB 2621.
On roll call, the vote was: Yeas 2, Nays 38, Present and Passing 0, Absent or Not Voting

0.
Yeas: Adkins, Goodwin.
Nays: Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark, Corbin,

Donovan, Downey, Emler, Gilstrap, Haley, Helgerson, Hensley, Huelskamp, Jackson, Jor-
dan, Journey, Kerr, Lee, Lyon, Morris, O’Connor, Oleen, Pugh, Salmans, Schmidt, Scho-
dorf, Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

The Conference Committee report was not adopted.

MESSAGE FROM THE HOUSE
Announcing the House adopts the conference committee report on House Substitute

for SB 147.

ORIGINAL MOTION
Senator Oleen moved that subsection 4(k) of the Joint Rules of the Senate and House of

Representatives be suspended for the purpose of considering the following bills: H Sub for
SB 147; S Sub for HB 2375.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-

ments to House Substitute for SB 147, submits the following report:
The Senate accedes to all House amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with House Committee of the Whole
Amendments, as follows:

On page 4, in line 11, by striking ‘‘1982’’ and inserting ‘‘2002’’; also in line 11, by striking
‘‘actually and regularly’’; also in line 11, by striking ‘‘exclusively’’ and inserting ‘‘predomi-
nantly’’; in line 15 by striking all after ‘‘exemption’’; by striking all in line 16; in line 17, by
striking all before the period; also in line 17, after the period, by inserting ‘‘For purposes of
this provision, ‘‘predominantly’’ means: (1) At least 80% of the total use of the aircraft; or
(2) utilization of the aircraft such that all of the aircraft costs are deductible for federal
income tax purposes.’’; by striking all in lines 18 and 19 and by inserting the following:

‘‘Sec. 3. K.S.A. 79-201f is hereby amended to read as follows: 79-201f. The following
described property, to the extent herein specified, shall be and is hereby exempt from all
property or ad valorem taxes levied under the laws of the state of Kansas:
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(a) Personal property which is moving in interstate commerce through or over the ter-
ritory of the state of Kansas, except public utility inventories subject to taxation pursuant to
K.S.A. 79-5a01 et seq., and amendments thereto;

(b) Personal property which has been shipped into the state of Kansas from outside the
state which is stored in a warehouse or storage area operated by a warehouseman if such
warehouseman keeps records of such property showing point of origin, date of receipt, type
and quantity, date of withdrawal and ultimate destination notwithstanding (1) that the final
destination of such personal property is unknown at the time of storage in Kansas or (2)
that the interstate movement of such personal property has been interrupted for not more
than five years by such storage in Kansas for reasons relating to the convenience, pleasure
or business of the shipper or owner of the property unless the ultimate destination of the
property is within the state of Kansas; and

(c) goods, wares and merchandise which are manufactured, assembled, joined, proc-
essed, packaged or labeled within this state, during the period of time in which they are
stored in a warehouse or storage area operated by a warehouseman if such warehouseman
keeps records of such property showing point of origin, date of receipt, type and quantity,
date of withdrawal and ultimate destination. In order to qualify goods, wares and merchan-
dise in any such warehouse or storage area for the exemption from taxation under this
subsection, the owner of such goods, wares and merchandise must show by verified state-
ment that the final destination of at least 30% of the sale or shipments from such warehouse
or storage area during the previous calendar year were shipped in interstate commerce to
a point outside the state of Kansas, and the amount of exempt property shall be computed
as follows: The owner shall furnish the county appraiser with a report of the monthly average
inventory for the preceding calendar year and a report of the value of shipments for final
destination outside the state for each month of the previous calendar year. The owner shall
be entitled to exemption of a percent of the average monthly inventory equivalent to the
percent of value of total shipments to the value of shipments that were made in interstate
commerce to points outside the state.

(d) For the purposes of this section, ‘‘warehouseman’’ means any person, except a public
utility as defined in K.S.A. 79-5a01 and amendments thereto, who is engaged in the business
of storing goods for hire or who stores such person’s own goods.

The provisions of this section shall apply to all taxable years commencing after December
31, 1983.

Sec. 4. K.S.A. 2003 Supp. 79-5a01 is hereby amended to read as follows: 79-5a01. (a)
As used in this act, the terms ‘‘public utility’’ or ‘‘public utilities’’ shall mean means every
individual, company, corporation, association of persons, brokers, lessees or receivers that
now or hereafter own, control and hold for resale stored natural gas in an underground
formation in this state, or now or hereafter are in control, manage or operate a business of:

(1) A railroad or railroad corporation if such railroad or railroad corporation owns or
holds, by deed or other instrument, an interest in right-of-way, track, franchise, roadbed or
trackage in this state;

(2) transmitting to, from, through or in this state telegraphic messages;
(3) transmitting to, from, through or in this state telephonic messages;
(4) transporting or distributing to, from, through or in this state natural gas, oil or other

commodities in pipes or pipelines, or engaging primarily in the business of storing natural
gas in an underground formation;

(5) generating, conducting or distributing to, from, through or in this state electric
power;

(6) transmitting to, from, through or in this state water if for profit or subject to regu-
lation of the state corporation commission; and

(7) transporting to, from, through or in this state cargo or passengers by means of any
vessel or boat used in navigating any of the navigable watercourses within or bordering upon
this state.

(b) The terms ‘‘public utility’’ or ‘‘public utilities’’ shall not include: (1) Rural water
districts established under the laws of the state of Kansas; or (2) any individual, company,
corporation, association of persons, lessee or receiver owning or operating an oil or natural
gas production gathering line which is situated within one county in this state and does not
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cross any state boundary line; (3) any individual, company, corporation, association of per-
sons, lessee or receiver owning any vessel or boat operated upon the surface of any manmade
waterway located entirely within one county in the state; or (4) for all taxable years com-
mencing after December 31, 1998, any natural gas distribution system which is owned and
operated by a nonprofit public utility described by K.S.A. 66-104c, and amendments thereto,
and which is operated predominantly for the purpose of providing fuel for the irrigation of
land devoted to agricultural use.

(c) The provisions of subsection (a) as amended by this act shall be applicable to all
taxable years commencing after December 31, 2003.

Sec. 5. K.S.A. 2003 Supp. 79-32,101 is hereby amended to read as follows: 79-32,101.
(a) At the time prescribed in this section: (1) Every individual shall pay estimated tax who
can reasonably expect to owe, after withholding and credits, tax of at least $200 $500 and
who expects their withholding and credits to be less than (A) 90% of the tax shown on the
return for the current year or (B) 100% of the tax shown for the preceding tax year; and

(2) every corporation shall pay estimated tax if its Kansas income tax liability can rea-
sonably be expected to exceed $500.

(b) In the case of a husband and wife, single payments under this section may be made
by them jointly. If a joint payment is made, but a joint return is not made for the taxable
year, the estimated tax for such year may be divided between them. Notification of the
division of such payments shall be made at such time and in such manner as the director
of taxation may provide, on forms issued by the director of taxation.

(c) If on or before January 31, or March 1, in the case of an individual referred to in
subsection (b) of K.S.A. 79-32,102, and amendments thereto, relating to income from farm-
ing or fishing, of the succeeding year, the taxpayer files a return for the taxable year, and
pays in full the amount of tax computed on the return, then, under rules and regulations of
the secretary of revenue no payment otherwise required to be made under this section on
January 15, or at any time during the preceding year, in the case of an individual referred
to in subsection (b) of K.S.A. 79-32,102, and amendments thereto, relating to income from
farming or fishing, is required to be made.

(d) An individual or corporation with a taxable year of less than 12 months shall make
a declaration for less than 12 months as prescribed by rules and regulations of the secretary
of revenue.

(e) The provisions of this section shall not apply to an estate or trust.
Sec. 6. K.S.A. 2003 Supp. 79-32,206 is hereby amended to read as follows: 79-32,206.

For all taxable years commencing after December 31, 2001, there shall be allowed as a
credit against the tax liability of a taxpayer imposed under the Kansas income tax act, the
premiums tax upon insurance companies imposed pursuant to K.S.A. 40-252, and amend-
ments thereto, and the privilege tax as measured by net income of financial institutions
imposed pursuant to article 11 of chapter 79 of the Kansas Statutes Annotated, an amount
equal to 15% of the property tax levied for property tax years 2002, 2003 and 2004, 20% of
the property tax levied for property tax years 2005 and 2006, and 25% of the property tax
levied for property tax year 2007, and all such years thereafter, actually and timely paid
during an income or privilege taxable year upon commercial and industrial machinery and
equipment classified for property taxation purposes pursuant to section 1 of article 11 of
the Kansas constitution in subclass (5) or (6) of class 2, machinery and equipment classified
for such purposes in subclass (2) of class 2. For all taxable years commencing after December
31, 2004, there shall be allowed as a credit against the tax liability of a taxpayer imposed
under the Kansas income tax act an amount equal to 20% of the property tax levied for
property tax years 2005 and 2006, and 25% of the property tax levied for property tax year
2007 and all such years thereafter, actually and timely paid during an income taxable year
upon railroad machinery and equipment classified for property tax purposes pursuant to
section 1 of article 11 of the Kansas constitution in subclass (3) of class 2. Prior to the 2004
legislative session, the joint committee on economic development shall conduct a study of
the economic impact of the foregoing provision. If the amount of such tax credit exceeds
the taxpayer’s income tax liability for the taxable year, the amount thereof which exceeds
such tax liability shall be refunded to the taxpayer. If the taxpayer is a corporation having
an election in effect under subchapter S of the federal internal revenue code, a partnership
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or a limited liability company, the credit provided by this section shall be claimed by the
shareholders of such corporation, the partners of such partnership or the members of such
limited liability company in the same manner as such shareholders, partners or members
account for their proportionate shares of the income or loss of the corporation, partnership
or limited liability company. The secretary of revenue shall adopt rules and regulations
regarding the filing of documents that support the amount of credit claimed pursuant to this
section.

Sec. 7. K.S.A. 2003 Supp. 79-3603, as amended by section 2 of 2004 Senate Bill No.
384, is hereby amended to read as follows: 79-3603. For the privilege of engaging in the
business of selling tangible personal property at retail in this state or rendering or furnishing
any of the services taxable under this act, there is hereby levied and there shall be collected
and paid a tax at the rate of 5.3%. Within a redevelopment district established pursuant to
K.S.A. 74-8921, and amendments thereto, there is hereby levied and there shall be collected
and paid an additional tax at the rate of 2% until the earlier of the date the bonds issued to
finance or refinance the redevelopment project have been paid in full or the final scheduled
maturity of the first series of bonds issued to finance any part of the project upon:

(a) The gross receipts received from the sale of tangible personal property at retail
within this state;

(b) (1) the gross receipts from intrastate telephone or telegraph services; (2) the gross
receipts received from the sale of interstate telephone or telegraph services, which (A)
originate within this state and terminate outside the state and are billed to a customer’s
telephone number or account in this state; or (B) originate outside this state and terminate
within this state and are billed to a customer’s telephone number or account in this state
except that the sale of interstate telephone or telegraph service does not include: (A) Any
interstate incoming or outgoing wide area telephone service or wide area transmission type
service which entitles the subscriber to make or receive an unlimited number of commu-
nications to or from persons having telephone service in a specified area which is outside
the state in which the station provided this service is located; (B) any interstate private
communications service to the persons contracting for the receipt of that service that entitles
the purchaser to exclusive or priority use of a communications channel or group of channels
between exchanges; (C) any value-added nonvoice service in which computer processing
applications are used to act on the form, content, code or protocol of the information to be
transmitted; (D) any telecommunication service to a provider of telecommunication services
which will be used to render telecommunications services, including carrier access services;
or (E) any service or transaction defined in this section among entities classified as members
of an affiliated group as provided by section 1504 of the federal internal revenue code of
1986, as in effect on January 1, 2001; and (3) the gross receipts from the provision of services
taxable under this subsection which are billed on a combined basis with nontaxable services,
shall be accounted for and the tax remitted as follows: The taxable portion of the selling
price of those combined services shall include only those charges for taxable services if the
selling price for the taxable services can be readily distinguishable in the retailer’s books
and records from the selling price for the nontaxable services. Otherwise, the gross receipts
from the sale of both taxable and nontaxable services billed on a combined basis shall be
deemed attributable to the taxable services included therein. Within 90 days of billing taxable
services on a combined basis with nontaxable services, the retailer shall enter into a written
agreement with the secretary identifying the methodology to be used in determining the
taxable portion of the selling price of those combined services. The burden of proving that
any receipt or charge is not taxable shall be upon the retailer. Upon request from the
customer, the retailer shall disclose to the customer the selling price for the taxable services
included in the selling price for the taxable and nontaxable services billed on a combined
basis;

(c) the gross receipts from the sale or furnishing of gas, water, electricity and heat,
which sale is not otherwise exempt from taxation under the provisions of this act, and
whether furnished by municipally or privately owned utilities, except that, on and after
January 1, 2006, for sales of gas, electricity and heat delivered through mains, lines or pipes
to residential premises for noncommercial use by the occupant of such premises, and for
agricultural use and also, for such use, all sales of propane gas, the state rate shall be 0%;
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and for all sales of propane gas, LP gas, coal, wood and other fuel sources for the production
of heat or lighting for noncommercial use of an occupant of residential premises, the state
rate shall be 0%, but such tax shall not be levied and collected upon the gross receipts from:
(1) The sale of a rural water district benefit unit; (2) a water system impact fee, system
enhancement fee or similar fee collected by a water supplier as a condition for establishing
service; or (3) connection or reconnection fees collected by a water supplier;

(d) the gross receipts from the sale of meals or drinks furnished at any private club,
drinking establishment, catered event, restaurant, eating house, dining car, hotel, drugstore
or other place where meals or drinks are regularly sold to the public;

(e) the gross receipts from the sale of admissions to any place providing amusement,
entertainment or recreation services including admissions to state, county, district and local
fairs, but such tax shall not be levied and collected upon the gross receipts received from
sales of admissions to any cultural and historical event which occurs triennially;

(f) the gross receipts from the operation of any coin-operated device dispensing or
providing tangible personal property, amusement or other services except laundry services,
whether automatic or manually operated;

(g) the gross receipts from the service of renting of rooms by hotels, as defined by K.S.A.
36-501 and amendments thereto, or by accommodation brokers, as defined by K.S.A. 12-
1692, and amendments thereto but such tax shall not be levied and collected upon the gross
receipts received from sales of such service to the federal government and any agency, officer
or employee thereof in association with the performance of official government duties;

(h) the gross receipts from the service of renting or leasing of tangible personal property
except such tax shall not apply to the renting or leasing of machinery, equipment or other
personal property owned by a city and purchased from the proceeds of industrial revenue
bonds issued prior to July 1, 1973, in accordance with the provisions of K.S.A. 12-1740
through 12-1749, and amendments thereto, and any city or lessee renting or leasing such
machinery, equipment or other personal property purchased with the proceeds of such
bonds who shall have paid a tax under the provisions of this section upon sales made prior
to July 1, 1973, shall be entitled to a refund from the sales tax refund fund of all taxes paid
thereon;

(i) the gross receipts from the rendering of dry cleaning, pressing, dyeing and laundry
services except laundry services rendered through a coin-operated device whether automatic
or manually operated;

(j) the gross receipts from the rendering of the services of washing and washing and
waxing of vehicles;

(k) the gross receipts from cable, community antennae and other subscriber radio and
television services;

(l) (1) except as otherwise provided by paragraph (2), the gross receipts received from
the sales of tangible personal property to all contractors, subcontractors or repairmen for
use by them in erecting structures, or building on, or otherwise improving, altering, or
repairing real or personal property.

(2) Any such contractor, subcontractor or repairman who maintains an inventory of such
property both for sale at retail and for use by them for the purposes described by paragraph
(1) shall be deemed a retailer with respect to purchases for and sales from such inventory,
except that the gross receipts received from any such sale, other than a sale at retail, shall
be equal to the total purchase price paid for such property and the tax imposed thereon
shall be paid by the deemed retailer;

(m) the gross receipts received from fees and charges by public and private clubs, drink-
ing establishments, organizations and businesses for participation in sports, games and other
recreational activities, but such tax shall not be levied and collected upon the gross receipts
received from: (1) Fees and charges by any political subdivision, by any organization exempt
from property taxation pursuant to paragraph Ninth of K.S.A. 79-201, and amendments
thereto, or by any youth recreation organization exclusively providing services to persons 18
years of age or younger which is exempt from federal income taxation pursuant to section
501(c)(3) of the federal internal revenue code of 1986, for participation in sports, games
and other recreational activities; and (2) entry fees and charges for participation in a special
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event or tournament sanctioned by a national sporting association to which spectators are
charged an admission which is taxable pursuant to subsection (e);

(n) the gross receipts received from dues charged by public and private clubs, drinking
establishments, organizations and businesses, payment of which entitles a member to the
use of facilities for recreation or entertainment, but such tax shall not be levied and collected
upon the gross receipts received from: (1) Dues charged by any organization exempt from
property taxation pursuant to paragraphs Eighth and Ninth of K.S.A. 79-201, and amend-
ments thereto; and (2) sales of memberships in a nonprofit organization which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code of 1986, and whose purpose is to support the operation of a nonprofit zoo;

(o) the gross receipts received from the isolated or occasional sale of motor vehicles or
trailers but not including: (1) The transfer of motor vehicles or trailers by a person to a
corporation or limited liability company solely in exchange for stock securities or member-
ship interest in such corporation or limited liability company; or (2) the transfer of motor
vehicles or trailers by one corporation or limited liability company to another when all of
the assets of such corporation or limited liability company are transferred to such other
corporation or limited liability company; or (3) the sale of motor vehicles or trailers which
are subject to taxation pursuant to the provisions of K.S.A. 79-5101 et seq., and amendments
thereto, by an immediate family member to another immediate family member. For the
purposes of clause (3), immediate family member means lineal ascendants or descendants,
and their spouses. The base for computing the tax shall be the stated selling price of the
motor vehicle or trailer or the value pursuant to subsections (a), (b)(1) and (b)(2) of K.S.A.
79-5105, and amendments thereto, whichever amount is higher. The actual selling price shall
be the base for computing the tax on the isolated or occasional sale of wrecked or damaged
vehicles. In determining the base for computing the tax on such isolated or occasional sale,
the fair market value of any motor vehicle or trailer traded in by the purchaser to the seller
may be deducted from the selling price;

(p) the gross receipts received for the service of installing or applying tangible personal
property which when installed or applied is not being held for sale in the regular course of
business, and whether or not such tangible personal property when installed or applied
remains tangible personal property or becomes a part of real estate, except that no tax shall
be imposed upon the service of installing or applying tangible personal property in connec-
tion with the original construction of a building or facility, the original construction, recon-
struction, restoration, remodeling, renovation, repair or replacement of a residence or the
construction, reconstruction, restoration, replacement or repair of a bridge or highway.

For the purposes of this subsection:
(1) ‘‘Original construction’’ shall mean the first or initial construction of a new building

or facility. The term ‘‘original construction’’ shall include the addition of an entire room or
floor to any existing building or facility, the completion of any unfinished portion of any
existing building or facility and the restoration, reconstruction or replacement of a building
or facility damaged or destroyed by fire, flood, tornado, lightning, explosion or earthquake,
but such term, except with regard to a residence, shall not include replacement, remodeling,
restoration, renovation or reconstruction under any other circumstances;

(2) ‘‘building’’ shall mean only those enclosures within which individuals customarily
are employed, or which are customarily used to house machinery, equipment or other prop-
erty, and including the land improvements immediately surrounding such building;

(3) ‘‘facility’’ shall mean a mill, plant, refinery, oil or gas well, water well, feedlot or any
conveyance, transmission or distribution line of any cooperative, nonprofit, membership
corporation organized under or subject to the provisions of K.S.A. 17-4601 et seq., and
amendments thereto, or of any municipal or quasi-municipal corporation, including the land
improvements immediately surrounding such facility; and

(4) ‘‘residence’’ shall mean only those enclosures within which individuals customarily
live;

(q) the gross receipts received for the service of repairing, servicing, altering or main-
taining tangible personal property which when such services are rendered is not being held
for sale in the regular course of business, and whether or not any tangible personal property
is transferred in connection therewith. The tax imposed by this subsection shall be applicable
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to the services of repairing, servicing, altering or maintaining an item of tangible personal
property which has been and is fastened to, connected with or built into real property;

(r) the gross receipts from fees or charges made under service or maintenance agree-
ment contracts for services, charges for the providing of which are taxable under the pro-
visions of subsection (p) or (q);

(s) on and after January 1, 2005, the gross receipts received from the sale of prewritten
computer software, the sale of the service of providing computer software other than pre-
written computer software and the sale of the services of modifying, altering, updating or
maintaining prewritten computer software, whether the prewritten computer software is
installed or delivered electronically by tangible storage media physically transferred to the
purchaser or by load and leave;

(t) the gross receipts received for telephone answering services, mobile telecommuni-
cation services, beeper services and other similar services. On and after August 1, 2002, the
provisions of the federal mobile telecommunications sourcing act as in effect on January 1,
2002, shall be applicable to all sales of mobile telecommunication services taxable pursuant
to this subsection. The secretary of revenue is hereby authorized and directed to perform
any act deemed necessary to properly implement such provisions;

(u) the gross receipts received from the sale of prepaid calling service as defined in
K.S.A. 2003 Supp. 79-3673, and amendments thereto; and

(v) the gross receipts received from the sales of bingo cards, bingo faces and instant
bingo tickets by licensees under K.S.A. 79-4701, et seq., and amendments thereto, shall be
taxed at a rate of: (1) 4.9% on July 1, 2000, and before July 1, 2001; and (2) 2.5% on July
1, 2001, and before July 1, 2002. From and after July 1, 2002, all sales of bingo cards, bingo
faces and instant bingo tickets by licensees under K.S.A. 79-4701 et seq., and amendments
thereto, shall be exempt from taxes imposed pursuant to this section.

Sec. 8. On and after January 1, 2005, K.S.A. 2003 Supp. 79-3606, as amended by section
18 of 2004 House Bill No. 2713, is hereby amended to read as follows: 79-3606. The fol-
lowing shall be exempt from the tax imposed by this act:

(a) All sales of motor-vehicle fuel or other articles upon which a sales or excise tax has
been paid, not subject to refund, under the laws of this state except cigarettes as defined
by K.S.A. 79-3301 and amendments thereto, cereal malt beverages and malt products as
defined by K.S.A. 79-3817 and amendments thereto, including wort, liquid malt, malt syrup
and malt extract, which is not subject to taxation under the provisions of K.S.A. 79-41a02
and amendments thereto, motor vehicles taxed pursuant to K.S.A. 79-5117, and amend-
ments thereto, tires taxed pursuant to K.S.A. 65-3424d, and amendments thereto, dryclean-
ing and laundry services taxed pursuant to K.S.A. 65-34,150, and amendments thereto, and
gross receipts from regulated sports contests taxed pursuant to the Kansas professional
regulated sports act, and amendments thereto;

(b) all sales of tangible personal property or service, including the renting and leasing
of tangible personal property, purchased directly by the state of Kansas, a political subdi-
vision thereof, other than a school or educational institution, or purchased by a public or
private nonprofit hospital or public hospital authority or nonprofit blood, tissue or organ
bank and used exclusively for state, political subdivision, hospital or public hospital authority
or nonprofit blood, tissue or organ bank purposes, except when: (1) Such state, hospital or
public hospital authority is engaged or proposes to engage in any business specifically taxable
under the provisions of this act and such items of tangible personal property or service are
used or proposed to be used in such business, or (2) such political subdivision is engaged
or proposes to engage in the business of furnishing gas, electricity or heat to others and
such items of personal property or service are used or proposed to be used in such business;

(c) all sales of tangible personal property or services, including the renting and leasing
of tangible personal property, purchased directly by a public or private elementary or sec-
ondary school or public or private nonprofit educational institution and used primarily by
such school or institution for nonsectarian programs and activities provided or sponsored
by such school or institution or in the erection, repair or enlargement of buildings to be
used for such purposes. The exemption herein provided shall not apply to erection, con-
struction, repair, enlargement or equipment of buildings used primarily for human
habitation;
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(d) all sales of tangible personal property or services purchased by a contractor for the
purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities for any public or private nonprofit hospital or public hospital
authority, public or private elementary or secondary school or a public or private nonprofit
educational institution, which would be exempt from taxation under the provisions of this
act if purchased directly by such hospital or public hospital authority, school or educational
institution; and all sales of tangible personal property or services purchased by a contractor
for the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any political subdivision of the state or district de-
scribed in subsection (s), the total cost of which is paid from funds of such political subdi-
vision or district and which would be exempt from taxation under the provisions of this act
if purchased directly by such political subdivision or district. Nothing in this subsection or
in the provisions of K.S.A. 12-3418 and amendments thereto, shall be deemed to exempt
the purchase of any construction machinery, equipment or tools used in the constructing,
equipping, reconstructing, maintaining, repairing, enlarging, furnishing or remodeling fa-
cilities for any political subdivision of the state or any such district. As used in this subsection,
K.S.A. 12-3418 and 79-3640, and amendments thereto, ‘‘funds of a political subdivision’’
shall mean general tax revenues, the proceeds of any bonds and gifts or grants-in-aid. Gifts
shall not mean funds used for the purpose of constructing, equipping, reconstructing, re-
pairing, enlarging, furnishing or remodeling facilities which are to be leased to the donor.
When any political subdivision of the state, district described in subsection (s), public or
private nonprofit hospital or public hospital authority, public or private elementary or sec-
ondary school or public or private nonprofit educational institution shall contract for the
purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities, it shall obtain from the state and furnish to the contractor
an exemption certificate for the project involved, and the contractor may purchase materials
for incorporation in such project. The contractor shall furnish the number of such certificate
to all suppliers from whom such purchases are made, and such suppliers shall execute
invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the political subdivision, district described in subsec-
tion (s), hospital or public hospital authority, school or educational institution concerned a
sworn statement, on a form to be provided by the director of taxation, that all purchases so
made were entitled to exemption under this subsection. As an alternative to the foregoing
procedure, any such contracting entity may apply to the secretary of revenue for agent status
for the sole purpose of issuing and furnishing project exemption certificates to contractors
pursuant to rules and regulations adopted by the secretary establishing conditions and stan-
dards for the granting and maintaining of such status. All invoices shall be held by the
contractor for a period of five years and shall be subject to audit by the director of taxation.
If any materials purchased under such a certificate are found not to have been incorporated
in the building or other project or not to have been returned for credit or the sales or
compensating tax otherwise imposed upon such materials which will not be so incorporated
in the building or other project reported and paid by such contractor to the director of
taxation not later than the 20th day of the month following the close of the month in which
it shall be determined that such materials will not be used for the purpose for which such
certificate was issued, the political subdivision, district described in subsection (s), hospital
or public hospital authority, school or educational institution concerned shall be liable for
tax on all materials purchased for the project, and upon payment thereof it may recover the
same from the contractor together with reasonable attorney fees. Any contractor or any
agent, employee or subcontractor thereof, who shall use or otherwise dispose of any ma-
terials purchased under such a certificate for any purpose other than that for which such a
certificate is issued without the payment of the sales or compensating tax otherwise imposed
upon such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall
be subject to the penalties provided for in subsection (g) of K.S.A. 79-3615, and amendments
thereto;

(e) all sales of tangible personal property or services purchased by a contractor for the
erection, repair or enlargement of buildings or other projects for the government of the
United States, its agencies or instrumentalities, which would be exempt from taxation if
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purchased directly by the government of the United States, its agencies or instrumentalities.
When the government of the United States, its agencies or instrumentalities shall contract
for the erection, repair, or enlargement of any building or other project, it shall obtain from
the state and furnish to the contractor an exemption certificate for the project involved, and
the contractor may purchase materials for incorporation in such project. The contractor
shall furnish the number of such certificates to all suppliers from whom such purchases are
made, and such suppliers shall execute invoices covering the same bearing the number of
such certificate. Upon completion of the project the contractor shall furnish to the govern-
ment of the United States, its agencies or instrumentalities concerned a sworn statement,
on a form to be provided by the director of taxation, that all purchases so made were entitled
to exemption under this subsection. As an alternative to the foregoing procedure, any such
contracting entity may apply to the secretary of revenue for agent status for the sole purpose
of issuing and furnishing project exemption certificates to contractors pursuant to rules and
regulations adopted by the secretary establishing conditions and standards for the granting
and maintaining of such status. All invoices shall be held by the contractor for a period of
five years and shall be subject to audit by the director of taxation. Any contractor or any
agent, employee or subcontractor thereof, who shall use or otherwise dispose of any ma-
terials purchased under such a certificate for any purpose other than that for which such a
certificate is issued without the payment of the sales or compensating tax otherwise imposed
upon such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall
be subject to the penalties provided for in subsection (g) of K.S.A. 79-3615 and amendments
thereto;

(f) tangible personal property purchased by a railroad or public utility for consumption
or movement directly and immediately in interstate commerce;

(g) sales of aircraft including remanufactured and modified aircraft, sales of aircraft
repair, modification and replacement parts and sales of services employed in the remanu-
facture, modification and repair of aircraft sold to persons using directly or through an
authorized agent such aircraft and aircraft repair, modification and replacement parts as
certified or licensed carriers of persons or property in interstate or foreign commerce under
authority of the laws of the United States or any foreign government or sold to any foreign
government or agency or instrumentality of such foreign government and all sales of aircraft,
aircraft parts, replacement parts and services employed in the remanufacture, modification
and repair of aircraft for use outside of the United States and sales of aircraft repair, mod-
ification and replacement parts and sales of services employed in the remanufacture, mod-
ification and repair of aircraft;

(h) all rentals of nonsectarian textbooks by public or private elementary or secondary
schools;

(i) the lease or rental of all films, records, tapes, or any type of sound or picture tran-
scriptions used by motion picture exhibitors;

(j) meals served without charge or food used in the preparation of such meals to em-
ployees of any restaurant, eating house, dining car, hotel, drugstore or other place where
meals or drinks are regularly sold to the public if such employees’ duties are related to the
furnishing or sale of such meals or drinks;

(k) any motor vehicle, semitrailer or pole trailer, as such terms are defined by K.S.A.
8-126 and amendments thereto, or aircraft sold and delivered in this state to a bona fide
resident of another state, which motor vehicle, semitrailer, pole trailer or aircraft is not to
be registered or based in this state and which vehicle, semitrailer, pole trailer or aircraft will
not remain in this state more than 10 days;

(l) all isolated or occasional sales of tangible personal property, services, substances or
things, except isolated or occasional sale of motor vehicles specifically taxed under the pro-
visions of subsection (o) of K.S.A. 79-3603 and amendments thereto;

(m) all sales of tangible personal property which become an ingredient or component
part of tangible personal property or services produced, manufactured or compounded for
ultimate sale at retail within or without the state of Kansas; and any such producer, manu-
facturer or compounder may obtain from the director of taxation and furnish to the supplier
an exemption certificate number for tangible personal property for use as an ingredient or
component part of the property or services produced, manufactured or compounded;
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(n) all sales of tangible personal property which is consumed in the production, man-
ufacture, processing, mining, drilling, refining or compounding of tangible personal prop-
erty, the treating of by-products or wastes derived from any such production process, the
providing of services or the irrigation of crops for ultimate sale at retail within or without
the state of Kansas; and any purchaser of such property may obtain from the director of
taxation and furnish to the supplier an exemption certificate number for tangible personal
property for consumption in such production, manufacture, processing, mining, drilling,
refining, compounding, treating, irrigation and in providing such services;

(o) all sales of animals, fowl and aquatic plants and animals, the primary purpose of
which is use in agriculture or aquaculture, as defined in K.S.A. 47-1901, and amendments
thereto, the production of food for human consumption, the production of animal, dairy,
poultry or aquatic plant and animal products, fiber or fur, or the production of offspring for
use for any such purpose or purposes;

(p) all sales of drugs dispensed pursuant to a prescription order by a licensed practitioner
or a mid-level practitioner as defined by K.S.A. 65-1626, and amendments thereto. As used
in this subsection, ‘‘drug’’ means a compound, substance or preparation and any component
of a compound, substance or preparation, other than food and food ingredients, dietary
supplements or alcoholic beverages, recognized in the official United States pharmacopoeia,
official homeopathic pharmacopoeia of the United States or official national formulary, and
supplement to any of them, intended for use in the diagnosis, cure, mitigation, treatment
or prevention of disease or intended to affect the structure or any function of the body;

(q) all sales of insulin dispensed by a person licensed by the state board of pharmacy to
a person for treatment of diabetes at the direction of a person licensed to practice medicine
by the board of healing arts;

(r) all sales of prosthetic devices and mobility enhancing equipment prescribed in writ-
ing by a person licensed to practice the healing arts, dentistry or optometry, and in addition
to such sales, all sales of hearing aids, as defined by subsection (c) of K.S.A. 74-5807, and
amendments thereto, and replacement parts therefor, including batteries, by a person li-
censed in the practice of dispensing and fitting hearing aids pursuant to the provisions of
K.S.A. 74-5808, and amendments thereto. For the purposes of this subsection: (1) ‘‘Mobility
enhancing equipment’’ means equipment including repair and replacement parts to same,
but does not include durable medical equipment, which is primarily and customarily used
to provide or increase the ability to move from one place to another and which is appropriate
for use either in a home or a motor vehicle; is not generally used by persons with normal
mobility; and does not include any motor vehicle or equipment on a motor vehicle normally
provided by a motor vehicle manufacturer; and (2) ‘‘prosthetic device’’ means a replacement,
corrective or supportive device including repair and replacement parts for same worn on or
in the body to artificially replace a missing portion of the body, prevent or correct physical
deformity or malfunction or support a weak or deformed portion of the body;

(s) except as provided in K.S.A. 2003 Supp. 82a-2101, and amendments thereto, all sales
of tangible personal property or services purchased directly or indirectly by a groundwater
management district organized or operating under the authority of K.S.A. 82a-1020 et seq.
and amendments thereto, by a rural water district organized or operating under the authority
of K.S.A. 82a-612, and amendments thereto, or by a water supply district organized or
operating under the authority of K.S.A. 19-3501 et seq., 19-3522 et seq. or 19-3545, and
amendments thereto, which property or services are used in the construction activities,
operation or maintenance of the district;

(t) all sales of farm machinery and equipment or aquaculture machinery and equipment,
repair and replacement parts therefor and services performed in the repair and maintenance
of such machinery and equipment. For the purposes of this subsection the term ‘‘farm
machinery and equipment or aquaculture machinery and equipment’’ shall include machin-
ery and equipment used in the operation of Christmas tree farming but shall not include
any passenger vehicle, truck, truck tractor, trailer, semitrailer or pole trailer, other than a
farm trailer, as such terms are defined by K.S.A. 8-126 and amendments thereto. Each
purchaser of farm machinery and equipment or aquaculture machinery and equipment
exempted herein must certify in writing on the copy of the invoice or sales ticket to be
retained by the seller that the farm machinery and equipment or aquaculture machinery
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and equipment purchased will be used only in farming, ranching or aquaculture production.
Farming or ranching shall include the operation of a feedlot and farm and ranch work for
hire and the operation of a nursery;

(u) all leases or rentals of tangible personal property used as a dwelling if such tangible
personal property is leased or rented for a period of more than 28 consecutive days;

(v) all sales of food products tangible personal property to any contractor for use in
preparing meals for delivery to homebound elderly persons over 60 years of age and to
homebound disabled persons or to be served at a group-sitting at a location outside of the
home to otherwise homebound elderly persons over 60 years of age and to otherwise home-
bound disabled persons, as all or part of any food service project funded in whole or in part
by government or as part of a private nonprofit food service project available to all such
elderly or disabled persons residing within an area of service designated by the private
nonprofit organization, and all sales of food products tangible personal property for use in
preparing meals for consumption by indigent or homeless individuals whether or not such
meals are consumed at a place designated for such purpose, and all sales of food products
by or on behalf of any such contractor or organization for any such purpose;

(w) all sales of natural gas, electricity, heat and water delivered through mains, lines or
pipes: (1) To residential premises for noncommercial use by the occupant of such premises;
(2) for agricultural use and also, for such use, all sales of propane gas; (3) for use in the
severing of oil; and (4) to any property which is exempt from property taxation pursuant to
K.S.A. 79-201b Second through Sixth. As used in this paragraph, ‘‘severing’’ shall have the
meaning ascribed thereto by subsection (k) of K.S.A. 79-4216, and amendments thereto.
For all sales of natural gas, electricity and heat delivered through mains, lines or pipes
pursuant to the provisions of subsection (w)(1) and (w)(2), the provisions of this subsection
shall expire on December 31, 2005;

(x) all sales of propane gas, LP-gas, coal, wood and other fuel sources for the production
of heat or lighting for noncommercial use of an occupant of residential premises occurring
prior to January 1, 2006;

(y) all sales of materials and services used in the repairing, servicing, altering, maintain-
ing, manufacturing, remanufacturing, or modification of railroad rolling stock for use in
interstate or foreign commerce under authority of the laws of the United States;

(z) all sales of tangible personal property and services purchased directly by a port
authority or by a contractor therefor as provided by the provisions of K.S.A. 12-3418 and
amendments thereto;

(aa) all sales of materials and services applied to equipment which is transported into
the state from without the state for repair, service, alteration, maintenance, remanufacture
or modification and which is subsequently transported outside the state for use in the trans-
mission of liquids or natural gas by means of pipeline in interstate or foreign commerce
under authority of the laws of the United States;

(bb) all sales of used mobile homes or manufactured homes. As used in this subsection:
(1) ‘‘Mobile homes’’ and ‘‘manufactured homes’’ shall have the meanings ascribed thereto
by K.S.A. 58-4202 and amendments thereto; and (2) ‘‘sales of used mobile homes or man-
ufactured homes’’ means sales other than the original retail sale thereof;

(cc) all sales of tangible personal property or services purchased for the purpose of and
in conjunction with constructing, reconstructing, enlarging or remodeling a business or retail
business which meets the requirements established in K.S.A. 74-50,115 and amendments
thereto, and the sale and installation of machinery and equipment purchased for installation
at any such business or retail business. When a person shall contract for the construction,
reconstruction, enlargement or remodeling of any such business or retail business, such
person shall obtain from the state and furnish to the contractor an exemption certificate for
the project involved, and the contractor may purchase materials, machinery and equipment
for incorporation in such project. The contractor shall furnish the number of such certificates
to all suppliers from whom such purchases are made, and such suppliers shall execute
invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the owner of the business or retail business a sworn
statement, on a form to be provided by the director of taxation, that all purchases so made
were entitled to exemption under this subsection. All invoices shall be held by the contractor
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for a period of five years and shall be subject to audit by the director of taxation. Any
contractor or any agent, employee or subcontractor thereof, who shall use or otherwise
dispose of any materials, machinery or equipment purchased under such a certificate for
any purpose other than that for which such a certificate is issued without the payment of
the sales or compensating tax otherwise imposed thereon, shall be guilty of a misdemeanor
and, upon conviction therefor, shall be subject to the penalties provided for in subsection
(g) of K.S.A. 79-3615 and amendments thereto. As used in this subsection, ‘‘business’’ and
‘‘retail business’’ have the meanings respectively ascribed thereto by K.S.A. 74-50,114 and
amendments thereto;

(dd) all sales of tangible personal property purchased with food stamps issued by the
United States department of agriculture;

(ee) all sales of lottery tickets and shares made as part of a lottery operated by the state
of Kansas;

(ff) on and after July 1, 1988, all sales of new mobile homes or manufactured homes to
the extent of 40% of the gross receipts, determined without regard to any trade-in allowance,
received from such sale. As used in this subsection, ‘‘mobile homes’’ and ‘‘manufactured
homes’’ shall have the meanings ascribed thereto by K.S.A. 58-4202 and amendments
thereto;

(gg) all sales of tangible personal property purchased in accordance with vouchers issued
pursuant to the federal special supplemental food program for women, infants and children;

(hh) all sales of medical supplies and equipment, including durable medical equipment,
purchased directly by a nonprofit skilled nursing home or nonprofit intermediate nursing
care home, as defined by K.S.A. 39-923, and amendments thereto, for the purpose of pro-
viding medical services to residents thereof. This exemption shall not apply to tangible
personal property customarily used for human habitation purposes. As used in this subsec-
tion, ‘‘durable medical equipment’’ means equipment including repair and replacement
parts for such equipment, but does not include mobility enhancing equipment as defined
in subsection (r) which can withstand repeated use, is primarily and customarily used to
serve a medical purpose, generally is not useful to a person in the absence of illness or injury
and is not worn in or on the body;

(ii) all sales of tangible personal property purchased directly by a nonprofit organization
for nonsectarian comprehensive multidiscipline youth development programs and activities
provided or sponsored by such organization, and all sales of tangible personal property by
or on behalf of any such organization. This exemption shall not apply to tangible personal
property customarily used for human habitation purposes;

(jj) all sales of tangible personal property or services, including the renting and leasing
of tangible personal property, purchased directly on behalf of a community-based mental
retardation facility or mental health center organized pursuant to K.S.A. 19-4001 et seq.,
and amendments thereto, and licensed in accordance with the provisions of K.S.A. 75-3307b
and amendments thereto and all sales of tangible personal property or services purchased
by contractors during the time period from July, 2003, through June, 2004, for the purpose
of constructing, equipping, maintaining or furnishing a new facility for a community-based
mental retardation facility or mental health center located in Riverton, Cherokee County,
Kansas, which would have been eligible for sales tax exemption pursuant to this subsection
if purchased directly by such facility or center. This exemption shall not apply to tangible
personal property customarily used for human habitation purposes;

(kk) (1) (A) all sales of machinery and equipment which are used in this state as an
integral or essential part of an integrated production operation by a manufacturing or proc-
essing plant or facility;

(B) all sales of installation, repair and maintenance services performed on such ma-
chinery and equipment; and

(C) all sales of repair and replacement parts and accessories purchased for such ma-
chinery and equipment.

(2) For purposes of this subsection:
(A) ‘‘Integrated production operation’’ means an integrated series of operations engaged

in at a manufacturing or processing plant or facility to process, transform or convert tangible
personal property by physical, chemical or other means into a different form, composition
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or character from that in which it originally existed. Integrated production operations shall
include: (i) Production line operations, including packaging operations; (ii) preproduction
operations to handle, store and treat raw materials; (iii) post production handling, storage,
warehousing and distribution operations; and (iv) waste, pollution and environmental control
operations, if any;

(B) ‘‘production line’’ means the assemblage of machinery and equipment at a manu-
facturing or processing plant or facility where the actual transformation or processing of
tangible personal property occurs;

(C) ‘‘manufacturing or processing plant or facility’’ means a single, fixed location owned
or controlled by a manufacturing or processing business that consists of one or more struc-
tures or buildings in a contiguous area where integrated production operations are con-
ducted to manufacture or process tangible personal property to be ultimately sold at retail.
Such term shall not include any facility primarily operated for the purpose of conveying or
assisting in the conveyance of natural gas, electricity, oil or water. A business may operate
one or more manufacturing or processing plants or facilities at different locations to man-
ufacture or process a single product of tangible personal property to be ultimately sold at
retail;

(D) ‘‘manufacturing or processing business’’ means a business that utilizes an integrated
production operation to manufacture, process, fabricate, finish, or assemble items for whole-
sale and retail distribution as part of what is commonly regarded by the general public as
an industrial manufacturing or processing operation or an agricultural commodity processing
operation. (i) Industrial manufacturing or processing operations include, by way of illustra-
tion but not of limitation, the fabrication of automobiles, airplanes, machinery or transpor-
tation equipment, the fabrication of metal, plastic, wood, or paper products, electricity
power generation, water treatment, petroleum refining, chemical production, wholesale bot-
tling, newspaper printing, ready mixed concrete production, and the remanufacturing of
used parts for wholesale or retail sale. Such processing operations shall include operations
at an oil well, gas well, mine or other excavation site where the oil, gas, minerals, coal, clay,
stone, sand or gravel that has been extracted from the earth is cleaned, separated, crushed,
ground, milled, screened, washed, or otherwise treated or prepared before its transmission
to a refinery or before any other wholesale or retail distribution. (ii) Agricultural commodity
processing operations include, by way of illustration but not of limitation, meat packing,
poultry slaughtering and dressing, processing and packaging farm and dairy products in
sealed containers for wholesale and retail distribution, feed grinding, grain milling, frozen
food processing, and grain handling, cleaning, blending, fumigation, drying and aeration
operations engaged in by grain elevators or other grain storage facilities. (iii) Manufacturing
or processing businesses do not include, by way of illustration but not of limitation, nonin-
dustrial businesses whose operations are primarily retail and that produce or process tangible
personal property as an incidental part of conducting the retail business, such as retailers
who bake, cook or prepare food products in the regular course of their retail trade, grocery
stores, meat lockers and meat markets that butcher or dress livestock or poultry in the
regular course of their retail trade, contractors who alter, service, repair or improve real
property, and retail businesses that clean, service or refurbish and repair tangible personal
property for its owner;

(E) ‘‘repair and replacement parts and accessories’’ means all parts and accessories for
exempt machinery and equipment, including, but not limited to, dies, jigs, molds, patterns
and safety devices that are attached to exempt machinery or that are otherwise used in
production, and parts and accessories that require periodic replacement such as belts, drill
bits, grinding wheels, grinding balls, cutting bars, saws, refractory brick and other refractory
items for exempt kiln equipment used in production operations;

(F) ‘‘primary’’ or ‘‘primarily’’ mean more than 50% of the time.
(3) For purposes of this subsection, machinery and equipment shall be deemed to be

used as an integral or essential part of an integrated production operation when used:
(A) To receive, transport, convey, handle, treat or store raw materials in preparation of

its placement on the production line;
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(B) to transport, convey, handle or store the property undergoing manufacturing or
processing at any point from the beginning of the production line through any warehousing
or distribution operation of the final product that occurs at the plant or facility;

(C) to act upon, effect, promote or otherwise facilitate a physical change to the property
undergoing manufacturing or processing;

(D) to guide, control or direct the movement of property undergoing manufacturing or
processing;

(E) to test or measure raw materials, the property undergoing manufacturing or proc-
essing or the finished product, as a necessary part of the manufacturer’s integrated produc-
tion operations;

(F) to plan, manage, control or record the receipt and flow of inventories of raw ma-
terials, consumables and component parts, the flow of the property undergoing manufac-
turing or processing and the management of inventories of the finished product;

(G) to produce energy for, lubricate, control the operating of or otherwise enable the
functioning of other production machinery and equipment and the continuation of produc-
tion operations;

(H) to package the property being manufactured or processed in a container or wrap-
ping in which such property is normally sold or transported;

(I) to transmit or transport electricity, coke, gas, water, steam or similar substances used
in production operations from the point of generation, if produced by the manufacturer or
processor at the plant site, to that manufacturer’s production operation; or, if purchased or
delivered from offsite, from the point where the substance enters the site of the plant or
facility to that manufacturer’s production operations;

(J) to cool, heat, filter, refine or otherwise treat water, steam, acid, oil, solvents or other
substances that are used in production operations;

(K) to provide and control an environment required to maintain certain levels of air
quality, humidity or temperature in special and limited areas of the plant or facility, where
such regulation of temperature or humidity is part of and essential to the production process;

(L) to treat, transport or store waste or other byproducts of production operations at
the plant or facility; or

(M) to control pollution at the plant or facility where the pollution is produced by the
manufacturing or processing operation.

(4) The following machinery, equipment and materials shall be deemed to be exempt
even though it may not otherwise qualify as machinery and equipment used as an integral
or essential part of an integrated production operation: (A) Computers and related periph-
eral equipment that are utilized by a manufacturing or processing business for engineering
of the finished product or for research and development or product design; (B) machinery
and equipment that is utilized by a manufacturing or processing business to manufacture
or rebuild tangible personal property that is used in manufacturing or processing operations,
including tools, dies, molds, forms and other parts of qualifying machinery and equipment;
(C) portable plants for aggregate concrete, bulk cement and asphalt including cement mixing
drums to be attached to a motor vehicle; (D) industrial fixtures, devices, support facilities
and special foundations necessary for manufacturing and production operations, and ma-
terials and other tangible personal property sold for the purpose of fabricating such fixtures,
devices, facilities and foundations. An exemption certificate for such purchases shall be
signed by the manufacturer or processor. If the fabricator purchases such material, the
fabricator shall also sign the exemption certificate; and (E) a manufacturing or processing
business’ laboratory equipment that is not located at the plant or facility, but that would
otherwise qualify for exemption under subsection (3)(E).

(5) ‘‘Machinery and equipment used as an integral or essential part of an integrated
production operation’’ shall not include:

(A) Machinery and equipment used for nonproduction purposes, including, but not
limited to, machinery and equipment used for plant security, fire prevention, first aid, ac-
counting, administration, record keeping, advertising, marketing, sales or other related ac-
tivities, plant cleaning, plant communications, and employee work scheduling;

(B) machinery, equipment and tools used primarily in maintaining and repairing any
type of machinery and equipment or the building and plant;
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(C) transportation, transmission and distribution equipment not primarily used in a pro-
duction, warehousing or material handling operation at the plant or facility, including the
means of conveyance of natural gas, electricity, oil or water, and equipment related thereto,
located outside the plant or facility;

(D) office machines and equipment including computers and related peripheral equip-
ment not used directly and primarily to control or measure the manufacturing process;

(E) furniture and other furnishings;
(F) buildings, other than exempt machinery and equipment that is permanently affixed

to or becomes a physical part of the building, and any other part of real estate that is not
otherwise exempt;

(G) building fixtures that are not integral to the manufacturing operation, such as utility
systems for heating, ventilation, air conditioning, communications, plumbing or electrical;

(H) machinery and equipment used for general plant heating, cooling and lighting;
(I) motor vehicles that are registered for operation on public highways; or
(J) employee apparel, except safety and protective apparel that is purchased by an em-

ployer and furnished gratuitously to employees who are involved in production or research
activities.

(6) Subsections (3) and (5) shall not be construed as exclusive listings of the machinery
and equipment that qualify or do not qualify as an integral or essential part of an integrated
production operation. When machinery or equipment is used as an integral or essential part
of production operations part of the time and for nonproduction purpose at other times,
the primary use of the machinery or equipment shall determine whether or not such ma-
chinery or equipment qualifies for exemption.

(7) The secretary of revenue shall adopt rules and regulations necessary to administer
the provisions of this subsection;

(ll) all sales of educational materials purchased for distribution to the public at no charge
by a nonprofit corporation organized for the purpose of encouraging, fostering and con-
ducting programs for the improvement of public health;

(mm) all sales of seeds and tree seedlings; fertilizers, insecticides, herbicides, germi-
cides, pesticides and fungicides; and services, purchased and used for the purpose of pro-
ducing plants in order to prevent soil erosion on land devoted to agricultural use;

(nn) except as otherwise provided in this act, all sales of services rendered by an ad-
vertising agency or licensed broadcast station or any member, agent or employee thereof;

(oo) all sales of tangible personal property purchased by a community action group or
agency for the exclusive purpose of repairing or weatherizing housing occupied by low
income individuals;

(pp) all sales of drill bits and explosives actually utilized in the exploration and produc-
tion of oil or gas;

(qq) all sales of tangible personal property and services purchased by a nonprofit mu-
seum or historical society or any combination thereof, including a nonprofit organization
which is organized for the purpose of stimulating public interest in the exploration of space
by providing educational information, exhibits and experiences, which is exempt from fed-
eral income taxation pursuant to section 501(c)(3) of the federal internal revenue code of
1986;

(rr) all sales of tangible personal property which will admit the purchaser thereof to any
annual event sponsored by a nonprofit organization which is exempt from federal income
taxation pursuant to section 501(c)(3) of the federal internal revenue code of 1986;

(ss) all sales of tangible personal property and services purchased by a public broad-
casting station licensed by the federal communications commission as a noncommercial
educational television or radio station;

(tt) all sales of tangible personal property and services purchased by or on behalf of a
not-for-profit corporation which is exempt from federal income taxation pursuant to section
501(c)(3) of the federal internal revenue code of 1986, for the sole purpose of constructing
a Kansas Korean War memorial;

(uu) all sales of tangible personal property and services purchased by or on behalf of
any rural volunteer fire-fighting organization for use exclusively in the performance of its
duties and functions;
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(vv) all sales of tangible personal property purchased by any of the following organiza-
tions which are exempt from federal income taxation pursuant to section 501 (c)(3) of the
federal internal revenue code of 1986, for the following purposes, and all sales of any such
property by or on behalf of any such organization for any such purpose:

(1) The American Heart Association, Kansas Affiliate, Inc. for the purposes of providing
education, training, certification in emergency cardiac care, research and other related serv-
ices to reduce disability and death from cardiovascular diseases and stroke;

(2) the Kansas Alliance for the Mentally Ill, Inc. for the purpose of advocacy for persons
with mental illness and to education, research and support for their families;

(3) the Kansas Mental Illness Awareness Council for the purposes of advocacy for per-
sons who are mentally ill and to education, research and support for them and their families;

(4) the American Diabetes Association Kansas Affiliate, Inc. for the purpose of elimi-
nating diabetes through medical research, public education focusing on disease prevention
and education, patient education including information on coping with diabetes, and pro-
fessional education and training;

(5) the American Lung Association of Kansas, Inc. for the purpose of eliminating all
lung diseases through medical research, public education including information on coping
with lung diseases, professional education and training related to lung disease and other
related services to reduce the incidence of disability and death due to lung disease;

(6) the Kansas chapters of the Alzheimer’s Disease and Related Disorders Association,
Inc. for the purpose of providing assistance and support to persons in Kansas with Alzhei-
mer’s disease, and their families and caregivers;

(7) the Kansas chapters of the Parkinson’s disease association for the purpose of elim-
inating Parkinson’s disease through medical research and public and professional education
related to such disease; and

(8) the National Kidney Foundation of Kansas and Western Missouri for the purpose
of eliminating kidney disease through medical research and public and private education
related to such disease;

(9) the heartstrings community foundation for the purpose of providing training, em-
ployment and activities for adults with developmental disabilities;

(10) the Cystic Fibrosis Foundation, Heart of America Chapter, for the purposes of
assuring the development of the means to cure and control cystic fibrosis and improving the
quality of life for those with the disease; and

(11) the spina bifida association of Kansas for the purpose of providing financial, edu-
cational and practical aid to families and individuals with spina bifida. Such aid includes,
but is not limited to, funding for medical devices, counseling and medical educational
opportunities;

(ww) all sales of tangible personal property purchased by the Habitat for Humanity for
the exclusive use of being incorporated within a housing project constructed by such
organization;

(xx) all sales of tangible personal property and services purchased by a nonprofit zoo
which is exempt from federal income taxation pursuant to section 501(c)(3) of the federal
internal revenue code of 1986, or on behalf of such zoo by an entity itself exempt from
federal income taxation pursuant to section 501(c)(3) of the federal internal revenue code
of 1986 contracted with to operate such zoo and all sales of tangible personal property or
services purchased by a contractor for the purpose of constructing, equipping, reconstruct-
ing, maintaining, repairing, enlarging, furnishing or remodeling facilities for any nonprofit
zoo which would be exempt from taxation under the provisions of this section if purchased
directly by such nonprofit zoo or the entity operating such zoo. Nothing in this subsection
shall be deemed to exempt the purchase of any construction machinery, equipment or tools
used in the constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities for any nonprofit zoo. When any nonprofit zoo shall contract
for the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities, it shall obtain from the state and furnish to the contractor
an exemption certificate for the project involved, and the contractor may purchase materials
for incorporation in such project. The contractor shall furnish the number of such certificate
to all suppliers from whom such purchases are made, and such suppliers shall execute
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invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the nonprofit zoo concerned a sworn statement, on a
form to be provided by the director of taxation, that all purchases so made were entitled to
exemption under this subsection. All invoices shall be held by the contractor for a period
of five years and shall be subject to audit by the director of taxation. If any materials pur-
chased under such a certificate are found not to have been incorporated in the building or
other project or not to have been returned for credit or the sales or compensating tax
otherwise imposed upon such materials which will not be so incorporated in the building
or other project reported and paid by such contractor to the director of taxation not later
than the 20th day of the month following the close of the month in which it shall be deter-
mined that such materials will not be used for the purpose for which such certificate was
issued, the nonprofit zoo concerned shall be liable for tax on all materials purchased for the
project, and upon payment thereof it may recover the same from the contractor together
with reasonable attorney fees. Any contractor or any agent, employee or subcontractor
thereof, who shall use or otherwise dispose of any materials purchased under such a certif-
icate for any purpose other than that for which such a certificate is issued without the
payment of the sales or compensating tax otherwise imposed upon such materials, shall be
guilty of a misdemeanor and, upon conviction therefor, shall be subject to the penalties
provided for in subsection (g) of K.S.A. 79-3615, and amendments thereto;

(yy) all sales of tangible personal property and services purchased by a parent-teacher
association or organization, and all sales of tangible personal property by or on behalf of
such association or organization;

(zz) all sales of machinery and equipment purchased by over-the-air, free access radio
or television station which is used directly and primarily for the purpose of producing a
broadcast signal or is such that the failure of the machinery or equipment to operate would
cause broadcasting to cease. For purposes of this subsection, machinery and equipment
shall include, but not be limited to, that required by rules and regulations of the federal
communications commission, and all sales of electricity which are essential or necessary for
the purpose of producing a broadcast signal or is such that the failure of the electricity would
cause broadcasting to cease;

(aaa) all sales of tangible personal property and services purchased by a religious or-
ganization which is exempt from federal income taxation pursuant to section 501(c)(3) of
the federal internal revenue code, and used exclusively for religious purposes, and all sales
of tangible personal property or services purchased by a contractor for the purpose of
constructing, equipping, reconstructing, maintaining, repairing, enlarging, furnishing or re-
modeling facilities for any such organization which would be exempt from taxation under
the provisions of this section if purchased directly by such organization. Nothing in this
subsection shall be deemed to exempt the purchase of any construction machinery, equip-
ment or tools used in the constructing, equipping, reconstructing, maintaining, repairing,
enlarging, furnishing or remodeling facilities for any such organization. When any such
organization shall contract for the purpose of constructing, equipping, reconstructing, main-
taining, repairing, enlarging, furnishing or remodeling facilities, it shall obtain from the state
and furnish to the contractor an exemption certificate for the project involved, and the
contractor may purchase materials for incorporation in such project. The contractor shall
furnish the number of such certificate to all suppliers from whom such purchases are made,
and such suppliers shall execute invoices covering the same bearing the number of such
certificate. Upon completion of the project the contractor shall furnish to such organization
concerned a sworn statement, on a form to be provided by the director of taxation, that all
purchases so made were entitled to exemption under this subsection. All invoices shall be
held by the contractor for a period of five years and shall be subject to audit by the director
of taxation. If any materials purchased under such a certificate are found not to have been
incorporated in the building or other project or not to have been returned for credit or the
sales or compensating tax otherwise imposed upon such materials which will not be so
incorporated in the building or other project reported and paid by such contractor to the
director of taxation not later than the 20th day of the month following the close of the month
in which it shall be determined that such materials will not be used for the purpose for
which such certificate was issued, such organization concerned shall be liable for tax on all
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materials purchased for the project, and upon payment thereof it may recover the same
from the contractor together with reasonable attorney fees. Any contractor or any agent,
employee or subcontractor thereof, who shall use or otherwise dispose of any materials
purchased under such a certificate for any purpose other than that for which such a certif-
icate is issued without the payment of the sales or compensating tax otherwise imposed upon
such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall be
subject to the penalties provided for in subsection (g) of K.S.A. 79-3615, and amendments
thereto. Sales tax paid on and after July 1, 1998, but prior to the effective date of this act
upon the gross receipts received from any sale exempted by the amendatory provisions of
this subsection shall be refunded. Each claim for a sales tax refund shall be verified and
submitted to the director of taxation upon forms furnished by the director and shall be
accompanied by any additional documentation required by the director. The director shall
review each claim and shall refund that amount of sales tax paid as determined under the
provisions of this subsection. All refunds shall be paid from the sales tax refund fund upon
warrants of the director of accounts and reports pursuant to vouchers approved by the
director or the director’s designee;

(bbb) all sales of food for human consumption by an organization which is exempt from
federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue code
of 1986, pursuant to a food distribution program which offers such food at a price below
cost in exchange for the performance of community service by the purchaser thereof;

(ccc) on and after July 1, 1999, all sales of tangible personal property and services
purchased by a primary care clinic or health center the primary purpose of which is to
provide services to medically underserved individuals and families, and which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code, and all sales of tangible personal property or services purchased by a contractor for
the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any such clinic or center which would be exempt from
taxation under the provisions of this section if purchased directly by such clinic or center.
Nothing in this subsection shall be deemed to exempt the purchase of any construction
machinery, equipment or tools used in the constructing, equipping, reconstructing, main-
taining, repairing, enlarging, furnishing or remodeling facilities for any such clinic or center.
When any such clinic or center shall contract for the purpose of constructing, equipping,
reconstructing, maintaining, repairing, enlarging, furnishing or remodeling facilities, it shall
obtain from the state and furnish to the contractor an exemption certificate for the project
involved, and the contractor may purchase materials for incorporation in such project. The
contractor shall furnish the number of such certificate to all suppliers from whom such
purchases are made, and such suppliers shall execute invoices covering the same bearing
the number of such certificate. Upon completion of the project the contractor shall furnish
to such clinic or center concerned a sworn statement, on a form to be provided by the
director of taxation, that all purchases so made were entitled to exemption under this sub-
section. All invoices shall be held by the contractor for a period of five years and shall be
subject to audit by the director of taxation. If any materials purchased under such a certif-
icate are found not to have been incorporated in the building or other project or not to have
been returned for credit or the sales or compensating tax otherwise imposed upon such
materials which will not be so incorporated in the building or other project reported and
paid by such contractor to the director of taxation not later than the 20th day of the month
following the close of the month in which it shall be determined that such materials will not
be used for the purpose for which such certificate was issued, such clinic or center concerned
shall be liable for tax on all materials purchased for the project, and upon payment thereof
it may recover the same from the contractor together with reasonable attorney fees. Any
contractor or any agent, employee or subcontractor thereof, who shall use or otherwise
dispose of any materials purchased under such a certificate for any purpose other than that
for which such a certificate is issued without the payment of the sales or compensating tax
otherwise imposed upon such materials, shall be guilty of a misdemeanor and, upon con-
viction therefor, shall be subject to the penalties provided for in subsection (g) of K.S.A.
79-3615, and amendments thereto;
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(ddd) on and after January 1, 1999, and before January 1, 2000, all sales of materials
and services purchased by any class II or III railroad as classified by the federal surface
transportation board for the construction, renovation, repair or replacement of class II or
III railroad track and facilities used directly in interstate commerce. In the event any such
track or facility for which materials and services were purchased sales tax exempt is not
operational for five years succeeding the allowance of such exemption, the total amount of
sales tax which would have been payable except for the operation of this subsection shall
be recouped in accordance with rules and regulations adopted for such purpose by the
secretary of revenue;

(eee) on and after January 1, 1999, and before January 1, 2001, all sales of materials
and services purchased for the original construction, reconstruction, repair or replacement
of grain storage facilities, including railroad sidings providing access thereto;

(fff) all sales of material handling equipment, racking systems and other related ma-
chinery and equipment that is used for the handling, movement or storage of tangible
personal property in a warehouse or distribution facility in this state; all sales of installation,
repair and maintenance services performed on such machinery and equipment; and all sales
of repair and replacement parts for such machinery and equipment. For purposes of this
subsection, a warehouse or distribution facility means a single, fixed location that consists
of buildings or structures in a contiguous area where storage or distribution operations are
conducted that are separate and apart from the business’ retail operations, if any, and which
do not otherwise qualify for exemption as occurring at a manufacturing or processing plant
or facility. Material handling and storage equipment shall include aeration, dust control,
cleaning, handling and other such equipment that is used in a public grain warehouse or
other commercial grain storage facility, whether used for grain handling, grain storage, grain
refining or processing, or other grain treatment operation; and

(ggg) all sales of tangible personal property and services purchased by or on behalf of
the Kansas Academy of Science which is exempt from federal income taxation pursuant to
section 501(c)(3) of the federal internal revenue code of 1986, and used solely by such
academy for the preparation, publication and dissemination of education materials; and

(hhh) all sales of tangible personal property and services purchased by or on behalf of
all domestic violence shelters that are member agencies of the Kansas coalition against sexual
and domestic violence.

Sec. 9. K.S.A. 2003 Supp. 79-3607 is hereby amended to read as follows: 79-3607. (a)
Retailers shall make returns to the director at the times prescribed by this section upon
forms prescribed and furnished by the director stating: (1) The name and address of the
retailer; (2) the total amount of gross sales of all tangible personal property and taxable
services rendered by the retailer during the period for which the return is made; (3) the
total amount received during the period for which the return is made on charge and time
sales of tangible personal property made and taxable services rendered prior to the period
for which the return is made; (4) deductions allowed by law from such total amount of gross
sales and from total amount received during the period for which the return is made on
such charge and time sales; (5) receipts during the period for which the return is made from
the total amount of sales of tangible personal property and taxable services rendered during
such period in the course of such business, after deductions allowed by law have been made;
(6) receipts during the period for which the return is made from charge and time sales of
tangible personal property made and taxable services rendered prior to such period in the
course of such business, after deductions allowed by law have been made; (7) gross receipts
during the period for which the return is made from sales of tangible personal property and
taxable services rendered in the course of such business upon the basis of which the tax is
imposed. The return shall include such other pertinent information as the director may
require. In making such return, the retailer shall determine the market value of any consid-
eration, other than money, received in connection with the sale of any tangible personal
property in the course of the business and shall include such value in the return. Such value
shall be subject to review and revision by the director as hereinafter provided. Refunds
made by the retailer during the period for which the return is made on account of tangible
personal property returned to the retailer shall be allowed as a deduction under subdivision
(4) of this section in case the retailer has theretofore included the receipts from such sale
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in a return made by such retailer and paid taxes therein imposed by this act. The retailer
shall, at the time of making such return, pay to the director the amount of tax herein
imposed, except as otherwise provided in this section. The director may extend the time for
making returns and paying the tax required by this act for any period not to exceed 60 days
under such rules and regulations as the secretary of revenue may prescribe. When the total
tax for which any retailer is liable under this act, does not exceed the sum of $80 in any
calendar year, the retailer shall file an annual return on or before January 25 of the following
year. When the total tax liability does not exceed $1,600 $3,200 in any calendar year, the
retailer shall file returns quarterly on or before the 25th day of the month following the end
of each calendar quarter. When the total tax liability exceeds $1,600 $3,200 in any calendar
year, the retailer shall file a return for each month on or before the 25th day of the following
month. When the total tax liability exceeds $32,000 in any calendar year, the retailer shall
be required to pay the sales tax liability for the first 15 days of each month to the director
on or before the 25th day of that month. Any such payment shall accompany the return
filed for the preceding month. A retailer will be considered to have complied with the
requirements to pay the first 15 days’ liability for any month if, on or before the 25th day
of that month, the retailer paid 90% of the liability for that fifteen-day period, or 50% of
such retailer’s liability in the immediate preceding calendar year for the same month as the
month in which the fifteen-day period occurs computed at the rate applicable in the month
in which the fifteen-day period occurs, and, in either case, paid any underpayment with the
payment required on or before the 25th day of the following month. Such retailers shall pay
their sales tax liabilities for the remainder of each such month at the time of filing the return
for such month. Determinations of amounts of liability in a calendar year for purposes of
determining filing requirements shall be made by the director upon the basis of amounts
of liability by those retailers during the preceding calendar year or by estimates in cases of
retailers having no previous sales tax histories. The director is hereby authorized to modify
the filing schedule for any retailer when it is apparent that the original determination was
inaccurate.

(b) All model 1, model 2 and model 3 sellers are required to file returns electronically.
Any model 1, model 2 or model 3 seller may submit its sales and use tax returns in a
simplified format approved by the director. Any seller that is registered under the agree-
ment, which does not have a legal requirement to register in this state, and is not a model
1, model 2 or model 3 seller, may submit its sales and use tax returns as follows: (1) Upon
registration, the director shall provide to the seller the returns required;

(2) seller shall file a return anytime within one year of the month of initial registration,
and future returns are required on an annual basis in succeeding years; and

(3) in addition to the returns required in subsection (b)(2), sellers are required to submit
returns in the month following any month in which they have accumulated state and local
sales tax funds for this state in the amount of $1,600 or more.

Sec. 10. K.S.A. 79-4508 is hereby amended to read as follows: 79-4508. (a) Commenc-
ing in the tax year beginning after December 31, 2003, the amount of any claim pursuant
to this act shall be computed by deducting the amount computed under column (2) from
the amount of claimant’s property tax accrued and/or rent constituting property tax accrued.

(1) (2)
Claimants household

income
Deduction from property tax accrued

and/or rent constituting
At least But not more than property tax accrued

$0 $3,000 $0
3,001 4,000 12%
4,001 25,000 26,300 12% plus 4% of every $1,000,

or fraction thereof, of
income in excess of $4,001

(b) The director of taxation shall prepare a table under which claims under this act shall
be determined. The amount of claim for each bracket shall be computed only to the nearest
$1.
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(c) The claimant may elect not to record the amount claimed on the claim. The claim
allowable to persons making this election shall be computed by the department which shall
notify the claimant by mail of the amount of the allowable claim.

Sec. 11. K.S.A. 2003 Supp. 82a-2101 is hereby amended to read as follows: 82a-2101.
(a) On and after January 1, 2002, there is hereby imposed a clean drinking water fee at the
rate of $.03 per 1,000 gallons of water sold at retail by a public water supply system and
delivered through mains, lines or pipes. Such fee shall be paid, administered, enforced and
collected in the manner provided for the fee imposed by subsection (a)(1) of K.S.A. 82a-
954, and amendments thereto. The price to the consumer of water sold at retail by any such
system shall not include the amount of such fee.

(b) (1) A public water supply system may elect to opt out of the fee imposed by this
section by notifying, before October 1, 2001, the Kansas water office and the department
of revenue of the election to opt out. Except as provided by subsection (b)(2), such election
shall be irrevocable. Such public water supply system shall continue to pay all applicable
sales tax on direct and indirect purchases of tangible personal property and services pur-
chased by such system.

(2) On and after January 1, 2005, any public water supply system which elected to opt
out of the fee imposed by subsection (a) may elect to collect such fee as provided by subsection
(a) and direct and indirect purchases of tangible personal property and services by such
system shall be exempt from sales tax as provided by K.S.A. 79-3606, and amendments
thereto. Such election shall be irrevocable.

(c) The director of taxation shall remit to the state treasurer in accordance with the
provisions of K.S.A. 75-4215, and amendments thereto, all moneys received or collected
from the fee imposed pursuant to this section. Upon receipt thereof, the state treasurer
shall deposit the entire amount in the state treasury and credit 5⁄98 thereof 5⁄106 to the state
highway fund and the remainder to the state general fund.

New Sec. 12. (a) In accordance with the provisions of section 1 of article 11 of the
Kansas constitution, all wireless communication towers, broadcast towers, antenna and relay
sites, except public utility property valued and assessed pursuant to K.S.A. 79-5a01 et seq.,
and amendments thereto, are hereby defined as commercial and industrial machinery and
equipment, and shall be classified for property tax purposes as tangible personal property
within subclass 5 of class 2 of section 1 of article 11 of the Kansas constitution. All such
property shall be valued in accordance with the provisions of subsection (b)(2)(E) of K.S.A.
79-1439, and amendments thereto.

(b) The provisions of this section shall apply to all taxable years commencing after
December 31, 2002.

New Sec. 13. (a) (1) For any foreign or domestic for profit corporation, or professional
corporation or association, duly registered and authorized to do business in Kansas by the
secretary of state and which has taxable equity attributable to Kansas of $100,000 or more,
such entity shall pay an annual franchise tax to the secretary of revenue at the rate of .125%
of such entity’s taxable equity attributable to Kansas, except that such annual franchise tax
for any such entity shall not exceed $20,000.

(2) For any foreign or domestic limited liability company, foreign or domestic limited
partnership or foreign or domestic limited liability partnership duly registered and author-
ized to do business in Kansas by the secretary of state and which has net capital accounts
located or used in this state at the end of the preceding taxable year as required to be
reported on the federal partnership return of income of $100,000 or more, such entity shall
pay an annual franchise tax to the secretary of revenue at the rate of .125% of the net capital
accounts located in or used in this state at the end of the preceding taxable year as required
to be reported on the federal partnership return of income, or for a one-member LLC taxed
as a sole proprietorship which has net book value of the LLC as calculated on an income
tax basis located in or used in this state at the end of the preceding taxable year of $100,000
or more, .125% of net book value of the LLC as calculated on an income tax basis located
in or used in this state at the end of the preceding taxable year, except that such annual
franchise tax for any such entity shall not exceed $20,000.

(3) For any business trust duly registered and authorized to do business in Kansas by
the secretary of state which has corpus as shown on its balance sheet at the end of the
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preceding taxable year as required to be reported to the secretary of revenue of $100,000
or more, such entity shall pay an annual franchise tax to the secretary of revenue at the rate
of .125% of the corpus as shown on its balance sheet at the end of the preceding taxable
year as required to be reported to the secretary of revenue or in the case of a foreign business
trust which has a corpus which is located in or which it uses or intends to use in this state
as shown on its balance sheet at the end of the preceding taxable year as required to be
reported to the secretary of revenue of $100,000 or more, .125% of that portion of the
corpus which is located in or which it uses or intends to use in this state as shown on its
balance sheet at the end of the preceding taxable year as required to be reported to the
secretary of revenue, except that the annual franchise tax for any such entity shall not exceed
$20,000. Such balance sheet shall be as of the end of the tax period, certified by the trustee,
fairly and truly reflecting the trust assets and liabilities and specifically setting out its corpus,
and, in the case of a foreign business trust, fairly and truly reflecting an allocation of its
moneys and other assets as between those located, used or to be used, in this state and those
located, used or to be used elsewhere.

(b) (1) Every corporation or association, business trust, limited liability company, lim-
ited partnership or limited liability partnership subject to taxation under this act, regardless
of whether such entity has a franchise tax liability, shall make a return, stating specifically
such information as may be required by the forms, rules and regulations of the secretary of
revenue, which return shall include a balance sheet listing all assets and liabilities as of the
end of the tax year, as reported in the federal income tax return on form 1120 or, if no such
federal return is required to be filed, such balance sheet information as otherwise required
by the secretary, and such further information showing the allocation or apportionment
calculations in computing the amount of the franchise tax. The return of a corporation or
association shall be signed by the president, vice-president, treasurer, assistant treasurer,
chief accounting officer or any other officer so authorized to act. The fact that an individual’s
name is signed on a return shall be prima facie evidence that such individual is authorized
to sign such return on behalf of such corporation. In cases where receivers, trustees in
bankruptcy or assignees are operating the property or business of corporations, such re-
ceivers, trustees, or assignees shall make returns for such corporations in the same manner
and form as corporations are required to make returns. Any tax due on the basis of such
returns shall be collected in the same manner as if collected from the corporation for which
the return is made. The returns of a limited liability partnership shall be signed by a partner
of the limited liability partnership. The returns of a limited liability company shall be signed
by a member of the limited liability company.

(2) All returns shall be filed in the office of the director of taxation on or before the
15th day of the fourth month following the close of the taxable year, except as provided in
subsection (b) (3).

(3) The director of taxation may grant a reasonable extension of time for filing returns
in accordance with rules and regulations of the secretary of revenue. Whenever any such
extension of time to file is requested by a taxpayer and granted by the director, no penalty
authorized by K.S.A. 79-3228, and amendments thereto, shall be imposed if 90% of the
liability is paid on or before the original due date.

(c) (1) All taxes imposed under the provisions of the Kansas franchise tax act shall be
paid on the 15th day of the fourth month following the close of the taxable year. When the
tax as shown to be due on a return is less than $5, such tax shall be canceled and no payment
need be remitted by the taxpayer.

(2) The director of taxation may extend the time for payment of the tax, or any install-
ment thereof, for a reasonable period of time not to exceed six months from the date fixed
for payment thereof. Such extension may exceed six months in the case of a taxpayer who
is abroad. Interest shall be charged at the rate prescribed by K.S.A. 79-2968, and amend-
ments thereto, for the period of such extension.

(d) The provisions of K.S.A. 79-3226, 79-3228, 79-3228a, 79-3229, 79-3230, 79-3233,
79-3233a, 79-3233b, 79-3233g, 79-3233h, 79-3233i, 79-3234, 79-3235 and 79-3236, and
amendments thereto, shall apply to the administration and enforcement of this section.

(e) All taxes paid pursuant to the provisions of this act shall be rounded off to the nearest
$1, and unless other disposition is specifically provided by law, the taxes collected under
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the provisions of this act and all overpayments which may not be refunded under this section
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 the state general fund. The
secretary of revenue shall not refund any overpayment of franchise taxes which is equal to
$5 or less, shall not credit any domestic corporation or foreign corporation, association,
business trust, limited liability company, limited partnership or limited liability partnership
with any amount which may not be refunded under this section, and shall not require
reimbursement for any underpayment of franchise taxes which is less than $5. Franchise
tax refunds shall be paid to the claimant from the income tax refund fund upon warrants of
the director of accounts and reports pursuant to vouchers approved by the director of
taxation, but no warrant issued hereunder shall be drawn in an amount less than $5. No
interest shall be allowed on any payment made to a claimant pursuant to this act.

(f) As used in this section: (1) ‘‘Act’’ means the Kansas franchise tax act;
(2) ‘‘net book value as calculated on an income tax basis located in or used in this state’’

means the net book value of a limited liability company multiplied by a percentage which
is the average of the following three percentages: (A) The average value of the limited
liability company’s real and tangible personal property owned or rented and used in this
state during the next preceding tax period divided by the average total value of the limited
liability company’s real and tangible personal property owned or rented and used during
the next preceding tax period; (B) the total amount of compensation paid by the limited
liability company in this state during the next preceding tax period divided by the total
amount of compensation paid everywhere by the limited liability company during the next
preceding tax period; and (C) the total sales of the limited liability company in this state
during the next preceding tax period divided by the total sales of the limited liability company
everywhere during the next preceding tax period. If a limited liability company has no real
and tangible property owned or rented and used, compensation paid or sales made for the
preceding tax period, then the average percentage shall be determined by using only those
percentages for property, compensation and sales which reflect property or activity;

(3) ‘‘net capital accounts located in or used in this state’’ means the net capital accounts
of a limited partnership or limited liability partnership as stated on the federal income tax
return multiplied by a percentage which is the average of the following three percentages:
(A) The average value of such entity’s real and tangible personal property owned or rented
and used in this state during the next preceding tax period divided by the average total value
of such entity’s real and tangible personal property owned or rented and used during the
next preceding tax period; (B) the total amount of compensation paid by such entity in this
state during the next preceding tax period divided by the total amount of compensation paid
everywhere by such entity during the next preceding tax period; and (C) the total sales of
such entity in this state during the next preceding tax period divided by the total sales of
such entity everywhere during the next preceding tax period. If such entity has no real and
tangible personal property owned or rented and used, compensation paid or sales made for
the preceding tax period, then the average percentage shall be determined by using only
those percentages for property, compensation and sales which reflect property or activity;

(4) ‘‘shareholder’s equity’’ means the sum of: (1) Paid-in capital stock, except that paid-
in capital stock shall not include any capital stock issued by a corporation and reacquired
by such corporation through gift, purchase or otherwise and available for resale or retire-
ment; (2) capital paid in, in excess of par; and (3) retained earnings, all as stated on such
corporation’s federal income tax return;

(5) ‘‘shareholder’s equity attributable to Kansas’’ means the shareholder’s equity of a
corporation multiplied by a percentage which is the average of the following three per-
centages: (A) The average value of the corporation’s real and tangible personal property
owned or rented and used in this state during the next preceding tax period divided by the
average total value of the corporation’s real and tangible personal property owned or rented
and used during the next preceding tax period; (B) the total amount of compensation paid
by the corporation in this state during the next preceding tax period divided by the total
amount of compensation paid everywhere by the corporation during the next preceding tax
period; and (C) the total sales of the corporation in this state during the next preceding tax
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period divided by the total sales of the corporation everywhere during the next preceding
tax period. If a corporation has no real and tangible personal property owned or rented and
used, compensation paid or sales made for the preceding tax period, then the average per-
centage shall be determined by using only those percentages for property, compensation
and sales which reflect property or activity; and

(6) ‘‘taxable equity attributable to Kansas’’ means shareholder’s equity attributable to
Kansas.

(g) The provisions of this section shall apply to all tax years commencing after December
31, 2003.

(h) The provisions of this section shall be known and may be cited as the Kansas fran-
chise tax act.

Sec. 14. K.S.A. 17-1513 is hereby amended to read as follows: 17-1513. Each corpo-
ration organized under the provisions of this act shall make an annual report to the secretary
of state, and pay the annual franchise tax fee, as prescribed by K.S.A. 17-7503 and amend-
ments thereto.

Sec. 15. K.S.A. 17-1618 is hereby amended to read as follows: 17-1618. Each associa-
tion formed under this act, or acts amendatory thereto, shall prepare and make an annual
report to the secretary of state, and pay the annual franchise tax fee, as prescribed by K.S.A.
17-7504 and amendments thereto, except that the report shall be filed at the time prescribed
by law for filing the association’s annual Kansas income tax return. If any such association
shall apply for an extension of time for filing its annual income tax return pursuant to the
internal revenue code or subsection (c) of K.S.A. 79-3221 and amendments thereto, such
association shall also apply, not more than 90 days after the due date of its annual report,
to the secretary of state for an extension of time for filing the annual report. Such application
for an extension of time for filing the annual report shall include a copy of the application
for extension for filing its annual income tax return filed pursuant to the internal revenue
code or K.S.A. 79-3221 and amendments thereto.

Sec. 16. K.S.A. 2003 Supp. 17-2036 is hereby amended to read as follows: 17-2036.
Every business trust shall make an annual report in writing to the secretary of state, showing
its financial condition at the close of business on the last day of its tax period under the
Kansas income tax act next preceding the date of filing, but if a business trust’s tax period
is other than the calendar year, it shall give notice thereof to the secretary of state prior to
December 31 of the year it commences such tax period. The reports shall be made on forms
provided by the secretary of state and shall be filed at the time prescribed by law for filing
the business trust’s annual Kansas income tax return, except that if any such business trust
shall receive an extension of time for filing its annual income tax return from the internal
revenue service or pursuant to subsection (c) of K.S.A. 79-3221, and amendments thereto,
the time for filing the report hereunder shall be extended, correspondingly, upon filing with
the secretary of state a copy of the extension granted by the internal revenue service or the
director of taxation. The report shall contain the following:

(a) Executed copies of all amendments to the instrument by which the business trust
was created, or to prior amendments thereto, which have been adopted and have not there-
tofore been filed under K.S.A. 17-2033, and amendments thereto, and accompanied by the
fee prescribed therein for each such amendment;

(b) a verified list of the names and addresses of its trustees as of the end of its tax period;
and

(c) a balance sheet as of the end of its tax period, certified by the trustee, fairly and
truly reflecting its assets and liabilities and specifically setting out its corpus, and, in the
case of a foreign business trust, fairly and truly reflecting an allocation of its moneys and
other assets as between those located, used, or to be used in this state and those located,
used or to be used elsewhere.

At the time of filing its annual report, the business trust shall pay to the secretary of state
an annual franchise tax fee in an amount equal to $2 for each $1,000 of its corpus as shown
by its balance sheet, or, in the case of a foreign business trust, in an amount equal to $2 for
each $1,000 of that portion of its corpus which is located in or which it uses or intends to
use in this state as shown by its balance sheet, except that in any case no such tax shall be
less than $40 nor more than $5,000 $40.
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The failure of any domestic or foreign business trust to file its annual report and pay its
annual franchise tax fee within 90 days from the date on which they are due, as aforesaid,
shall work a forfeiture of its authority to transact business in this state and all of the remedies,
procedures, and penalties specified in K.S.A. 17-7509 and 17-7510, and amendments
thereto, with respect to a corporation which fails to file its annual report or pay its annual
franchise tax fee within 90 days after they are due, shall be applicable to such business trust.

Sec. 17. K.S.A. 2003 Supp. 17-2718 is hereby amended to read as follows: 17-2718. (a)
Each professional corporation organized under the laws of this state shall file with the
secretary of state an annual report in writing and a copy or duplicate thereof, stating the
prescribed information concerning the corporation at the close of business on the last day
of its tax period next preceding the date of filing, but if any such corporation’s tax period is
other than the calendar year it shall give notice thereof to the secretary of state prior to
December 31 of the year it commences such tax period. The report shall be filed at the
time prescribed by law for filing the corporation’s annual Kansas income tax return, except
that such corporation may apply to the secretary of state not more than 90 days after the
due date of its annual report for an extension of the time for filing the report, and an
extension shall be granted for a period of time corresponding to that granted under the
internal revenue code or K.S.A. 79-3221, and amendments thereto. The report shall be
made on a form provided by the secretary of state, containing the following information:

(1) The names and residence addresses of all officers, directors and shareholders of the
professional corporation;

(2) a statement that each officer, director and shareholder is or is not a qualified person
as defined in K.S.A. 17-2707, and amendments thereto, and setting forth the date on which
any shares of the corporation were no longer owned by a qualified person; and

(3) the amount of capital stock issued.
(b) The report shall be signed by its president, secretary, treasurer or other officer duly

authorized so to act, or by any two of its directors, or by an incorporator in the event its
board of directors shall not have been elected. The fact that an individual’s name is signed
on such report shall be prima facie evidence that such individual is authorized to sign the
report on behalf of the corporation; however, the official title or position of the individual
signing the report shall be designated. This report will be dated and subscribed by the person
as true, under penalty of perjury. The copy of the annual report or the duplicate original
copy of the annual report shall be forwarded to the regulatory board which licenses the
shareholders described in the report. At the time of filing its annual report, each professional
corporation shall pay the annual franchise tax fee prescribed by K.S.A. 17-7503, and amend-
ments thereto.

Sec. 18. K.S.A. 2003 Supp. 17-4634 is hereby amended to read as follows: 17-4634. (a)
Every corporation organized under the electric cooperative act of this state shall make an
annual report in writing to the secretary of state, showing the financial condition of the
corporation at the close of business on the last day of its tax period next preceding the date
of filing, but if any such corporation’s tax period is other than the calendar year, it shall give
notice thereof to the secretary of state prior to December 31 of the year it commences such
tax period. The report shall be filed on or before the fifteenth day of the fourth month
following the close of the tax year of the electric cooperative. An extension for filing the
annual report may be granted upon the filing of a written application with the secretary of
state prior to the due date of the report, except that no such extension may be granted for
a period of more than ninety (90) 90 days. The report shall be made on a form provided by
the secretary of state, containing the following information:

(1) The name of the corporation;
(2) the location of the principal office;
(3) the name of the president, secretary and treasurer and the names of directors with

the residence address of each;
(4) the number of memberships issued;
(5) a balance sheet showing the financial condition of the corporation at the close of

business on the last day of its tax period next preceding the date of filing; and
(6) the change or changes, if any, in the particulars made since the last annual report.
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(b) Such reports shall be signed by the president, vice-president or secretary of the
corporation, sworn to before an officer duly authorized to administer oaths and forwarded
to the secretary of state. At the time of filing such annual report, each such corporation
shall pay an annual franchise tax of fee in an amount equal to $40.

Sec. 19. K.S.A. 2003 Supp. 17-4677 is hereby amended to read as follows: 17-4677. (a)
Every cooperative organized under the renewable energy electric generation cooperative
act shall make an annual report in writing to the secretary of state, showing the financial
condition of the cooperative at the close of business on the last day of its tax period next
preceding the date of filing, but if any such cooperative’s tax period is other than the calendar
year, it shall give notice thereof to the secretary of state prior to December 31 of the year
it commences such tax period. The report shall be filed on or before the 15th day of the
fourth month following the close of the tax year of the electric cooperative. An extension
for filing the annual report may be granted upon the filing of a written application with the
secretary of state prior to the due date of the report, except that no such extension may be
granted for a period of more than 90 days. The report shall be made on a form provided by
the secretary of state, containing the following information:

(1) The name of the cooperative;
(2) the location of the principal office of the cooperative;
(3) the names and addresses of the president, secretary, treasurer and directors of the

cooperative;
(4) the number of members of the cooperative;
(5) a balance sheet showing the financial condition of the cooperative at the close of

business on the last day of its tax period next preceding the date of filing; and
(6) the change or changes, if any, in the particulars made since the last annual report.
(b) The annual report shall be signed by the president, vice-president or secretary of

the cooperative, sworn to before an officer duly authorized to administer oaths, and for-
warded to the secretary of state. At the time of filing such annual report, the cooperative
shall pay an annual franchise tax of $20 fee in an amount equal to $40.

Sec. 20. K.S.A. 2003 Supp. 17-7503 is hereby amended to read as follows: 17-7503. (a)
Every domestic corporation organized for profit shall make an annual report in writing to
the secretary of state, stating the prescribed information concerning the corporation at the
close of business on the last day of its tax period next preceding the date of filing, but if a
corporation’s tax period is other than the calendar year, it shall give notice thereof to the
secretary of state prior to December 31 of the year it commences such tax period. The
reports shall be made on forms prescribed by the secretary of state. The report shall be
filed at the time prescribed by law for filing the corporation’s annual Kansas income tax
return, except that if any such corporation shall apply for an extension of time for filing its
annual income tax return under the internal revenue service or under subsection (c) of
K.S.A. 79-3221, and amendments thereto, such corporation shall also apply, not more than
90 days after the due date of its annual report, to the secretary of state for an extension of
the time for filing the report and an extension shall be granted for a period of time corre-
sponding to that granted under the internal revenue code or K.S.A. 79-3221, and amend-
ments thereto. Such application shall include a copy of the application to income tax au-
thorities. The report shall contain the following information:

(1) The name of the corporation;
(2) the location of the principal office;
(3) the names of the president, secretary, treasurer and members of the board of di-

rectors, with the residence address of each;
(4) the number of shares of capital stock issued and the amount of capital stock paid

up;
(5) the nature and kind of business in which the corporation is engaged; and
(6) a list of stockholders owning at least 5% of the capital stock of the corporation, with

the post office address of each.
(b) Every corporation subject to the provisions of this section which holds agricultural

land, as defined in K.S.A. 17-5903, and amendments thereto, within this state shall show
the following additional information on the report:
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(1) The acreage and location listed by section, range, township and county of each lot,
tract or parcel of agricultural land in this state owned or leased by or to the corporation;

(2) the purposes for which such agricultural land is owned or leased and, if leased, to
whom such agricultural land is leased;

(3) the value of the nonagricultural assets and the agricultural assets, stated separately,
owned and controlled by the corporation both within and without the state of Kansas and
where situated;

(4) the total number of stockholders of the corporation;
(5) the number of acres owned or operated by the corporation, the number of acres

leased by the corporation and the number of acres leased to the corporation;
(6) the number of acres of agricultural land, held and reported in each category under

provision (5), state separately, being irrigated; and
(7) whether any of the agricultural land held and reported under this subsection was

acquired after July 1, 1981.
(c) The report shall be signed by its president, secretary, treasurer or other officer duly

authorized so to act, or by any two of its directors, or by an incorporator in the event its
board of directors shall not have been elected. The fact that an individual’s name is signed
on such report shall be prima facie evidence that such individual is authorized to sign the
report on behalf of the corporation; however, the official title or position of the individual
signing the report shall be designated. This report will be dated and subscribed by the person
as true, under penalty of perjury. At the time of filing such annual report it shall be the duty
of each domestic corporation organized for profit to pay to the secretary of state an annual
franchise tax fee in an amount equal to $2 for each $1,000 of the corporation’s shareholder’s
equity attributable to Kansas, except that no such tax shall be less than $40 or more than
$5,000. The amount of any such franchise tax paid by the corporation to the secretary as
provided by this subsection shall not be disclosed by the secretary $40.

Sec. 21. K.S.A. 2003 Supp. 17-7504 is hereby amended to read as follows: 17-7504. (a)
Every corporation organized not for profit shall make an annual report in writing to the
secretary of state, stating the prescribed information concerning the corporation at the close
of business on the last day of its tax period next preceding the date of filing, but if a cor-
poration’s tax period is other than the calendar year, it shall give notice thereof to the
secretary of state prior to December 31 of the year it commences such tax period. The
reports shall be made on forms prescribed by the secretary of state. The report shall be
filed on the 15th day of the sixth month following the close of the taxable year, except that
such corporation may apply to the secretary of state not more than 90 days after the due
date of its annual report for an extension of the time for filing the report, and an extension
shall be granted for a period of time corresponding to that granted under the internal
revenue code or K.S.A. 79-3221, and amendments thereto. The report shall contain the
following information:

(1) The name of the corporation;
(2) the location of the principal office;
(3) the names of the president, secretary and treasurer, and the members of the board

of directors, with the residence address of each;
(4) the number of memberships or the number of shares of capital stock issued and the

amount of capital stock paid up.
(b) Every corporation subject to the provisions of this section which holds agricultural

land, as defined in K.S.A. 17-5903, and amendments thereto, within this state shall show
the following additional information on the report:

(1) The acreage and location listed by section, range, township and county of each lot,
tract or parcel of agricultural land in this state owned or leased by or to the corporation;

(2) the purposes for which such agricultural land is owned or leased and, if leased, to
whom such agricultural land is leased;

(3) the value of the nonagricultural assets and the agricultural assets, stated separately,
owned and controlled by the corporation both within and without the state of Kansas and
where situated;

(4) the total number of stockholders of the corporation;
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(5) the number of acres owned or operated by the corporation, the number of acres
leased by the corporation and the number of acres leased to the corporation;

(6) the number of acres of agricultural land, held and reported in each category under
paragraph (5) of this subsection (b), stated separately, being irrigated; and

(7) whether any of the agricultural land held and reported under this subsection was
acquired after July 1, 1981.

(c) The report shall be signed by its president, secretary, treasurer or other officer duly
authorized so to act, or by any two of its directors, or by an incorporator in the event its
board of directors shall not have been elected. The fact that an individual’s name is signed
on such report shall be prima facie evidence that such individual is authorized to sign the
report on behalf of the corporation; however, the official title or position of the individual
signing the report shall be designated. This report will be dated and subscribed by the person
as true, under penalty of perjury. At the time of filing such report, each nonprofit corporation
shall pay an annual privilege franchise fee of $40 in an amount equal to $40 for all tax years
commencing after December 31, 2001 2003.

Sec. 22. K.S.A. 2003 Supp. 17-7505 is hereby amended to read as follows: 17-7505. (a)
Every foreign corporation organized for profit, or organized under the cooperative type
statutes of the state, territory or foreign country of incorporation, now or hereafter doing
business in this state, and owning or using a part or all of its capital in this state, and subject
to compliance with the laws relating to the admission of foreign corporations to do business
in Kansas, shall make an annual report in writing to the secretary of state, stating the pre-
scribed information concerning the corporation at the close of business on the last day of
its tax period next preceding the date of filing, but if a corporation operates on a fiscal year
other than the calendar year it shall give written notice thereof to the secretary of state prior
to December 31 of the year commencing such fiscal year. The report shall be made on a
form prescribed by the secretary of state. The report shall be filed at the time prescribed
by law for filing the corporation’s annual Kansas income tax return, except that if any such
corporation shall apply for an extension of time for filing its annual income tax return under
the internal revenue service or under subsection (c) of K.S.A. 79-3221, and amendments
thereto, such corporation shall also apply, not more than 90 days after the due date of its
annual report, to the secretary of state for an extension of the time for filing the report and
an extension shall be granted for a period of time corresponding to that granted under the
internal revenue code or K.S.A. 79-3221, and amendments thereto. Such application shall
include a copy of the application to income tax authorities. The report shall contain the
following facts:

(1) The name of the corporation and under the laws of what state or country organized;
(2) the location of its principal office;
(3) the names of the president, secretary, treasurer and members of the board of di-

rectors, with the residence address of each;
(4) the number of shares of capital stock issued and the amount of capital stock paid

up;
(5) the nature and kind of business in which the company is engaged and its place or

places of business both within and without the state of Kansas;
(6) the value of the property owned and used by the company in Kansas, where situated,

and the value of the property owned and used outside of Kansas and where situated; and
(7) the corporation’s shareholder’s equity attributable to Kansas.
(b) Every corporation subject to the provisions of this section which holds agricultural

land, as defined in K.S.A. 17-5903, and amendments thereto, within this state shall show
the following additional information on the report:

(1) The acreage and location listed by section, range, township and county of each lot,
tract or parcel of agricultural land in this state owned or leased by or to the corporation;

(2) the purposes for which such agricultural land is owned or leased and, if leased, to
whom such agricultural land is leased;

(3) the value of the nonagricultural assets and the agricultural assets, stated separately,
owned and controlled by the corporation both within and without the state of Kansas and
where situated;

(4) the total number of stockholders of the corporation;
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(5) the number of acres owned or operated by the corporation, the number of acres
leased by the corporation and the number of acres leased to the corporation;

(6) the number of acres of agricultural land, held and reported in each category under
paragraph (5) of this subsection (b), stated separately, being irrigated; and

(7) whether any of the agricultural land held and reported under this subsection was
acquired after July 1, 1981.

The report shall be signed by its president, secretary, treasurer or other officer duly
authorized so to act, or by any two of its directors, or by an incorporator in the event its
board of directors shall not have been elected. The fact that an individual’s name is signed
on such report shall be prima facie evidence that such individual is authorized to sign the
report on behalf of the corporation; however, the official title or position of the individual
signing the report shall be designated. This report will be dated and subscribed by the person
as true, under penalty of perjury. At the time of filing its annual report, each such foreign
corporation shall pay to the secretary of state an annual franchise tax fee in an amount equal
to $2 for each $1,000 of the corporation’s shareholder’s equity attributable to Kansas, except
that no such tax shall be less than $40 or more than $5,000. The amount of any such franchise
tax paid by the foreign corporation to the secretary as provided by this subsection shall not
be disclosed by the secretary $40.

Sec. 23. K.S.A. 2003 Supp. 17-7507 is hereby amended to read as follows: 17-7507. No
corporation shall be required to file its first annual report under this act, or pay any annual
franchise tax fee required to accompany such report, unless such corporation has filed its
articles of incorporation or certificate of good standing at least six months prior to the last
day of its tax period. If any corporation shall file with the secretary of state a notice of change
in its tax period, and the next annual report filed by such corporation subsequent to such
notice is based on a tax period of less than 12 months. The annual tax liability shall be
determined by multiplying the annual franchise tax liability for such year by a fraction the
numerator of which is the number of months, or any portion thereof, covered by the annual
report and the denominator of which is 12. Notwithstanding the foregoing, the minimum
annual franchise tax shall be $40.

Sec. 24. K.S.A. 2003 Supp. 17-7509 is hereby amended to read as follows: 17-7509. (a)
In case any corporation organized for profit which is required to file an annual report and
pay the annual franchise tax fee prescribed by this act shall fail or neglect to make such
report at the time prescribed, such corporation shall be subject to a penalty of $75. Such
penalty and the annual tax or taxes fee or fees required to be paid by this act may be recovered
by an action in the name of the state, and all moneys recovered 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 the state general fund.

(b) On complaint of the secretary of state that any corporation has failed to pay the
annual taxes prescribed by this act, it shall be the duty of the county or district attorney, or
the attorney general, to institute such action in the district court of Shawnee county, Kansas,
or of any county in which such corporation has an office or place of business.

(c) The penalties provided for in subsection (a) also may be assessed against any cor-
poration for the reason that such corporation has been canceled or its existence forfeited
pursuant to the Kansas general corporation code. No penalty shall be charged pursuant to
this subsection, if a corporation is assessed penalties pursuant to grounds specified in sub-
section (a).

Sec. 25. K.S.A. 17-7510 is hereby amended to read as follows: 17-7510. (a) In addition
to any other penalties, the failure of any domestic corporation to file the annual report in
accordance with the provisions of this act or to pay the annual taxes herein franchise fee
provided for within 90 days of the time for filing and paying the same shall work the for-
feiture of the articles of incorporation of such domestic corporation. Within 60 days after
the date such annual report and taxes fee are due, the secretary of state, by mail, shall notify
any corporation that has failed to submit such report and taxes fee when due that its articles
of incorporation shall be forfeited unless the annual report is filed and the taxes thereon
are fee is paid within 90 days from the date such report and taxes fee were due. Any cor-
poration that fails to submit such report and taxes fee within such time shall forfeit its articles
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of incorporation, and the secretary of state shall notify the attorney general that the articles
of incorporation of such corporation have been forfeited.

(b) In addition to any other penalties, the failure of any foreign corporation to file the
annual report or pay the annual franchise taxes fee prescribed by this act within 90 days
from the time provided for filing and paying the same shall work a forfeiture of its right or
authority to do business in this state. Within 60 days after the date such annual report and
taxes fee are due, the secretary of state, by mail, shall notify any corporation that has failed
to submit such report and taxes fee when due that its authority to do business in this state
shall be forfeited unless the annual report and taxes thereon are fee is paid within 90 days
from the date such report and taxes fee were due. Any corporation that fails to submit such
report and taxes fees within such time shall forfeit its authority to do business in this state,
and the secretary of state shall publish a notice of such forfeiture in the Kansas register.

This section shall not be construed to restrict the state from invoking any other remedies
provided by law.

Sec. 26. K.S.A. 17-7511 is hereby amended to read as follows: 17-7511. Pursuant to
the authority granted by subsection (c) of K.S.A. 79-3234, the secretary of state, as a legal
representative of the state, may inspect the annual Kansas income tax return of any cor-
poration for the purpose of verifying any information contained in the annual report filed
by such corporation with the secretary of state pursuant to this act. The secretary of state
shall not disclose any information obtained from any such return, except as may be necessary
to commence an appropriate administrative or judicial proceeding against the corporation
filing the same, and shall disclose to the secretary of revenue any information and allow the
secretary to inspect as necessary the annual report for purposes of verifying any information
contained on the franchise tax return as provided in section 13 and amendments thereto.

Sec. 27. K.S.A. 17-7512 is hereby amended to read as follows: 17-7512. The provisions
of this act relating to the filing of annual reports and the payment of franchise taxes and
fees shall not apply to banking, insurance or savings and loan corporations or associations
or to credit unions or any firemen’s relief association under the jurisdiction and supervision
of the insurance commissioner or to Kansas Venture Capital, Inc. or to venture capital
companies certified by the secretary of commerce pursuant to article 83 of chapter 74 of
the Kansas Statutes Annotated and amendments thereto.

Sec. 28. K.S.A. 2003 Supp. 17-76,125 is hereby amended to read as follows: 17-76,125.
A foreign limited liability company may cancel its registration by filing with the secretary of
state a certificate of cancellation executed by the members, together with the fee required
by this act and the annual report and franchise tax fee for any tax period which has ended.
A cancellation does not terminate the authority of the secretary of state to accept service of
process on the foreign limited liability company with respect to causes of action arising out
of the doing of business in the state of Kansas.

Sec. 29. K.S.A. 2003 Supp. 17-76,139 is hereby amended to read as follows: 17-76,139.
(a) Every limited liability company organized under the laws of this state shall make an
annual report in writing to the secretary of state, stating the prescribed information con-
cerning the limited liability company at the close of business on the last day of its tax period
next preceding the date of filing. If the limited liability company’s tax period is other than
the calendar year, it shall give notice of its different tax period in writing to the secretary of
state prior to December 31 of the year it commences the different tax period. The annual
report shall be filed at the time prescribed by law for filing the limited liability company’s
annual Kansas income tax return. If the limited liability company applies for an extension
of time for filing its annual income tax return under the internal revenue code, the limited
liability company shall also apply, not more than 90 days after the due date of its annual
report, to the secretary of state for an extension of the time for filing its report and an
extension shall be granted for a period of time corresponding to that granted under the
internal revenue code. The application shall include a copy of the application to income tax
authorities. The annual report shall be made on a form prescribed by the secretary of state.
The report shall contain the following information:

(1) The name of the limited liability company; and
(2) a list of the members owning at least 5% of the capital of the company, with the

post office address of each.



MAY 5, 2004 2207

(b) Every foreign limited liability company shall make an annual report in writing to the
secretary of state, stating the prescribed information concerning the limited liability com-
pany at the close of business on the last day of its tax period next preceding the date of
filing. If the limited liability company’s tax period is other than the calendar year, it shall
give notice in writing of its different tax period to the secretary of state prior to December
31 of the year it commences the different tax period. The annual report shall be filed at the
time prescribed by law for filing the limited liability company’s annual Kansas income tax
return. If the limited liability company applies for an extension of time for filing its annual
income tax return under the internal revenue code, the limited liability company also shall
apply, not more than 90 days after the due date of its annual report, to the secretary of state
for an extension of the time for filing its report and an extension shall be granted for a
period of time corresponding to that granted under the internal revenue code. The appli-
cation shall include a copy of the application to income tax authorities. The annual report
shall be made on a form prescribed by the secretary of state. The report shall contain the
name of the limited liability company.

(c) The annual report required by this section shall be signed by a member of the limited
liability company and forwarded to the secretary of state. At the time of filing the report,
the limited liability company shall pay to the secretary of state an annual franchise tax fee
in an amount equal to $2 for each $1,000 of the net capital accounts located in or used in
this state at the end of the preceding taxable year as required to be reported on the federal
partnership return of income, or for a one-member LLC taxed as a sole proprietorship, $2
for each $1,000 of net book value of the LLC as calculated on an income tax basis located
in or used in this state at the end of the preceding taxable year, except that no annual tax
shall be less than $40 or more than $5,000. The amount of any such franchise tax paid by
the limited liability company to the secretary as provided by this subsection shall not be
disclosed by the secretary $40.

(d) The provisions of K.S.A. 17-7509, and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax fee, and
the provisions of subsection (a) of K.S.A. 17-7510 and amendments thereto, relating to
penalties for failure of a corporation to file an annual report or pay the required franchise
tax fee, shall be applicable to the articles of organization of any domestic limited liability
company or to the authority of any foreign limited liability company which fails to file its
annual report or pay the franchise tax fee within 90 days of the time prescribed in this
section for filing and paying the same. Whenever the articles of organization of a domestic
limited liability company or the authority of any foreign limited liability company are for-
feited for failure to file an annual report or to pay the required franchise tax fee, the domestic
limited liability company or the authority of a foreign limited liability company may be
reinstated by filing a certificate of reinstatement, in the manner and form to be prescribed
by the secretary of state and paying to the secretary of state all fees and taxes, including any
penalties thereon, due to the state. The fee for filing a certificate of reinstatement shall be
the same as that prescribed by K.S.A. 17-7506, and amendments thereto, for filing a certif-
icate of extension, restoration, renewal or revival of a corporation’s articles of incorporation.

(e) When reinstatement is effective, it relates back to and takes effect as of the effective
date of the forfeiture and the company may resume its business as if the forfeiture had
never occurred.

(f) No limited liability company shall be required to file its first annual report under
this act, or pay any annual franchise tax fee required to accompany such report, unless such
limited liability company has filed its articles of organization or application for authority at
least six months prior to the last day of its tax period. If any limited liability company files
with the secretary of state a notice of change in its tax period and the next annual report
filed by such limited liability company subsequent to such notice is based on a tax period
of less than 12 months, the annual tax liability shall be determined by multiplying the annual
franchise tax liability for such year by a fraction, the numerator of which is the number of
months or any portion thereof covered by the annual report and the denominator of which
is 12, except that the tax shall not be less than $40.
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Sec. 30. K.S.A. 2003 Supp. 45-221 is hereby amended to read as follows: 45-221. (a)
Except to the extent disclosure is otherwise required by law, a public agency shall not be
required to disclose:

(1) Records the disclosure of which is specifically prohibited or restricted by federal
law, state statute or rule of the Kansas supreme court or the disclosure of which is prohibited
or restricted pursuant to specific authorization of federal law, state statute or rule of the
Kansas supreme court to restrict or prohibit disclosure.

(2) Records which are privileged under the rules of evidence, unless the holder of the
privilege consents to the disclosure.

(3) Medical, psychiatric, psychological or alcoholism or drug dependency treatment re-
cords which pertain to identifiable patients.

(4) Personnel records, performance ratings or individually identifiable records pertain-
ing to employees or applicants for employment, except that this exemption shall not apply
to the names, positions, salaries and lengths of service of officers and employees of public
agencies once they are employed as such.

(5) Information which would reveal the identity of any undercover agent or any inform-
ant reporting a specific violation of law.

(6) Letters of reference or recommendation pertaining to the character or qualifications
of an identifiable individual.

(7) Library, archive and museum materials contributed by private persons, to the extent
of any limitations imposed as conditions of the contribution.

(8) Information which would reveal the identity of an individual who lawfully makes a
donation to a public agency, if anonymity of the donor is a condition of the donation.

(9) Testing and examination materials, before the test or examination is given or if it is
to be given again, or records of individual test or examination scores, other than records
which show only passage or failure and not specific scores.

(10) Criminal investigation records, except that the district court, in an action brought
pursuant to K.S.A. 45-222, and amendments thereto, may order disclosure of such records,
subject to such conditions as the court may impose, if the court finds that disclosure:

(A) Is in the public interest;
(B) would not interfere with any prospective law enforcement action;
(C) would not reveal the identity of any confidential source or undercover agent;
(D) would not reveal confidential investigative techniques or procedures not known to

the general public;
(E) would not endanger the life or physical safety of any person; and
(F) would not reveal the name, address, phone number or any other information which

specifically and individually identifies the victim of any sexual offense in article 35 of chapter
21 of the Kansas Statutes Annotated, and amendments thereto.

(11) Records of agencies involved in administrative adjudication or civil litigation, com-
piled in the process of detecting or investigating violations of civil law or administrative rules
and regulations, if disclosure would interfere with a prospective administrative adjudication
or civil litigation or reveal the identity of a confidential source or undercover agent.

(12) Records of emergency or security information or procedures of a public agency,
or plans, drawings, specifications or related information for any building or facility which is
used for purposes requiring security measures in or around the building or facility or which
is used for the generation or transmission of power, water, fuels or communications, if
disclosure would jeopardize security of the public agency, building or facility.

(13) The contents of appraisals or engineering or feasibility estimates or evaluations
made by or for a public agency relative to the acquisition of property, prior to the award of
formal contracts therefor.

(14) Correspondence between a public agency and a private individual, other than cor-
respondence which is intended to give notice of an action, policy or determination relating
to any regulatory, supervisory or enforcement responsibility of the public agency or which
is widely distributed to the public by a public agency and is not specifically in response to
communications from such a private individual.
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(15) Records pertaining to employer-employee negotiations, if disclosure would reveal
information discussed in a lawful executive session under K.S.A. 75-4319, and amendments
thereto.

(16) Software programs for electronic data processing and documentation thereof, but
each public agency shall maintain a register, open to the public, that describes:

(A) The information which the agency maintains on computer facilities; and
(B) the form in which the information can be made available using existing computer

programs.
(17) Applications, financial statements and other information submitted in connection

with applications for student financial assistance where financial need is a consideration for
the award.

(18) Plans, designs, drawings or specifications which are prepared by a person other
than an employee of a public agency or records which are the property of a private person.

(19) Well samples, logs or surveys which the state corporation commission requires to
be filed by persons who have drilled or caused to be drilled, or are drilling or causing to be
drilled, holes for the purpose of discovery or production of oil or gas, to the extent that
disclosure is limited by rules and regulations of the state corporation commission.

(20) Notes, preliminary drafts, research data in the process of analysis, unfunded grant
proposals, memoranda, recommendations or other records in which opinions are expressed
or policies or actions are proposed, except that this exemption shall not apply when such
records are publicly cited or identified in an open meeting or in an agenda of an open
meeting.

(21) Records of a public agency having legislative powers, which records pertain to
proposed legislation or amendments to proposed legislation, except that this exemption shall
not apply when such records are:

(A) Publicly cited or identified in an open meeting or in an agenda of an open meeting;
or

(B) distributed to a majority of a quorum of any body which has authority to take action
or make recommendations to the public agency with regard to the matters to which such
records pertain.

(22) Records of a public agency having legislative powers, which records pertain to
research prepared for one or more members of such agency, except that this exemption
shall not apply when such records are:

(A) Publicly cited or identified in an open meeting or in an agenda of an open meeting;
or

(B) distributed to a majority of a quorum of any body which has authority to take action
or make recommendations to the public agency with regard to the matters to which such
records pertain.

(23) Library patron and circulation records which pertain to identifiable individuals.
(24) Records which are compiled for census or research purposes and which pertain to

identifiable individuals.
(25) Records which represent and constitute the work product of an attorney.
(26) Records of a utility or other public service pertaining to individually identifiable

residential customers of the utility or service, except that information concerning billings
for specific individual customers named by the requester shall be subject to disclosure as
provided by this act.

(27) Specifications for competitive bidding, until the specifications are officially ap-
proved by the public agency.

(28) Sealed bids and related documents, until a bid is accepted or all bids rejected.
(29) Correctional records pertaining to an identifiable inmate or release, except that:
(A) The name; photograph and other identifying information; sentence data; parole

eligibility date; custody or supervision level; disciplinary record; supervision violations; con-
ditions of supervision, excluding requirements pertaining to mental health or substance
abuse counseling; location of facility where incarcerated or location of parole office main-
taining supervision and address of a releasee whose crime was committed after the effective
date of this act shall be subject to disclosure to any person other than another inmate or
releasee, except that the disclosure of the location of an inmate transferred to another state
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pursuant to the interstate corrections compact shall be at the discretion of the secretary of
corrections;

(B) the ombudsman of corrections, the attorney general, law enforcement agencies,
counsel for the inmate to whom the record pertains and any county or district attorney shall
have access to correctional records to the extent otherwise permitted by law;

(C) the information provided to the law enforcement agency pursuant to the sex of-
fender registration act, K.S.A. 22-4901, et seq., and amendments thereto, shall be subject
to disclosure to any person, except that the name, address, telephone number or any other
information which specifically and individually identifies the victim of any offender required
to register as provided by the Kansas offender registration act, K.S.A. 22-4901 et seq. and
amendments thereto, shall not be disclosed; and

(D) records of the department of corrections regarding the financial assets of an of-
fender in the custody of the secretary of corrections shall be subject to disclosure to the
victim, or such victim’s family, of the crime for which the inmate is in custody as set forth
in an order of restitution by the sentencing court.

(30) Public records containing information of a personal nature where the public dis-
closure thereof would constitute a clearly unwarranted invasion of personal privacy.

(31) Public records pertaining to prospective location of a business or industry where
no previous public disclosure has been made of the business’ or industry’s interest in locating
in, relocating within or expanding within the state. This exception shall not include those
records pertaining to application of agencies for permits or licenses necessary to do business
or to expand business operations within this state, except as otherwise provided by law.

(32) Engineering and architectural estimates made by or for any public agency relative
to public improvements.

(33) Financial information submitted by contractors in qualification statements to any
public agency.

(34) Records involved in the obtaining and processing of intellectual property rights that
are expected to be, wholly or partially vested in or owned by a state educational institution,
as defined in K.S.A. 76-711, and amendments thereto, or an assignee of the institution
organized and existing for the benefit of the institution.

(35) Any report or record which is made pursuant to K.S.A. 65-4922, 65-4923 or 65-
4924, and amendments thereto, and which is privileged pursuant to K.S.A. 65-4915 or 65-
4925, and amendments thereto.

(36) Information which would reveal the precise location of an archeological site.
(37) Any financial data or traffic information from a railroad company, to a public

agency, concerning the sale, lease or rehabilitation of the railroad’s property in Kansas.
(38) Risk-based capital reports, risk-based capital plans and corrective orders including

the working papers and the results of any analysis filed with the commissioner of insurance
in accordance with K.S.A. 40-2c20 and 40-2d20 and amendments thereto.

(39) Memoranda and related materials required to be used to support the annual ac-
tuarial opinions submitted pursuant to subsection (b) of K.S.A. 40-409, and amendments
thereto.

(40) Disclosure reports filed with the commissioner of insurance under subsection (a)
of K.S.A. 40-2,156, and amendments thereto.

(41) All financial analysis ratios and examination synopses concerning insurance com-
panies that are submitted to the commissioner by the national association of insurance
commissioners’ insurance regulatory information system.

(42) Any records the disclosure of which is restricted or prohibited by a tribal-state
gaming compact.

(43) Market research, market plans, business plans and the terms and conditions of
managed care or other third party contracts, developed or entered into by the university of
Kansas medical center in the operation and management of the university hospital which
the chancellor of the university of Kansas or the chancellor’s designee determines would
give an unfair advantage to competitors of the university of Kansas medical center.

(44) The amount of franchise tax paid to the secretary of revenue or the secretary of
state by domestic corporations, foreign corporations, domestic limited liability companies,



MAY 5, 2004 2211

foreign limited liability companies, domestic limited partnership, foreign limited partner-
ship, domestic limited liability partnerships and foreign limited liability partnerships.

(45) Records the disclosure of which would pose a substantial likelihood of revealing
security measures that protect: (A) Systems, facilities or equipment used in the production,
transmission or distribution of energy, water or communications services; or (B) sewer or
wastewater treatment systems, facilities or equipment. For purposes of this paragraph, se-
curity means measures that protect against criminal acts intended to intimidate or coerce
the civilian population, influence government policy by intimidation or coercion or to affect
the operation of government by disruption of public services, mass destruction, assassination
or kidnapping.

(46) Any information or material received by the secretary of state pursuant to subsec-
tion (b) of K.S.A. 2003 Supp. 44-1518, and amendments thereto, except when such infor-
mation is required to be submitted in an application pursuant to K.S.A. 2003 Supp. 44-
1520, and amendments thereto.

(b) Except to the extent disclosure is otherwise required by law or as appropriate during
the course of an administrative proceeding or on appeal from agency action, a public agency
or officer shall not disclose financial information of a taxpayer which may be required or
requested by a county appraiser or the director of property valuation to assist in the deter-
mination of the value of the taxpayer’s property for ad valorem taxation purposes; or any
financial information of a personal nature required or requested by a public agency or
officer, including a name, job description or title revealing the salary or other compensation
of officers, employees or applicants for employment with a firm, corporation or agency,
except a public agency. Nothing contained herein shall be construed to prohibit the publi-
cation of statistics, so classified as to prevent identification of particular reports or returns
and the items thereof.

(c) As used in this section, the term ‘‘cited or identified’’ shall not include a request to
an employee of a public agency that a document be prepared.

(d) If a public record contains material which is not subject to disclosure pursuant to
this act, the public agency shall separate or delete such material and make available to the
requester that material in the public record which is subject to disclosure pursuant to this
act. If a public record is not subject to disclosure because it pertains to an identifiable
individual, the public agency shall delete the identifying portions of the record and make
available to the requester any remaining portions which are subject to disclosure pursuant
to this act, unless the request is for a record pertaining to a specific individual or to such a
limited group of individuals that the individuals’ identities are reasonably ascertainable, the
public agency shall not be required to disclose those portions of the record which pertain
to such individual or individuals.

(e) The provisions of this section shall not be construed to exempt from public disclosure
statistical information not descriptive of any identifiable person.

(f) Notwithstanding the provisions of subsection (a), any public record which has been
in existence more than 70 years shall be open for inspection by any person unless disclosure
of the record is specifically prohibited or restricted by federal law, state statute or rule of
the Kansas supreme court or by a policy adopted pursuant to K.S.A. 72-6214, and amend-
ments thereto.

Sec. 31. K.S.A. 2003 Supp. 56-1a606 is hereby amended to read as follows: 56-1a606.
(a) Every limited partnership organized under the laws of this state shall make an annual
report in writing to the secretary of state, stating the prescribed information concerning the
limited partnership at the close of business on the last day of its tax period next preceding
the date of filing. If the limited partnership’s tax period is other than the calendar year, it
shall give notice of its different tax period to the secretary of state prior to December 31 of
the year it commences the different tax period. The annual report shall be filed at the time
prescribed by law for filing the limited partnership’s annual Kansas income tax return. If
the limited partnership applies for an extension of time for filing its annual income tax return
under the internal revenue code or under K.S.A. 79-3221 and amendments thereto, the
limited partnership shall also apply, not more than 90 days after the due date of its annual
report, to the secretary of state for an extension of the time for filing its report and an
extension shall be granted for a period of time corresponding to that granted under the
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internal revenue code or K.S.A. 79-3221 and amendments thereto. The application shall
include a copy of the application to income tax authorities.

(b) The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the following information:

(1) The name of the limited partnership; and
(2) a list of the partners owning at least 5% of the capital of the partnership, with the

post office address of each.
(c) Every limited partnership subject to the provisions of this section which is a limited

corporate partnership, as defined in K.S.A. 17-5903 and amendments thereto, and which
holds agricultural land, as defined in K.S.A. 17-5903 and amendments thereto, within this
state shall show the following additional information on the report:

(1) The number of acres and location, listed by section, range, township and county of
each lot, tract or parcel of agricultural land in this state owned or leased by the limited
partnership; and

(2) whether any of the agricultural land held and reported under subsection (c)(1) was
acquired after July 1, 1981.

(d) The annual report shall be signed by the general partner or partners of the limited
partnership, sworn to before an officer duly authorized to administer oaths and forwarded
to the secretary of state. At the time of filing the report, the limited partnership shall pay
to the secretary of state an annual franchise tax fee in an amount equal to $2 for each $1,000
of the partners’ net capital accounts located in or used in this state at the end of the preceding
taxable year as required to be reported on the federal partnership return of income, except
that no annual tax shall be less than $40 or more than $5,000. The amount of any such
franchise tax paid by the limited partnership to the secretary as provided by this subsection
shall not be disclosed by the secretary $40.

(e) The provisions of K.S.A. 17-7509 and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax fee, and
the provisions of subsection (a) of K.S.A. 17-7510 and amendments thereto, relating to
forfeiture of a domestic corporation’s articles of incorporation for failure to file an annual
report or pay the required franchise tax fee, shall be applicable to the certificate of part-
nership of any limited partnership which fails to file its annual report or pay the franchise
tax fee within 90 days of the time prescribed in this section for filing and paying the same.
Whenever the certificate of partnership of a limited partnership is forfeited for failure to
file an annual report or to pay the required franchise tax fee, the limited partnership may
be reinstated by filing a certificate of reinstatement, in the manner and form to be prescribed
by the secretary of state and paying to the secretary of state all fees and taxes, including any
penalties thereon, due to the state. The fee for filing a certificate of reinstatement shall be
the same as that prescribed by K.S.A. 17-7506 and amendments thereto for filing a certificate
of extension, restoration, renewal or revival of a corporation’s articles of incorporation.

Sec. 32. K.S.A. 2003 Supp. 56-1a607 is hereby amended to read as follows: 56-1a607.
(a) Every foreign limited partnership shall make an annual report in writing to the secretary
of state, stating the prescribed information concerning the limited partnership at the close
of business on the last day of its tax period next preceding the date of filing. If the limited
partnership’s tax period is other than the calendar year, it shall give notice of its different
tax period to the secretary of state prior to December 31 of the year it commences the
different tax period. The annual report shall be filed at the time prescribed by law for filing
the limited partnership’s annual Kansas income tax return. If the limited partnership applies
for an extension of time for filing its annual income tax return under the internal revenue
code or under K.S.A. 79-3221 and amendments thereto, the limited partnership shall also
apply, not more than 90 days after the due date of its annual report, to the secretary of state
for an extension of the time for filing its report and an extension shall be granted for a
period of time corresponding to that granted under the internal revenue code or K.S.A. 79-
3221 and amendments thereto. The application shall include a copy of the application to
income tax authorities.

(b) The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the name of the limited partnership.
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(c) Every foreign limited partnership subject to the provisions of this section which is
a limited corporate partnership, as defined in K.S.A. 17-5903 and amendments thereto, and
which holds agricultural land, as defined in K.S.A. 17-5903 and amendments thereto, within
this state shall show the following additional information on the report:

(1) The number of acres and location, listed by section, range, township and county of
agricultural land in this state owned or leased by the limited partnership; and

(2) whether any of the agricultural land held and reported under subsection (c)(1) was
acquired after July 1, 1981.

(d) The annual report shall be signed by the general partner or partners of the limited
partnership, sworn to before an officer duly authorized to administer oaths and forwarded
to the secretary of state. At the time of filing the report, the foreign limited partnership
shall pay to the secretary of state an annual franchise tax fee in an amount equal to $2 for
each $1,000 of the partners’ net capital accounts located in or used in this state at the end
of the preceding taxable year as required to be reported on the federal partnership return
of income, except that no annual tax shall be less than $40 or more than $5,000. The amount
of any such franchise tax paid by the limited partnership to the secretary as provided by this
subsection shall not be disclosed by the secretary $40.

(e) The provisions of K.S.A. 17-7509 and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax fee, and
the provisions of subsection (b) of K.S.A. 17-7510 and amendments thereto, relating to
forfeiture of a foreign corporation’s authority to do business in this state for failure to file
an annual report or pay the required franchise tax fee, shall be applicable to the authority
of any foreign limited partnership which fails to file its annual report or pay the franchise
tax fee within 90 days of the time prescribed in this section for filing and paying the same.
Whenever the authority of a foreign limited partnership to do business in this state is for-
feited for failure to file an annual report or to pay the required franchise tax fee, the foreign
limited partnership’s authority to do business in this state may be reinstated by filing a
certificate of reinstatement, in the manner and form to be prescribed by the secretary of
state and paying to the secretary of state all fees and taxes, including any penalties thereon,
due to the state. The fee for filing a certificate of reinstatement shall be the same as that
prescribed by K.S.A. 17-7506 and amendments thereto for filing a certificate of extension,
restoration, renewal or revival of a corporation’s articles of incorporation.

Sec. 33. K.S.A. 56-1a608 is hereby amended to read as follows: 56-1a608. No limited
partnership shall be required to file its first annual report under this act, or pay any annual
franchise tax fee required to accompany such report, unless such limited partnership has
filed its certificate of limited partnership or certificate of good standing at least six months
prior to the last day of its tax period. If any limited partnership files with the secretary of
state a notice of change in its tax period and the next annual report filed by such limited
partnership subsequent to such notice is based on a tax period of less than 12 months, there
shall be no reduction or proration of the annual tax required to accompany such report.

Sec. 34. K.S.A. 2003 Supp. 56a-1201 is hereby amended to read as follows: 56a-1201.
(a) Every limited liability partnership organized under the laws of this state shall make an
annual report in writing to the secretary of state, stating the prescribed information con-
cerning the limited liability partnership at the close of business on the last day of its tax
period next preceding the date of filing. If the limited liability partnership’s tax period is
other than the calendar year, it shall give notice of its different tax period in writing to the
secretary of state prior to December 31 of the year it commences the different tax period.
The annual report shall be filed at the time prescribed by law for filing the limited liability
partnership’s annual Kansas income tax return. If the limited liability partnership applies
for an extension of time for filing its annual income tax return under the internal revenue
code, the limited liability partnership shall also apply, not more than 90 days after the due
date of its annual report, to the secretary of state for an extension of the time for filing its
report and an extension shall be granted for a period of time corresponding to that granted
under the internal revenue code. The application shall include a copy of the application to
income tax authorities.

(b) The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the following information:
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(1) The name of the limited liability partnership; and
(2) a list of the partners owning at least 5% of the capital of the partnership, with the

post office address of each.
(c) The annual report shall be signed by a partner of the limited liability partnership

and forwarded to the secretary of state. At the time of filing the report, the limited liability
partnership shall pay to the secretary of state an annual franchise tax fee in an amount equal
to $2 for each $1,000 of the net capital accounts located in or used in this state at the end
of the preceding taxable year as required to be reported on the federal partnership return
of income, except that no annual tax shall be less than $40 or more than $5,000. The amount
of any such franchise tax paid by the limited liability partnership to the secretary as provided
by this subsection shall not be disclosed by the secretary $40.

(d) The provisions of K.S.A. 17-7509, and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax fee, and
the provisions of subsection (a) of K.S.A. 17-7510 and amendments thereto, relating to
penalties for failure of a corporation to file an annual report or pay the required franchise
tax fee, shall be applicable to the statement of qualification of any limited liability partnership
which fails to file its annual report or pay the franchise tax fee within 90 days of the time
prescribed in this section for filing and paying the same. Whenever the statement of qual-
ification of a limited liability partnership is forfeited for failure to file an annual report or
to pay the required franchise tax fee, the limited liability partnership may be reinstated by
filing a certificate of reinstatement, in the manner and form to be prescribed by the secretary
of state and paying to the secretary of state all fees and taxes, including any penalties thereon,
due to the state. The fee for filing a certificate of reinstatement shall be the same as that
prescribed by K.S.A. 17-7506, and amendments thereto, for filing a certificate of extension,
restoration, renewal or revival of a corporation’s articles of incorporation.

Sec. 35. K.S.A. 2003 Supp. 56a-1202 is hereby amended to read as follows: 56a-1202.
(a) Every foreign limited liability partnership shall make an annual report in writing to the
secretary of state, stating the prescribed information concerning the foreign limited liability
partnership at the close of business on the last day of its tax period next preceding the date
of filing. If the foreign limited liability partnership’s tax period is other than the calendar
year, it shall give notice in writing of its different tax period to the secretary of state prior
to December 31 of the year it commences the different tax period. The annual report shall
be filed at the time prescribed by law for filing the foreign limited liability partnership’s
annual Kansas income tax return. If the foreign limited liability partnership applies for an
extension of time for filing its annual income tax return under the internal revenue code,
the foreign limited liability partnership shall also apply, not more than 90 days after the due
date of its annual report, to the secretary of state for an extension of the time for filing its
report and an extension shall be granted for a period of time corresponding to that granted
under the internal revenue code. The application shall include a copy of the application to
income tax authorities.

(b) The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the name of the foreign limited liability partnership.

(c) The annual report shall be signed by a partner of the foreign limited liability part-
nership and forwarded to the secretary of state. At the time of filing the report, the foreign
limited liability partnership shall pay to the secretary of state an annual franchise tax fee in
an amount equal to $2 for each $1,000 of the net capital accounts located in or used in this
state at the end of the preceding taxable year as required to be reported on the federal
partnership return of income, except that no annual tax shall be less than $40 or more than
$5,000. The amount of any such franchise tax paid by the foreign limited liability partnership
to the secretary as provided by this subsection shall not be disclosed by the secretary $40.

(d) The provisions of K.S.A. 17-7509, and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax fee, and
the provisions of subsection (a) of K.S.A. 17-7510, and amendments thereto, relating to
penalties for failure of a corporation to file an annual report or pay the required franchise
tax fee, shall be applicable to the statement of foreign qualification of any foreign limited
liability partnership which fails to file its annual report or pay the franchise tax fee within
90 days of the time prescribed in this section for filing and paying the same. Whenever the



MAY 5, 2004 2215

statement of foreign qualification of a foreign limited liability partnership is forfeited for
failure to file an annual report or to pay the required franchise tax fee, the statement of
foreign qualification of the foreign limited liability partnership may be reinstated by filing
a certificate of reinstatement, in the manner and form to be prescribed by the secretary of
state and paying to the secretary of state all fees and taxes, including any penalties thereon,
due to the state. The fee for filing a certificate of reinstatement shall be the same as that
prescribed by K.S.A. 17-7506, and amendments thereto, for filing a certificate of extension,
restoration, renewal or revival of a corporation’s articles of incorporation.

Sec. 36. K.S.A. 2003 Supp. 56a-1203 is hereby amended to read as follows: 56a-1203.
No limited liability partnership or foreign limited liability partnership shall be required to
file its first annual report under this act, or pay any annual franchise tax fee required to
accompany such report, unless such partnership has filed its statement of qualification or
foreign qualification at least six months prior to the last day of its tax period. If any such
partnership files with the secretary of state a notice of change in its tax period and the next
annual report filed by such partnership subsequent to such notice is based on a tax period
of less than 12 months, the annual tax liability shall be determined by multiplying the annual
franchise tax liability for such year by a fraction, the numerator of which is the number of
months or any portion thereof covered by the annual report and the denominator of which
is 12, except that the tax shall not be less than $40.

New Sec. 37. The secretary of state shall remit all moneys received from franchise fees,
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 the state general fund.

Sec. 38. K.S.A. 2003 Supp. 79-32,105 is hereby amended to read as follows: 79-32,105.
(a) The director shall remit the entire amount collected under the provisions of this act and
from the income tax imposed upon individuals, corporations, estates or trusts pursuant to
the ‘‘Kansas income tax act’’ less amounts withheld as provided in subsection (b) and any
amounts credited to the IMPACT program repayment fund or the IMPACT program serv-
ices fund under K.S.A. 74-50,107 and amendments thereto to the state treasurer in accord-
ance 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 the state general fund.

(b) A revolving fund, designated as ‘‘income tax refund fund’’ not to exceed $4,000,000
shall be set apart and maintained by the director from income tax collections, franchise tax
collections, withholding tax collections, and estimated tax collections and held by the state
treasurer for prompt payment of all income tax refunds and franchise tax refunds, for the
payment of interest as provided in subsection (e), for payment of homestead property tax
refunds in accordance with the homestead property tax refund act and for payment of
property tax refunds allowed pursuant to the provisions of K.S.A. 2003 Supp. 79-255, and
amendments thereto. The fund shall be in such amount, within the limit set by this section,
as the director determines is necessary to meet current refunding requirements under this
act.

(c) If the director discovers from the examination of the return, or upon claim duly filed
by the taxpayer or upon final judgment of the court that the income tax, withholding tax,
declaration of estimated tax or any penalty or interest paid by or credited to any taxpayer is
in excess of the amount legally due for such tax or any other tax owed the state of Kansas,
the director shall certify to the director of accounts and reports the name of the taxpayer,
the amount of refund and such other information as the director may require. Upon receipt
of such certification the director of accounts and reports shall issue a warrant on the state
treasurer for the payment to the taxpayer out of the fund provided in subsection (b), except
that no refund shall be made for a sum less than $5, but such amount may be claimed by
the taxpayer as a credit against the taxpayer’s tax liability in the taxpayer’s next succeeding
taxable year.

(d) When a resident taxpayer dies, and the director determines that a refund is due the
claimant not in excess of $100, the director shall certify to the director of accounts and
reports the name and address of the claimant entitled to the refund and the amount of the
refund. A refund may be made upon a claim duly made on behalf of the estate of the
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deceased or in the absence of any such claim upon a claim by a surviving spouse and if none
upon the claim by any heir at law. Upon receipt of such certification the director of accounts
and reports shall issue a warrant on the state treasurer for the payment to the claimant out
of the fund provided in subsection (b).

(e) Interest shall be allowed and paid at the rate of 12% per annum upon any overpay-
ment of the income tax imposed upon individuals, corporations, estates or trusts pursuant
to the Kansas income tax act for any period prior to January 1, 1995, 6% per annum for the
period commencing on January 1, 1995, and ending on December 31, 1997, and at the rate
prescribed and determined pursuant to K.S.A. 79-2968, and amendments thereto, for any
period thereafter.

For the purposes of this subsection:
(1) Any return filed before the last day prescribed for the filing thereof shall be consid-

ered as filed on such last day, determined without regard to any extension of time granted
the taxpayer;

(2) any tax paid by the taxpayer before the last day prescribed for its payment, any
income tax withheld from the taxpayer during any calendar year and any amount paid by
the taxpayer as estimated income tax for a taxable year shall be deemed to have been paid
on the last day prescribed for filing the return for the taxable year to which such amount
constitutes a credit or payment, determined without regard to any extension of time granted
the taxpayer;

(3) if any overpayment of tax results from a carryback of a net operating loss or net
capital loss, such overpayment shall be deemed not to have been made prior to the close of
the taxable year in which such net operating loss or net capital loss arises. For purposes of
this paragraph, the return for the loss year shall not be deemed to be filed before claim for
such overpayment is filed;

(4) in the case of a credit, interest shall be allowed and paid from the date of the
overpayment to the due date of the amount against which the credit is taken, except that if
any overpayment of income tax is claimed as a credit against estimated tax for the succeeding
taxable year, such amount shall be considered as a payment of the income tax for the
succeeding taxable year, whether or not claimed as a credit in the return of estimated tax
for such succeeding taxable year, and no interest shall be allowed or paid in such overpay-
ment for the taxable year in which the overpayment arises;

(5) in the case of a tax return which is filed after the last date prescribed for filing such
return, determined with regard to extensions, no interest shall be allowed or paid for any
period before the date on which the return is filed;

(6) in the case of a refund, interest shall be allowed and paid from the date of the
overpayment to a date preceding the date of the refund check by not more than 30 days,
as determined by the director, whether or not such refund check is accepted by the taxpayer
after tender of such check to the taxpayer, but acceptance of such check shall be without
prejudice to any right of the taxpayer to claim any additional overpayment and interest
thereon; and

(7) if any overpayment is refunded within two months after the last date prescribed, or
permitted by extension of time, for filing the return of such tax, or within two months after
the return was filed, whichever is later, no interest shall be allowed or paid. For the purposes
of this section, an overpayment shall be deemed to have been refunded at the time the
refund check in the amount of the overpayment, plus any interest due thereon, is deposited
in the United States mail.

New Sec. 39. Any entity required to file an annual report with the secretary of state
for a tax year commencing prior to January 1, 2004, shall be subject to the statutes in effect
prior to the effective date of this act, with respect to such annual report.

New Sec. 40. (a) Notwithstanding the provisions of any law to the contrary, commenc-
ing on the effective date of this act and ending December 31, 2004, for purposes of facili-
tating the transition by retailers to the destination-based sourcing provisions set forth in
K.S.A. 2003 Supp. 79-3670 et seq., and amendments thereto, for taxable sales occurring
during such time period, retailers may elect to apply the origin-based sourcing provisions
in effect as of June 30, 2003. On and after January 1, 2005, all retailers must be in full
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compliance with the destination-based sourcing provisions set forth in K.S.A. 2003 Supp.
79-3670 et seq., and amendments thereto.

(b) Notwithstanding the provisions of any law to the contrary, the secretary or the sec-
retary’s designee, upon making a record of the reasons therefor, may waive penalties and
interest that would otherwise be imposed on the unpaid balance of tax due pursuant to the
provisions of K.S.A. 79-3615, and amendments thereto, and 79-3706, and amendments
thereto, to the extent the unpaid balance of such tax, or any portion thereof, is attributable
to reasonable causes in attempting to implement and apply the destination-based sourcing
provisions set forth in K.S.A. 2003 Supp. 79-3670 et seq., and amendments thereto.

Sec. 41. K.S.A. 17-1513, 17-1618, 17-7510, 17-7511, 17-7512, 56-1a608, 79-201f, 79-
201k and 79-4508 and K.S.A. 2003 Supp. 17-2036, 17-2718, 17-4634, 17-4677, 17-7503, 17-
7504, 17-7505, 17-7507, 17-7508, 17-7509, 17-76,125, 17-76,139, 45-221, 56-1a606, 56-
1a607, 56a-1201, 56a-1202, 56a-1203 79-5a01, 79-2017, 79-32,101, 79-32,105, 79-32,206,
79-3603, as amended by section 2 of 2004 Senate Bill No. 384, 79-3607 and 82a-2101 are
hereby repealed.

Sec. 42. On and after January 1, 2005, K.S.A. 2003 Supp. 79-3606, as amended by
section 18 of 2004 House Bill No. 2713 is hereby repealed.’’;

And by renumbering sections accordingly;
On page 1, in line 10, by striking all after the first semicolon; by striking all in lines 11

and 12 and inserting ‘‘amending K.S.A. 17-1513, 17-1618, 17-7510, 17-7511, 17-7512, 56-
1a608, 79-201f, 79-201k and 79-4508 and K.S.A. 2003 Supp. 17-2036, 17-2718, 17-4634,
17-4677, 17-7503, 17-7504, 17-7505, 17-7507, 17-7509, 17-76,125, 17-76,139, 45-221, 56-
1a606, 56-1a607, 56a-1201, 56a-1202, 56a-1203, 79-5a01, 79-2017, 79-32,101, 79-32,105,
79-32,206, 79-3603, as amended by section 2 of 2004 Senate Bill No. 384, 79-3606, as
amended by section 18 of 2004 House Bill No. 2713, 79-3607 and 82a-2101’’; in line 13,
after ‘‘sections’’ by inserting ‘‘; also repealing K.S.A. 2003 Supp. 17-7508’’

And your committee on conference recommends the adoption of this report.
JOHN EDMONDS
LEE TAFANELLI
BRUCE LARKIN

Conferees on part of House

DAVID R. CORBIN
LES DONOVAN
JANIS K. LEE

Conferees on part of Senate
Senator Corbin moved the Senate adopt the Conference Committee Report on H Sub

for SB 147.
On roll call, the vote was: Yeas 40, Nays 0, Present and Passing 0, Absent or Not Voting

0.
Yeas: Adkins, Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark,

Corbin, Donovan, Downey, Emler, Gilstrap, Goodwin, Haley, Helgerson, Hensley, Huel-
skamp, Jackson, Jordan, Journey, Kerr, Lee, Lyon, Morris, O’Connor, Oleen, Pugh, Salmans,
Schmidt, Schodorf, Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

The Conference Committee report was adopted.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on Senate amend-

ments to HB 2375, submits the following report:
The House accedes to all Senate amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed as Senate Substitute for House Bill No.
2375, as follows:

On page 1, by striking all in lines 14 through 43;
By striking all on pages 2 through 12 and by inserting the following:
‘‘Section 1. On and after July 1, 2004, K.S.A. 8-2411 is hereby amended to read as

follows: 8-2411. (a) When any licensee is found to be allegedly violating any of the applicable
provisions of this act, or any order or rule and regulation adopted pursuant thereto, the
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director upon the director’s own motion or upon complaint may commence a hearing against
the licensee, which hearing shall be conducted in accordance with the provisions of the
Kansas administrative procedure act.

(b) Any person who is found to have violated any applicable provisions of this act, any
rule and regulation adopted pursuant thereto or any applicable order of the director shall
be subject to a civil penalty of not less than $50 nor more than $1,000 for each violation or
such person’s license may be suspended or revoked or both civil penalty and license sus-
pension or revocation, except that in addition to any civil penalty imposed pursuant to this
subsection, the director shall suspend or revoke the license of any person who is found to
have violated the provisions of K.S.A. 79-3601 et seq., and amendments thereto, by the failure
to file returns and remit sales tax as required pursuant to K.S.A. 79-3607, and amendments
thereto, or the provisions of K.S.A. 79-3294 et seq., and amendments thereto, by the failure
to file returns and remit withholding tax as required pursuant to K.S.A. 79-3298, and amend-
ments thereto, for three consecutive months.

Sec. 2. On and after July 1, 2004, K.S.A. 10-306 is hereby amended to read as follows:
10-306. Except as provided in K.S.A. 10-307, and amendments thereto, and in any other
statute which specifically exempts bonds from the statutory limitations on bonded indebt-
edness, the limitation on bonded indebtedness of counties shall be governed by the following
provisions: (a) The (a) Except as provided in subsection (b), the authorized and outstanding
bonded indebtedness of any county to which the provisions of subsection (b) does not apply
shall not exceed 3% of the assessed value of all tangible taxable property within such county,
as certified to the county clerk on the preceding August 25.

(b) The authorized and outstanding bonded indebtedness of Wyandotte county shall
not exceed 30% of the assessed value of all tangible taxable property within such county, as
certified to the county clerk on the preceding August 25.

(b) The authorized and outstanding bonded indebtedness of Wyandotte county shall not
exceed 30% of the assessed value of all tangible taxable property within such county, as
certified to the county clerk on the preceding August 25 and the authorized and outstanding
bonded indebtedness of Franklin county shall not exceed 30% of the assessed value of all
tangible taxable property within such county, as certified to the county clerk on the preceding
August 25.

Sec. 3. On and after July 1, 2004, K.S.A. 2003 Supp. 12-187 is hereby amended to read
as follows: 12-187. (a) (1) No city shall impose a retailers’ sales tax under the provisions of
this act without the governing body of such city having first submitted such proposition to
and having received the approval of a majority of the electors of the city voting thereon at
an election called and held therefor. The governing body of any city may submit the question
of imposing a retailers’ sales tax and the governing body shall be required to submit the
question upon submission of a petition signed by electors of such city equal in number to
not less than 10% of the electors of such city.

(2) The governing body of any class B city located in any county which does not impose
a countywide retailers’ sales tax pursuant to paragraph (5) of subsection (b) may submit the
question of imposing a retailers’ sales tax at the rate of .25%, .5%, .75% or 1% and pledging
the revenue received therefrom for the purpose of financing the provision of health care
services, as enumerated in the question, to the electors at an election called and held
thereon. The tax imposed pursuant to this paragraph shall be deemed to be in addition to
the rate limitations prescribed in K.S.A. 12-189, and amendments thereto. As used in this
paragraph, health care services shall include but not be limited to the following: Local health
departments, city, county or district hospitals, city or county nursing homes, preventive
health care services including immunizations, prenatal care and the postponement of entry
into nursing homes by home health care services, mental health services, indigent health
care, physician or health care worker recruitment, health education, emergency medical
services, rural health clinics, integration of health care services, home health services and
rural health networks.

(b) (1) The board of county commissioners of any county may submit the question of
imposing a countywide retailers’ sales tax to the electors at an election called and held
thereon, and any such board shall be required to submit the question upon submission of
a petition signed by electors of such county equal in number to not less than 10% of the
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electors of such county who voted at the last preceding general election for the office of
secretary of state, or upon receiving resolutions requesting such an election passed by not
less than 2⁄3 of the membership of the governing body of each of one or more cities within
such county which contains a population of not less than 25% of the entire population of
the county, or upon receiving resolutions requesting such an election passed by 2⁄3 of the
membership of the governing body of each of one or more taxing subdivisions within such
county which levy not less than 25% of the property taxes levied by all taxing subdivisions
within the county.

(2) The board of county commissioners of Anderson, Atchison, Barton, Butler, Chase,
Cowley, Cherokee, Crawford, Ford, Jefferson, Lyon, Montgomery, Neosho, Osage, Ottawa,
Riley, Saline, Seward, Sumner, Wabaunsee, Wilson and Wyandotte counties may submit
the question of imposing a countywide retailers’ sales tax and pledging the revenue received
therefrom for the purpose of financing the construction or remodeling of a courthouse, jail,
law enforcement center facility or other county administrative facility, to the electors at an
election called and held thereon. The tax imposed pursuant to this paragraph shall expire
when sales tax sufficient to pay all of the costs incurred in the financing of such facility has
been collected by retailers as determined by the secretary of revenue. Nothing in this par-
agraph shall be construed to allow the rate of tax imposed by Butler, Chase, Cowley, Lyon,
Montgomery, Neosho, Riley, Sumner or Wilson county pursuant to this paragraph to exceed
or be imposed at any rate other than the rates prescribed in K.S.A. 12-189, and amendments
thereto.

(3) (A) Except as otherwise provided in this paragraph, the result of the election held
on November 8, 1988, on the question submitted by the board of county commissioners of
Jackson county for the purpose of increasing its countywide retailers’ sales tax by 1% is
hereby declared valid, and the revenue received therefrom by the county shall be expended
solely for the purpose of financing the Banner Creek reservoir project. The tax imposed
pursuant to this paragraph shall take effect on the effective date of this act and shall expire
not later than five years after such date.

(B) The result of the election held on November 8, 1994, on the question submitted by
the board of county commissioners of Ottawa county for the purpose of increasing its coun-
tywide retailers’ sales tax by 1% is hereby declared valid, and the revenue received therefrom
by the county shall be expended solely for the purpose of financing the erection, construction
and furnishing of a law enforcement center and jail facility.

(4) The board of county commissioners of Finney and Ford counties may submit the
question of imposing a countywide retailers’ sales tax at the rate of .25% and pledging the
revenue received therefrom for the purpose of financing all or any portion of the cost to be
paid by Finney or Ford county for construction of highway projects identified as system
enhancements under the provisions of paragraph (5) of subsection (b) of K.S.A. 68-2314,
and amendments thereto, to the electors at an election called and held thereon. Such elec-
tion shall be called and held in the manner provided by the general bond law. The tax
imposed pursuant to this paragraph shall expire upon the payment of all costs authorized
pursuant to this paragraph in the financing of such highway projects. Nothing in this para-
graph shall be construed to allow the rate of tax imposed by Finney or Ford county pursuant
to this paragraph to exceed the maximum rate prescribed in K.S.A. 12-189, and amendments
thereto. If any funds remain upon the payment of all costs authorized pursuant to this
paragraph in the financing of such highway projects in Finney county, the state treasurer
shall remit such funds to the treasurer of Finney county and upon receipt of such moneys
shall be deposited to the credit of the county road and bridge fund. If any funds remain
upon the payment of all costs authorized pursuant to this paragraph in the financing of such
highway projects in Ford county, the state treasurer shall remit such funds to the treasurer
of Ford county and upon receipt of such moneys shall be deposited to the credit of the
county road and bridge fund.

(5) The board of county commissioners of any county may submit the question of im-
posing a retailers’ sales tax at the rate of .25%, .5%, .75% or 1% and pledging the revenue
received therefrom for the purpose of financing the provision of health care services, as
enumerated in the question, to the electors at an election called and held thereon. Whenever
any county imposes a tax pursuant to this paragraph, any tax imposed pursuant to paragraph
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(2) of subsection (a) by any city located in such county shall expire upon the effective date
of the imposition of the countywide tax, and thereafter the state treasurer shall remit to
each such city that portion of the countywide tax revenue collected by retailers within such
city as certified by the director of taxation. The tax imposed pursuant to this paragraph shall
be deemed to be in addition to the rate limitations prescribed in K.S.A. 12-189, and amend-
ments thereto. As used in this paragraph, health care services shall include but not be limited
to the following: Local health departments, city or county hospitals, city or county nursing
homes, preventive health care services including immunizations, prenatal care and the post-
ponement of entry into nursing homes by home care services, mental health services, in-
digent health care, physician or health care worker recruitment, health education, emer-
gency medical services, rural health clinics, integration of health care services, home health
services and rural health networks.

(6) The board of county commissioners of Allen county may submit the question of
imposing a countywide retailers’ sales tax at the rate of .5% and pledging the revenue
received therefrom for the purpose of financing the costs of operation and construction of
a solid waste disposal area or the modification of an existing landfill to comply with federal
regulations to the electors at an election called and held thereon. The tax imposed pursuant
to this paragraph shall expire upon the payment of all costs incurred in the financing of the
project undertaken. Nothing in this paragraph shall be construed to allow the rate of tax
imposed by Allen county pursuant to this paragraph to exceed or be imposed at any rate
other than the rates prescribed in K.S.A. 12-189 and amendments thereto.

(7) The board of county commissioners of Clay, Dickinson and Miami county may sub-
mit the question of imposing a countywide retailers’ sales tax at the rate of .50% in the case
of Clay and Dickinson county and at a rate of up to 1% in the case of Miami county, and
pledging the revenue received therefrom for the purpose of financing the costs of roadway
construction and improvement to the electors at an election called and held thereon. Except
as otherwise provided, the tax imposed pursuant to this paragraph shall expire after five
years from the date such tax is first collected. The countywide retailers’ sales tax imposed
pursuant to this subsection in Clay county may be extended or reenacted for additional five-
year periods upon the board of county commissioners of Clay county submitting such ques-
tion to the electors at an election called and held thereon for each additional five-year period
as provided by law.

(8) The board of county commissioners of Sherman county may submit the question of
imposing a countywide retailers’ sales tax at the rate of .25%, .5% or .75% and pledging the
revenue therefrom for the purpose of financing the costs of the county roads 64 and 65
construction and improvement project. The tax imposed pursuant to this paragraph shall
expire upon payment of all costs authorized pursuant to this paragraph in the financing of
such project.

(9) The board of county commissioners of Cowley, Russell and Woodson county may
submit the question of imposing a countywide retailers’ sales tax at the rate of .5% in the
case of Russell and Woodson county and at a rate of up to .25%, in the case of Cowley
county and pledging the revenue received therefrom for the purpose of financing economic
development initiatives or public infrastructure projects. The tax imposed pursuant to this
paragraph shall expire after five years from the date such tax is first collected.

(10) The board of county commissioners of Franklin county may submit the question
of imposing a countywide retailers’ sales tax at the rate of .25% and pledging the revenue
received therefrom for the purpose of financing recreational facilities. The tax imposed
pursuant to this paragraph shall expire upon payment of all costs authorized in financing
such facilities.

(11) The board of county commissioners of Douglas county may submit to the question
of imposing a countywide retailers’ sales tax at the rate of .25% and pledging the revenue
received therefrom for the purposes of preservation, access and management of open space,
and for industrial and business park related economic development.

(12) The board of county commissioners of Shawnee county may submit the question
of imposing a countywide retailers’ sales tax at the rate of .25% and pledging the revenue
received therefrom to the city of Topeka for the purpose of financing the costs of rebuilding
the Topeka boulevard bridge and other public infrastructure improvements associated with
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such project to the electors at an election called and held thereon. The tax imposed pursuant
to this paragraph shall expire upon payment of all costs authorized in financing such project.

(13) The board of county commissioners of Jackson county may submit the question of
imposing a countywide retailers’ sales tax at a rate of .4% and pledging the revenue received
therefrom as follows: 50% of such revenues for the purpose of financing for economic
development initiatives; and 50% of such revenues for the purpose of financing public
infrastructure projects to the electors at an election called and held thereon. The tax imposed
pursuant to this paragraph shall expire after seven years from the date such tax is first
collected.

(c) The boards of county commissioners of any two or more contiguous counties, upon
adoption of a joint resolution by such boards, may submit the question of imposing a re-
tailers’ sales tax within such counties to the electors of such counties at an election called
and held thereon and such boards of any two or more contiguous counties shall be required
to submit such question upon submission of a petition in each of such counties, signed by
a number of electors of each of such counties where submitted equal in number to not less
than 10% of the electors of each of such counties who voted at the last preceding general
election for the office of secretary of state, or upon receiving resolutions requesting such
an election passed by not less than 2⁄3 of the membership of the governing body of each of
one or more cities within each of such counties which contains a population of not less than
25% of the entire population of each of such counties, or upon receiving resolutions re-
questing such an election passed by 2⁄3 of the membership of the governing body of each of
one or more taxing subdivisions within each of such counties which levy not less than 25%
of the property taxes levied by all taxing subdivisions within each of such counties.

(d) Any city retailers’ sales tax in the amount of .5% being levied by a city on July 1,
1990, shall continue in effect until repealed in the manner provided herein for the adoption
and approval of such tax or until repealed by the adoption of an ordinance so providing. In
addition to any city retailers’ sales tax being levied by a city on July 1, 1990, any such city
may adopt an additional city retailers’ sales tax in the amount of .25% or .5%, provided that
such additional tax is adopted and approved in the manner provided for the adoption and
approval of a city retailers’ sales tax. Any countywide retailers’ sales tax in the amount of
.5% or 1% in effect on July 1, 1990, shall continue in effect until repealed in the manner
provided herein for the adoption and approval of such tax.

(e) A class D city shall have the same power to levy and collect a city retailers’ sales tax
that a class A city is authorized to levy and collect and in addition, the governing body of
any class D city may submit the question of imposing an additional city retailers’ sales tax
in the amount of .125%, .25%, .5% or .75% and pledging the revenue received therefrom
for economic development initiatives, strategic planning initiatives or for public infrastruc-
ture projects including buildings to the electors at an election called and held thereon. Any
additional sales tax imposed pursuant to this paragraph shall expire no later than five years
from the date of imposition thereof, except that any such tax imposed by any class D city
after the effective date of this act shall expire no later than 10 years from the date of
imposition thereof.

(f) Any city or county proposing to adopt a retailers’ sales tax shall give notice of its
intention to submit such proposition for approval by the electors in the manner required by
K.S.A. 10-120, and amendments thereto. The notices shall state the time of the election and
the rate and effective date of the proposed tax. If a majority of the electors voting thereon
at such election fail to approve the proposition, such proposition may be resubmitted under
the conditions and in the manner provided in this act for submission of the proposition. If
a majority of the electors voting thereon at such election shall approve the levying of such
tax, the governing body of any such city or county shall provide by ordinance or resolution,
as the case may be, for the levy of the tax. Any repeal of such tax or any reduction or increase
in the rate thereof, within the limits prescribed by K.S.A. 12-189, and amendments thereto,
shall be accomplished in the manner provided herein for the adoption and approval of such
tax except that the repeal of any such city retailers’ sales tax may be accomplished by the
adoption of an ordinance so providing.
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(g) The sufficiency of the number of signers of any petition filed under this section shall
be determined by the county election officer. Every election held under this act shall be
conducted by the county election officer.

(h) The governing body of the city or county proposing to levy any retailers’ sales tax
shall specify the purpose or purposes for which the revenue would be used, and a statement
generally describing such purpose or purposes shall be included as a part of the ballot
proposition.

Sec. 4. K.S.A. 2003 Supp. 12-198 is hereby amended to read as follows: 12-198. (a) A
compensating use tax for the privilege of using or storing within a city or county any tangible
personal property or any vehicle which is required to be registered under the provisions of
article 1 of chapter 8 of the Kansas Statutes Annotated, and amendments thereto, or any
vessel, as defined by K.S.A. 82a-802, and amendments thereto, is hereby imposed by every
city, county or municipal university imposing a retailers’ sales tax. The rate of any such tax
shall be fixed at the same rate as such city’s, county’s or university’s retailers’ sales tax. Any
city, county or municipal university imposing a compensating use tax is prohibited from
administering or collecting such tax locally, but shall utilize the services of the state de-
partment of revenue to administer, enforce and collect such tax. Such tax shall be identical
in its application and exemptions therefrom to the Kansas compensating tax, and all laws
and rules and regulations of the state department of revenue relating to the Kansas com-
pensating tax shall apply to such local compensating use tax insofar as the same may be
made applicable. If any contractor has entered into a written, binding contract prior to July
1, 2003, for the construction, reconstruction, restoration, replacement, repair, equipment or
improvement of a bridge or highway, street, road, alley, sewer, sewage system, water line,
water system or other related improvement, and such contract includes the furnishing to or
by the contractor of tangible personal property which is to become part of the completed
improvement subject to the tax imposed by this section, and which would have been exempt
from taxation pursuant to this section prior to its enactment effective on July 1, 2003, such
furnishing of tangible personal property shall continue to be exempt from taxation pursuant
to this section, if the contractor gives notice and proof of such contract to the director of
taxation on or before July 10, 2004. Such notice and proof shall be in such form and of such
sufficiency as the director prescribes.

(b) The secretary of revenue is authorized to administer, enforce and collect a city’s,
county’s or municipal university’s compensating use tax and to adopt such rules and regu-
lations necessary for the efficient and effective administration, enforcement and collection
thereof. The state director of taxation shall cause such taxes to be collected within the
boundaries of such taxing subdivision at the same time and in the same manner provided
for the collection of the state compensating use tax. All moneys collected by the director of
taxation pursuant to the provisions of this section shall be credited to the city and county
compensating use tax fund or to the municipal university compensating use tax fund, which
funds are hereby established in the state treasury. Any refund due on any city’s, county’s
municipal university’s compensating use tax collected pursuant to this section shall be paid
out of the sales tax refund fund and reimbursement to such fund shall be made by the
director of taxation from collections of local compensating use tax revenue. All moneys
collected pursuant to this section for a city or county shall be remitted at least quarterly by
the state treasurer to the treasurer of such city, county or university.

(c) All revenue received by any county treasurer from a countywide compensating use
tax shall be apportioned among the county and each city located in such county in the same
manner as provided in K.S.A. 12-192, and amendments thereto, for the apportionment of
revenue received from a countywide retailers’ sales tax.

Sec. 5. On and after July 1, 2004, K.S.A. 2003 Supp. 12-1770a, as amended by section
25 of 2004 House Bill No. 2647, is hereby amended to read as follows: 12-1770a. As used
in the bioscience development act, and amendments thereto, the following words and
phrases shall have the following meanings unless a different meaning clearly appears from
the content:

(a) ‘‘Auto race track facility’’ means: (1) An auto race track facility and facilities directly
related and necessary to the operation of an auto race track facility, including, but not limited
to, grandstands, suites and viewing areas, concessions, souvenir facilities, catering facilities,
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visitor and retail centers, signage and temporary hospitality facilities, but excluding (2) ho-
tels, motels, restaurants and retail facilities, not directly related to or necessary to the op-
eration of such facility.

(b) ‘‘Base year assessed valuation’’ means the assessed valuation of all real property
within the boundaries of a redevelopment district on the date the redevelopment district
was established.

(c) ‘‘Blighted area’’ means an area which:
(1) Because of the presence of a majority of the following factors, substantially impairs

or arrests the development and growth of the municipality or constitutes an economic or
social liability or is a menace to the public health, safety, morals or welfare in its present
condition and use:

(A) A substantial number of deteriorated or deteriorating structures;
(B) predominance of defective or inadequate street layout;
(C) unsanitary or unsafe conditions;
(D) deterioration of site improvements;
(E) tax or special assessment delinquency exceeding the fair market value of the real

property;
(F) defective or unusual conditions of title including but not limited to cloudy or de-

fective titles, multiple or unknown ownership interests to the property;
(G) improper subdivision or obsolete platting or land uses;
(H) the existence of conditions which endanger life or property by fire or other causes;

or
(I) conditions which create economic obsolescence; or
(2) has been identified by any state or federal environmental agency as being environ-

mentally contaminated to an extent that requires a remedial investigation; feasibility study
and remediation or other similar state or federal action; or

(3) previously was found by resolution of the governing body to be a slum or a blighted
area under K.S.A. 17-4742 et seq., and amendments thereto.

(d) ‘‘Conservation area’’ means any improved area comprising 15% or less of the land
area within the corporate limits of a city in which 50% or more of the structures in the area
have an age of 35 years or more, which area is not yet blighted, but may become a blighted
area due to the existence of a combination of two or more of the following factors:

(1) Dilapidation, obsolescence or deterioration of the structures;
(2) illegal use of individual structures;
(3) the presence of structures below minimum code standards;
(4) building abandonment;
(5) excessive vacancies;
(6) overcrowding of structures and community facilities; or
(7) inadequate utilities and infrastructure.
(e) ‘‘De minimus’’ means an amount less than 15% of the land area within a redevel-

opment district.
(f) ‘‘Developer’’ means any person, firm, corporation, partnership or limited liability

company, other than a city and other than an agency, political subdivision or instrumentality
of the state or a county when relating to a bioscience development district.

(g) ‘‘Eligible area’’ means a blighted area, conservation area, enterprise zone, historic
theater, major tourism area or a major commercial entertainment and tourism area or bi-
oscience development area as determined by the secretary.

(h) ‘‘Enterprise zone’’ means an area within a city that was designated as an enterprise
zone prior to July 1, 1992, pursuant to K.S.A. 12-17,107 through 12-17,113, and amendments
thereto, prior to its repeal and the conservation, development or redevelopment of the area
is necessary to promote the general and economic welfare of such city.

(i) ‘‘Environmental increment’’ means the increment determined pursuant to subsection
(b) of K.S.A. 12-1771a, and amendments thereto.

(j) ‘‘Environmentally contaminated area’’ means an area of land having contaminated
groundwater or soil which is deemed environmentally contaminated by the department of
health and environment or the United States environmental protection agency.
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(k) ‘‘Feasibility study’’ means a study which shows whether a redevelopment project’s,
special bond project’s or bioscience development project’s benefits and tax increment rev-
enue and other available revenues under K.S.A. 12-1774 (a)(1), and amendments thereto,
are expected to exceed or be sufficient to pay for the redevelopment or special bond or
bioscience development project costs and the effect, if any, the redevelopment project costs
or special bond project will have on any outstanding special obligation bonds as authorized
pursuant to subsection (a)(1)(D) of K.S.A. 12-1774, and amendments thereto.

(l) ‘‘Historic theater’’ means a building constructed prior to 1940 which was constructed
for the purpose of staging entertainment, including motion pictures, vaudeville shows or
operas, that is operated by a nonprofit corporation and is designated by the state historic
preservation officer as eligible to be on the Kansas register of historic places or is a member
of the Kansas historic theatre association.

(m) ‘‘Historic theater sales tax increment’’ means the amount of state and local sales tax
revenue imposed pursuant to K.S.A. 12-187 et seq., 79-3601 et seq. and 79-3701 et seq., and
amendments thereto, collected from taxpayers doing business within the historic theater
that is in excess of the amount of such taxes collected prior to the designation of the building
as a historic theater for purposes of this act.

(n) ‘‘Major tourism area’’ means an area for which the secretary has made a finding the
capital improvements costing not less than $100,000,000 will be built in the state to construct
an auto race track facility.

(o) ‘‘Real property taxes’’ means all taxes levied on an ad valorem basis upon land and
improvements thereon, except that when relating to a bioscience development district, as
defined in this section, ‘‘real property taxes’’ does not include property taxes levied for
schools, pursuant to K.S.A. 72-6431, and amendments thereto.

(p) ‘‘Redevelopment project area’’ or ‘‘project area’’ means an area designated by a city
within a redevelopment district.

(q) ‘‘Redevelopment project costs’’ means those costs necessary to implement a rede-
velopment plan or a bioscience development project plan, including, but not limited to costs
incurred for:

(1) Acquisition of property within the redevelopment project area;
(2) payment of relocation assistance;
(3) site preparation including utility relocations;
(4) sanitary and storm sewers and lift stations;
(5) drainage conduits, channels, levees and river walk canal facilities;
(6) street grading, paving, graveling, macadamizing, curbing, guttering and surfacing;
(7) street light fixtures, connection and facilities;
(8) underground gas, water, heating and electrical services and connections located

within the public right-of-way;
(9) sidewalks and pedestrian underpasses or overpasses;
(10) drives and driveway approaches located within the public right-of-way;
(11) water mains and extensions;
(12) plazas and arcades;
(13) parking facilities;
(14) landscaping and plantings, fountains, shelters, benches, sculptures, lighting, deco-

rations and similar amenities; and
(15) all related expenses to redevelop and finance the redevelopment project.
Redevelopment project costs shall not include costs incurred in connection with the con-

struction of buildings or other structures to be owned by or leased to a developer, however,
the ‘‘redevelopment project costs’’ shall include costs incurred in connection with the con-
struction of buildings or other structures to be owned or leased to a developer which includes
an auto race track facility or is in a redevelopment district including some or all of the land
and buildings comprising a state mental institution closed pursuant to section 2 of chapter
219 of the 1995 Session Laws of Kansas.

(r) ‘‘Redevelopment district’’ means the specific area declared to be an eligible area in
which the city may develop one or more redevelopment projects.

(s) ‘‘Redevelopment district plan’’ or ‘‘district plan’’ means the preliminary plan that
identifies all of the proposed redevelopment project areas and identifies in a general manner
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all of the buildings, facilities and improvements in each that are proposed to be constructed
or improved in each redevelopment project area.

(t) ‘‘Redevelopment project’’ means the approved project to implement a project plan
for the development of the established redevelopment district.

(u) ‘‘Redevelopment project plan’’ or ‘‘project plan’’ means the plan adopted by a mu-
nicipality for the development of a redevelopment project or projects which conforms with
K.S.A. 12-1772, and amendments thereto, in a redevelopment district.

(v) ‘‘Secretary’’ means the secretary of commerce.
(w) ‘‘Substantial change’’ means, as applicable, a change wherein the proposed plan or

plans differ substantially from the intended purpose for which the district plan or project
plan was approved.

(x) ‘‘Tax increment’’ means that amount of real property taxes collected from real prop-
erty located within the redevelopment district that is in excess of the amount of real property
taxes which is collected from the base year assessed valuation.

(y) ‘‘Taxing subdivision’’ means the county, city, unified school district and any other
taxing subdivision levying real property taxes, the territory or jurisdiction of which includes
any currently existing or subsequently created redevelopment district including a bioscience
development district.

(z) ‘‘Special bond project’’ means a redevelopment project with at least a $50,000,000
capital investment and $50,000,000 in projected gross annual sales revenues or for areas
outside of metropolitan statistical areas, as defined by the federal office of management and
budget the secretary finds the project meets the requirements of subsection (g) and would
be of regional or statewide importance, but a ‘‘special bond project’’ shall not include a
project for a gambling casino.

(aa) ‘‘Marketing study’’ means a study conducted to examine the impact of the rede-
velopment project or special bond project upon similar businesses in the projected market
area.

(bb) ‘‘Projected market area’’ means any area within the state in which the redevelop-
ment project or special bond project is projected to have a substantial fiscal or market impact
upon businesses in such area.

(cc) ‘‘River walk canal facilities’’ means a canal and related water features located ad-
jacent to a river which flows through a major commercial entertainment and tourism area
and facilities related or contiguous thereto, including, but not limited to pedestrian walkways
and promenades, landscaping and parking facilities.

(dd) ‘‘Commence work’’ means the manifest commencement of actual operations on
the development site, such as, erecting a building, excavating the ground to lay a foundation
or a basement or work of like description which a person with reasonable diligence can see
and recognize as being done with the intention and purpose to continue work until the
project is completed.

(ee) ‘‘Major commercial entertainment and tourism area’’ may include, but not be lim-
ited to, a major multi-sport athletic complex.

(ff) ‘‘Major multi-sport athletic complex’’ means an athletic complex that is utilized for
the training of athletes, the practice of athletic teams, the playing of athletic games or the
hosting of events. Such project may include playing fields, parking lots and other
developments.

(gg) ‘‘Bioscience’’ means the use of compositions, methods and organisms in cellular
and molecular research, development and manufacturing processes for such diverse areas
as pharmaceuticals, medical therapeutics, medical diagnostics, medical devices, medical in-
struments, biochemistry, microbiology, veterinary medicine, plant biology, agriculture, in-
dustrial environmental and homeland security applications of bioscience and future devel-
opments in the biosciences. Bioscience includes biotechnology and life sciences.

(hh) ‘‘Bioscience development area’’ means an area that:
(1) Is or shall be owned, operated, or leased by, or otherwise under the control of the

Kansas bioscience authority;
(2) is or shall be used and maintained by a bioscience company; or
(3) includes a bioscience facility.



JOURNAL OF THE SENATE2226

(ii) ‘‘Bioscience development district’’ means the specific area, created under K.S.A. 12-
1771, and amendments thereto, where one or more bioscience development projects may
be undertaken.

(jj) ‘‘Bioscience development project’’ means an approved project to implement a pro-
ject plan in a bioscience development district.

(kk) ‘‘Bioscience development project plan’’ or ‘‘project plan’’ means the plan adopted
by the authority for a bioscience development project pursuant to K.S.A. 12-1772, and
amendments thereto, in a bioscience development district.

(ll) ‘‘Bioscience facility’’ means real property and all improvements thereof used to con-
duct bioscience research, including, without limitation, laboratory space, incubator space,
office space and any and all facilities directly related and necessary to the operation of a
bioscience facility.

(mm) ‘‘Bioscience project area’’ or ‘‘project area’’ means an area designated by the
authority within a bioscience development district.

(nn) ‘‘Biotechnology’’ means those fields focusing on technological developments in
such area as molecular biology, genetic engineering, genomics, proteomics, physiomics,
nanotechnology, biodefense, biocomputing, bioinformatics and future developments asso-
ciated with biotechnology.

(oo) ‘‘Board’’ means the board of directors of the Kansas bioscience authority.
(pp) ‘‘Life sciences’’ means the areas of medical sciences, pharmaceutical sciences, bi-

ological sciences, zoology, botany, horticulture, ecology, toxicology, organic chemistry, phys-
ical chemistry, physiology and any future advances associated with life sciences.

(qq) ‘‘Revenue increase’’ means that amount of real property taxes collected from real
property located within the bioscience development district that is in excess of the amount
of real property taxes which is collected from the base year assessed valuation.

(rr) ‘‘Taxpayer’’ means a person, corporation, limited liability company, S corporation,
partnership, registered limited liability partnership, foundation, association, nonprofit entity,
sole proprietorship, business trust, group or other entity that is subject to the Kansas income
tax act, K.S.A. 79-3201 et seq., and amendments thereto.

(ss) ‘‘Flood-plain increment’’ means the increment determined pursuant to subsection
(b) of section 20, and amendments thereto.

(tt) ‘‘100-year flood-plain area’’ means an area of land existing in a 100-year flood-plain
as determined by either an engineering study of a Kansas certified engineer or by the United
States federal emergency management agency.

Sec. 6. On and after July 1, 2004, K.S.A. 2003 Supp. 79-201b is hereby amended to
read as follows: 79-201b. The following described property, to the extent herein specified,
shall be and is hereby exempt from all property or ad valorem taxes levied under the laws
of the state of Kansas:

First. All real property, and tangible personal property, actually and regularly used exclu-
sively for hospital purposes by a hospital as the same is defined by K.S.A. 65-425, and
amendments thereto, or a psychiatric hospital as the same was defined by K.S.A. 59-2902,
and amendments thereto, as in effect on January 1, 1976, which hospital or psychiatric
hospital is operated by a corporation organized not for profit under the laws of the state of
Kansas or by a corporation organized not for profit under the laws of another state and duly
admitted to engage in business in this state as a foreign, not-for-profit corporation, or a
public hospital authority; and all intangible property including moneys, notes and other
evidences of debt, and the income therefrom, belonging exclusively to such a corporation
and used exclusively for hospital, psychiatric hospital or public hospital authority purposes.
This exemption shall not be deemed inapplicable to property which would otherwise be
exempt pursuant to this paragraph because any such hospital, psychiatric hospital or public
hospital authority: (a) Uses such property for a nonexempt purpose which is minimal in
scope and insubstantial in nature if such use is incidental to the exempt purpose enumerated
in this paragraph; or (b) is reimbursed for the actual expense of using such property for the
exempt purposes enumerated in this paragraph or paragraph second of K.S.A. 79-201, and
amendments thereto; or (c) permits the use of such property for the exempt purposes
enumerated in this paragraph or paragraph second of K.S.A. 79-201, and amendments
thereto, by more than one agency or organization for one or more of such purposes.
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Second. All real property, and tangible personal property, actually and regularly used
exclusively for adult care home purposes by an adult care home as the same is defined by
K.S.A. 39-923, and amendments thereto, which is operated by a corporation organized not
for profit under the laws of the state of Kansas or by a corporation organized not for profit
under the laws of another state and duly admitted to engage in business in this state as a
foreign, not-for-profit corporation, charges to residents for services of which produce an
amount which in the aggregate is less than the actual cost of operation of the home or the
services of which are provided to residents at the lowest feasible cost, taking into consid-
eration such items as reasonable depreciation, interest on indebtedness, acquisition costs,
interest and other expenses of financing acquisition costs, lease expenses and costs of services
provided by a parent corporation at its costs and contributions to which are deductible under
the Kansas income tax act; and all intangible property including moneys, notes and other
evidences of debt, and the income therefrom, belonging exclusively to such corporation and
used exclusively for adult care home purposes. For purposes of this paragraph and for all
taxable years commencing after December 31, 1976, an adult care home which uses its
property in a manner which is consistent with the federal internal revenue service ruling
72-124 issued pursuant to section 501(c)(3) of the federal internal revenue code, shall be
deemed to be operating at the lowest feasible cost. The fact that real property or real or
tangible personal property may be leased from a not-for-profit corporation, which is exempt
from federal income taxation pursuant to section 501(c)(3) of the internal revenue code of
1986, and amendments thereto, and which is the parent corporation to the not-for-profit
operator of an adult care home, shall not be grounds to deny exemption or deny that such
property is actually and regularly used exclusively for adult care home purposes by an adult
care home, nor shall the terms of any such lease be grounds for any such denial. For all
taxable years commencing after December 31, 1995, such property shall be deemed to be
used exclusively for adult care home purposes when used as a not-for-profit day care center
for children which is licensed pursuant to K.S.A. 65-501 et seq., and amendments thereto.

Third. All real property, and tangible personal property, actually and regularly used ex-
clusively for private children’s home purposes by a private children’s home as the same is
defined by K.S.A. 75-3329, and amendments thereto, which is operated by a corporation
organized not for profit under the laws of the state of Kansas or by a corporation organized
not for profit under the laws of another state and duly admitted to engage in business in
this state as a foreign, not-for-profit corporation, charges to residents for services of which
produce an amount which in the aggregate is less than the actual cost of operation of the
home or the services of which are provided to residents at the lowest feasible cost, taking
into consideration such items as reasonable depreciation and interest on indebtedness, and
contributions to which are deductible under the Kansas income tax act; and all intangible
property including moneys, notes and other evidences of debt, and the income therefrom,
belonging exclusively to such a corporation and used exclusively for children’s home
purposes.

Fourth. All real property and tangible personal property, actually and regularly used ex-
clusively for housing for elderly and handicapped persons having a limited or lower income,
or used exclusively for cooperative housing for persons having a limited or low income,
assistance for the financing of which was received under 12 U.S.C.A. 1701 et seq., or under
42 U.S.C.A. 1437 et seq., which is operated by a corporation organized not for profit under
the laws of the state of Kansas or by a corporation organized not for profit under the laws
of another state and duly admitted to engage in business in this state as a foreign, not-for-
profit corporation; and all intangible property including moneys, notes and other evidences
of debt, and the income therefrom, belonging exclusively to such a corporation and used
exclusively for the purposes of such housing. For the purposes of this subsection, cooperative
housing shall mean means those not-for-profit cooperative housing projects operating or
established pursuant to sections 236 or 221(d)(3), or both, of the national housing act and
which have been approved as a cooperative housing project pursuant to applicable federal
housing administration and U.S. Department of Housing and Urban Development statutes,
and rules and regulations, during such time as the use of such properties are: (1) Restricted
pursuant to such act, statutes or rules and regulations thereof; or (2) subject to affordability
financing standards established pursuant to the national housing act during such time that
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such not-for-profit corporation has adopted articles of incorporation or by-laws, or both,
requiring such corporation to continue to operate in compliance with the United States
department of housing and urban development affordability income guidelines established
pursuant to sections 236 or 221(d)(3) of the national housing act or rules and regulations
thereof.

Fifth. All real property and tangible personal property, actually and regularly used exclu-
sively for housing for elderly persons, which is operated by a corporation organized not for
profit under the laws of the state of Kansas or by a corporation organized not for profit
under the laws of another state and duly admitted to engage in business in this state as a
foreign, not-for-profit corporation, in which charges to residents produce an amount which
in the aggregate is less than the actual cost of operation of the housing facility or the services
of which are provided to residents at the lowest feasible cost, taking into consideration such
items as reasonable depreciation and interest on indebtedness and contributions to which
are deductible under the Kansas income tax act; and all intangible property including mon-
eys, notes and other evidences of debt, and the income therefrom, belonging exclusively to
such corporation and used exclusively for the purpose of such housing. For purposes of this
paragraph and for all taxable years commencing after December 31, 1976, an adult care
home which uses its property in a manner which is consistent with the federal internal
revenue service ruling 72-124 issued pursuant to section 501(c)(3) of the federal internal
revenue code, shall be deemed to be operating at the lowest feasible cost. For all taxable
years commencing after December 31, 1995, such property shall be deemed to be used
exclusively for housing for elderly persons purposes when used as a not-for-profit day care
center for children which is licensed pursuant to K.S.A. 65-501 et seq., and amendments
thereto.

Sixth. All real property and tangible personal property actually and regularly used exclu-
sively for the purpose of group housing of mentally ill or retarded and other handicapped
persons which is operated by a corporation organized not for profit under the laws of the
state of Kansas or by a corporation organized not for profit under the laws of another state
and duly admitted to engage in business in this state as a foreign, not-for-profit corporation,
in which charges to residents produce an amount which in the aggregate is less than the
actual cost of operation of the housing facility or the services of which are provided to
residents at the lowest feasible cost, taking into consideration such items as reasonable
depreciation and interest on indebtedness and contributions to which are deductible under
the Kansas income tax act, and which is licensed as a facility for the housing of mentally ill
or retarded and other handicapped persons under the provisions of K.S.A. 75-3307b, and
amendments thereto, or as a rooming or boarding house used as a facility for the housing
of mentally retarded and other handicapped persons which is licensed as a lodging estab-
lishment under the provisions of K.S.A. 36-501 et seq., and amendments thereto.

The provisions of this section, except as otherwise specifically provided, shall apply to all
taxable years commencing after December 31, 1998.

Sec. 7. On and after July 1, 2004, K.S.A. 2003 Supp. 79-201c is hereby amended to
read as follows: 79-201c. The following described property, to the extent herein specified,
shall be and is hereby exempt from all property or ad valorem taxes levied under the laws
of the state of Kansas:

First. The wearing apparel of every person.
Second. All household goods and personal effects not used for the production of income.

The terms household goods and personal effects when used in this act, except as otherwise
specifically provided, shall include all items of furniture, cooking utensils, refrigerators, deep
freezers, washing and drying machines, dishwashers, stoves, ranges, ironers, vacuum clean-
ers, sewing machines, radios, record players, television sets, shop and hobby equipment
used in or about the home, fishing equipment (not including boats), bicycles, yard and
garden equipment, firearms, golf clubs, photographic equipment, jewelry, luggage, musical
instruments, air conditioners if not a part of the central heating and air conditioning system,
sailboards and pick-up truck shells. For the purposes of this paragraph, household goods
and personal effects shall not be deemed to be used for the production of income when
used in the home for day care home purposes if such home has been registered or licensed
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pursuant to K.S.A. 65-501 et seq., and amendments thereto, or when used in the home for
bed and breakfast home purposes as defined in K.S.A. 79-1439, and amendments thereto.

Third. All lands used exclusively as graveyards.
The provisions of this section shall apply to all taxable years commencing after December

31, 1998 2003.
Sec. 8. K.S.A. 79-332a is hereby amended to read as follows: 79-332a. (a) Any person,

corporation or association owning oil and gas leases or engaged in operating for oil or gas
who fails to make and file a statement of assessment on or before April 1 shall be subject
to a penalty as follows:

(1) The appraiser shall, after having ascertained the assessed value of the property of
such taxpayer, add 5% thereto as a penalty for late filing if the failure is not for more than
one month, with an additional 5% for each additional month or fraction thereof during
which such failure continues, not exceeding 25% in the aggregate.

(2) If the statement of assessment is filed more than one year from April 1, the appraiser
shall, after having ascertained the assessed value of the property of such taxpayer, add 50%
thereto as a penalty for late filing. The county treasurer may not distribute any taxes assessed
under this section and paid under protest by the taxpayer pursuant to K.S.A. 79-2005, and
amendments thereto, until such time as the appeal is final.

(b) For good cause shown the county appraiser may extend the time in which to make
and file such statement. Such request for extension of time shall be in writing and shall be
received by the county appraiser prior to the due date of the statement of assessment.

(c) Whenever any person, corporation or association owning oil and gas leases or en-
gaged in operating for oil or gas shall fail to make and deliver to the county appraiser of
every county wherein the property to be assessed is located, a full and complete statement
of assessment relative to such property as required by blank forms prepared or approved
for the purpose by the director of property valuation to elicit the information necessary to
fix the valuation of the property, the appraiser shall ascertain the assessed value of the
property of such taxpayer, and shall add 50% thereto as a penalty for failing to file such
statement.

(d) The board of tax appeals shall have the authority to abate any penalty imposed under
the provisions of this section and order the refund of the abated penalty, whenever excusable
neglect on the part of the person, corporation or association required to make and file the
statement of assessment is shown, or whenever the property for which a statement of as-
sessment was not filed as required by law is repossessed, judicially or otherwise, by a secured
creditor and such secured creditor pays the taxes and interest due.

Sec. 9. On and after July 1, 2004, K.S.A. 2003 Supp. 79-412 is hereby amended to read
as follows: 79-412. It shall be the duty of the county or district appraiser to value the land
and improvements; but. The value of the land and improvements shall be entered on the
assessment roll in a single aggregate, except as hereinafter provided. Improvements owned
by entities other than the owner of the land shall be assessed to the owners of such im-
provements, if the lease agreement has been recorded or filed in the office of the register
of deeds. The words ‘‘building on leased ground’’ shall appear on the first page of the lease
agreement. It shall be the responsibility of the person recording or filing the lease agreement
to include such words as provided in this section. Failure to include such words as provided
in this section may result in such improvements being assessed to the owner of the land. As
used in this section, the term ‘‘person’’ means any individual, business, domestic or foreign
corporation, partnership or association. Delinquent taxes imposed on such improvements
may be collected by levy and sale of the interests of such owners the same as in cases of
the collection of taxes on personal property.

Sec. 10. K.S.A. 79-1427a is hereby amended to read as follows: 79-1427a. (a) If, the
county appraiser discovers, after the tax roll has been certified to the county clerk, that any
tangible personal property subject to taxation has been omitted from the tax rolls, the county
clerk shall place such property on the tax roll as an added tax, or if, after one year from the
date prescribed by K.S.A. 79-306, and amendments thereto, for the listing of tangible per-
sonal property, the county appraiser discovers that any tangible personal property which
was subject to taxation in any year or years within two years next preceding January 1 of the
calendar year in which it was discovered has not been listed or has been underreported for
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whatever reason, such property shall be deemed to have escaped taxation. In the case of
property which has not been listed, it shall be the duty of the county appraiser to list and
appraise such property and, for an added tax, add penalties as prescribed in K.S.A. 79-1422,
and amendments thereto, and which shall be designated on the appraisal roll as an added
appraisal for that year. In the case of property which has escaped taxation, it shall be the
duty of the county appraiser to list and appraise such property and add 50% thereto as a
penalty for escaping taxation for each such year during which such property was not listed,
and it shall be designated on the appraisal roll as ‘‘escaped appraisal’’ for each such preceding
year or years. In the case of property which has been listed but underreported, it shall be
the duty of the county appraiser to list and appraise the underreported portion of such
property and add 50% thereto as a penalty for escaping taxation for each such year during
which such property was underreported, and it shall be designated on the appraisal roll as
‘‘escaped appraisal’’ for each such preceding year or years. The county clerk, upon receipt
of the valuation for such property in either of the aforementioned cases, shall place such
property on the tax rolls and compute the amount of tax due based upon the mill levy for
the year or years in which such tax should have been levied, and shall certify such amount
to the county treasurer as an added or escaped appraisal. The amount of such tax shall be
due immediately and payable within 45 days after the issuance of an additional or escaped
property tax bill by the county treasurer. The county treasurer may not distribute any taxes
assessed under this section and paid under protest by the taxpayer pursuant to K.S.A. 79-
2005, and amendments thereto, until such time as the appeal is final. No interest shall be
imposed unless the tax remains unpaid after such 45 day period. Taxes levied pursuant to
this section which remain unpaid after such 45 day period shall be deemed delinquent and
the county treasurer shall collect and distribute such tax in the same manner as prescribed
by law for the collection and distribution of other taxes levied upon property which are
delinquent. If the owner of such property is deceased, taxes charged as herein provided
shall be levied against the estate of such deceased person for only two calendar years pre-
ceding death and shall be paid by the legal representative or representatives of such estate.
In the event that such escaped appraisal is due to any willful or clerical error of the county
appraiser, such property shall be appraised at its fair market value and no penalty shall be
added.

(b) A taxpayer with a grievance as to any penalty applied pursuant to the provisions of
this section, may appeal to the state board of tax appeals on forms prepared by the state
board of tax appeals and provided by the county appraiser. The state board of tax appeals
shall have the authority to abate any penalty imposed under the provisions of this section
and order the refund of the abated penalty, whenever excusable neglect on the part of the
person required to make and file the statement listing property for assessment and taxation
purposes is shown, or whenever the property which has been deemed to have escaped
taxation is repossessed, judicially or otherwise, by a secured creditor and such creditor pays
the taxes and interest due. No interest shall be assessed during the pendency of this appeal.

(c) The provisions of this section shall apply to any tangible personal property discovered
during the calendar years 1982, 1983, 1984 and any year thereafter to have escaped appraisal
and taxation during any such year or any year within two years next preceding any such
year.

Sec. 11. On and after July 1, 2004, K.S.A. 79-1439 is hereby amended to read as follows:
79-1439. (a) All real and tangible personal property which is subject to general ad valorem
taxation shall be appraised uniformly and equally as to class and, unless otherwise specified
herein, shall be appraised at its fair market value, as defined in K.S.A. 79-503a, and amend-
ments thereto.

(b) Property shall be classified into the following classes and assessed at the percentage
of value prescribed therefor:

(1) Real property shall be assessed as to subclass at the following percentages of value:
(A) Real property used for residential purposes including multi-family residential real

property, real property necessary to accommodate a residential community of mobile or
manufactured homes including the real property upon which such homes are located and,
residential real property used partially for day care home purposes if such home has been
registered or licensed pursuant to K.S.A. 65-501 et seq., and amendments thereto, and
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residential real property used partially for bed and breakfast home purposes at 11.5%. As
used in this paragraph ‘‘bed and breakfast home’’ means a residence with five or fewer
bedrooms available for overnight guests who stay for not more than 28 consecutive days for
which there is compliance with all zoning or other applicable ordinances or laws which
pertain to facilities which lodge and feed guests;

(B) land devoted to agricultural use valued pursuant to K.S.A. 79-1476, and amend-
ments thereto, at 30%;

(C) vacant lots at 12%;
(D) real property which is owned and operated by a not-for-profit organization not

subject to federal income taxation pursuant to section 501 of the federal internal revenue
code and included herein pursuant to K.S.A. 79-1439a, and amendments thereto, at 12%;

(E) public utility real property, except railroad property which shall be assessed at the
average rate all other commercial and industrial property is assessed, at 33%. As used in
this paragraph, ‘‘public utility’’ shall have the meaning ascribed thereto by K.S.A. 79-5a01,
and amendments thereto;

(F) real property used for commercial and industrial purposes and buildings and other
improvements located upon land devoted to agricultural use at 25%; and

(G) all other urban and rural real property not otherwise specifically subclassed at 30%.
(2) Personal property shall be classified into the following classes and assessed at the

percentage of value prescribed therefor:
(A) Mobile homes used for residential purposes at 11.5%;
(B) mineral leasehold interests, except oil leasehold interests the average daily produc-

tion from which is five barrels or less, and natural gas leasehold interests, the average daily
production from which is 100 mcf or less, which shall be assessed at 25%, at 30%;

(C) public utility tangible personal property including inventories thereof, except rail-
road personal property including inventories thereof, which shall be assessed at the average
rate all other commercial and industrial property is assessed, at 33%. As used in this para-
graph, ‘‘public utility’’ shall have the meaning ascribed thereto by K.S.A. 79-5a01, and
amendments thereto;

(D) all categories of motor vehicles listed and taxed pursuant to K.S.A. 79-306d, and
amendments thereto, and over-the-road motor vehicles defined pursuant to K.S.A. 79-6a01,
and amendments thereto, at 30%;

(E) commercial and industrial machinery and equipment, including rolling equipment
defined pursuant to K.S.A. 79-6a01, and amendments thereto, which, if its economic life is
seven years or more, shall be valued at its retail cost when new less seven-year straight-line
depreciation, or which, if its economic life is less than seven years, shall be valued at its
retail cost when new less straight-line depreciation over its economic life, except that, the
value so obtained for such property as long as it is being used shall not be less than 20% of
the retail cost when new of such property at 25%; and

(F) all other tangible personal property not otherwise specifically classified at 30%.
Sec. 12. On and after July 1, 2004, K.S.A. 79-1459 is hereby amended to read as follows:

79-1459. The county appraiser shall:
(a) Prepare an accurate appraisal map or maps of all real estate located within the county

showing: (1) All property or lot lines; (2) the names of all subdivisions; (3) block and lot
numbers in urban areas; (4) township, range and government lot numbers in rural areas;
(5) street names; (6) rights-of-way; (7) recorded easements; and (8) any other information
which may be deemed useful to the county appraiser or may be prescribed by the director
of property valuation. Such map or maps shall be kept current.

(b) Utilizing the format prescribed or approved by the director of property valuation,
prepare an appraisal record for each improvement or group of buildings which constitute
an improvement showing: (1) Name and address of the property owner, the property clas-
sification and subclassification, taxing unit number and the city or township in which the
property is located; (2) a description of the parcel of real estate adequate to locate it upon
the appraisal map; (3) a sketch of the improvements showing dimensions and, if found
advisable, a photograph thereof; (4) the building classification category as provided for by
law; (5) the major building specifications of each improvement; (6) the exact or approximate
date of construction of each building; (7) the value indicators of the improvements; (8) the
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appraised valuation of the improvements and of the land and of their total; and (9) any other
information which may be deemed useful to the county appraiser or may be prescribed by
the director of property valuation. If the appraisal record is contained on a card, the card
shall have enough columns to show changes and appraised value of five or more successive
years.

(c) Utilizing the format prescribed or approved by the director of property valuation,
prepare an appraisal record for each parcel of land showing: (1) The name and address of
the property owner, the property classification and subclassification, taxing unit number and
city or township in which the property is located; (2) a description of the parcel of land
adequate to locate it upon the appraisal map; (3) a sketch of the dimension of the land and
the total number of acres; (4) the general classification of land as provided for by law and,
if agricultural, the number of acres in each capability classification; (5) the value indicators
of the appraised land; (6) the appraisal of the land and of the improvements and of their
total; and (7) any other information which may be deemed useful to the county appraiser
or may be prescribed by the director of property valuation. If the appraisal record is con-
tained on a card, the card shall have enough columns to show changes and appraised value
of five or more successive years.

(d) If it is found advisable, combine the land appraisal record and the improvements
appraisal record provided for in subsections (b) and (c) showing all information required
therein.

(e) Annually, as of January 1, classify all taxable and exempt real and personal property
into one of the following classifications:

Residential. Residential property shall include all land and improvements utilized or
intended to be utilized as a dwelling or home and all personal property listed on residential
personal property statements, including all land and improvements whether or not contig-
uous to the land accommodating a dwelling or home used to store household goods and
personal effects not used for the production of income.

Commercial. Commercial property shall include all land and improvements utilized or
intended to be utilized as a business or income producing enterprise and all personal prop-
erty subject to ad valorem taxation listed on commercial personal property statements.

Agricultural. Agricultural property shall include all land and improvements utilized or
intended to be utilized for the production of livestock or crops and all personal property
listed on agricultural personal property statements.

State Appraised. State appraised property shall include all property designated by stat-
ute to be appraised by the director of the division of property valuation.

Public Service. Public service property shall include all land and improvements utilized
for benevolent, charitable, religious or governmental purposes and all personal property
listed on public service personal property statements.

The county appraiser shall, annually, as of January 1, subclassify each major classification
of all taxable and exempt, real and personal property in a manner prescribed by the director
of the division of property valuation.

Sec. 13. K.S.A. 2003 Supp. 79-2005 is hereby amended to read as follows: 79-2005. (a)
Any taxpayer, before protesting the payment of such taxpayer’s taxes, shall be required,
either at the time of paying such taxes, or, if the whole or part of the taxes are paid prior
to December 20, no later than December 20, or, with respect to taxes paid in whole on or
before December 20 by an escrow or tax service agent, no later than January 31 of the next
year, to file a written statement with the county treasurer, on forms approved by the state
board of tax appeals and provided by the county treasurer, clearly stating the grounds on
which the whole or any part of such taxes are protested and citing any law, statute or facts
on which such taxpayer relies in protesting the whole or any part of such taxes. When the
grounds of such protest is an assessment of taxes made pursuant to K.S.A. 79-332a and 79-
1427a, and amendments thereto, the county treasurer may not distribute the taxes paid
under protest until such time as the appeal is final. When the grounds of such protest is that
the valuation or assessment of the property upon which the taxes are levied is illegal or void,
the county treasurer shall forward a copy of the written statement of protest to the county
appraiser who shall within 15 days of the receipt thereof, schedule an informal meeting with
the taxpayer or such taxpayer’s agent or attorney with reference to the property in question.
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The county appraiser shall review the appraisal of the taxpayer’s property with the taxpayer
or such taxpayer’s agent or attorney and may change the valuation of the taxpayer’s property,
if in the county appraiser’s opinion a change in the valuation of the taxpayer’s property is
required to assure that the taxpayer’s property is valued according to law, and shall, within
15 business days thereof, notify the taxpayer in the event the valuation of the taxpayer’s
property is changed, in writing of the results of the meeting. In the event the valuation of
the taxpayer’s property is changed and such change requires a refund of taxes and interest
thereon, the county treasurer shall process the refund in the manner provided by subsection
(l).

(b) No protest appealing the valuation or assessment of property shall be filed pertaining
to any year’s valuation or assessment when an appeal of such valuation or assessment was
commenced pursuant to K.S.A. 79-1448, and amendments thereto, nor shall the second half
payment of taxes be protested when the first half payment of taxes has been protested.
Notwithstanding the foregoing, this provision shall not prevent any subsequent owner from
protesting taxes levied for the year in which such property was acquired, nor shall it prevent
any taxpayer from protesting taxes when the valuation or assessment of such taxpayer’s
property has been changed pursuant to an order of the director of property valuation.

(c) A protest shall not be necessary to protect the right to a refund of taxes in the event
a refund is required because the final resolution of an appeal commenced pursuant to K.S.A.
79-1448, and amendments thereto, occurs after the final date prescribed for the protest of
taxes.

(d) If the grounds of such protest shall be that the valuation or assessment of the prop-
erty upon which the taxes so protested are levied is illegal or void, such statement shall
further state the exact amount of valuation or assessment which the taxpayer admits to be
valid and the exact portion of such taxes which is being protested.

(e) If the grounds of such protest shall be that any tax levy, or any part thereof, is illegal,
such statement shall further state the exact portion of such tax which is being protested.

(f) Upon the filing of a written statement of protest, the grounds of which shall be that
any tax levied, or any part thereof, is illegal, the county treasurer shall mail a copy of such
written statement of protest to the state board of tax appeals and the governing body of the
taxing district making the levy being protested.

(g) Within 30 days after notification of the results of the informal meeting with the
county appraiser pursuant to subsection (a), the protesting taxpayer may, if aggrieved by the
results of the informal meeting with the county appraiser, appeal such results to the state
board of tax appeals.

(h) After examination of the copy of the written statement of protest and a copy of the
written notification of the results of the informal meeting with the county appraiser in cases
where the grounds of such protest is that the valuation or assessment of the property upon
which the taxes are levied is illegal or void, the board shall conduct a hearing in accordance
with the provisions of the Kansas administrative procedure act, unless waived by the inter-
ested parties in writing. If the grounds of such protest is that the valuation or assessment
of the property is illegal or void the board shall notify the county appraiser thereof.

(i) In the event of a hearing, the same shall be originally set not later than 90 days after
the filing of the copy of the written statement of protest and a copy, when applicable, of
the written notification of the results of the informal meeting with the county appraiser with
the board. With regard to any matter properly submitted to the board relating to the de-
termination of valuation of residential property or real property used for commercial and
industrial purposes for taxation purposes, it shall be the duty of the county appraiser to
initiate the production of evidence to demonstrate, by a preponderance of the evidence, the
validity and correctness of such determination except that no such duty shall accrue to the
county or district appraiser with regard to leased commercial and industrial property unless
the property owner has furnished to the county or district appraiser a complete income and
expense statement for the property for the three years next preceding the year of appeal.
No presumption shall exist in favor of the county appraiser with respect to the validity and
correctness of such determination. In all instances where the board sets a request for hearing
and requires the representation of the county by its attorney or counselor at such hearing,
the county shall be represented by its county attorney or counselor.
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(j) When a determination is made as to the merits of the tax protest, the board shall
render and serve its order thereon. The county treasurer shall notify all affected taxing
districts of the amount by which tax revenues will be reduced as a result of a refund.

(k) If a protesting taxpayer fails to file a copy of the written statement of protest and a
copy, when applicable, of the written notification of the results of the informal meeting with
the county appraiser with the board within the time limit prescribed, such protest shall
become null and void and of no effect whatsoever.

(l) (1) In the event the board orders that a refund be made pursuant to this section or
the provisions of K.S.A. 79-1609, and amendments thereto, or a court of competent juris-
diction orders that a refund be made, and no appeal is taken from such order, or in the
event a change in valuation which results in a refund pursuant to subsection (a), the county
treasurer shall, as soon thereafter as reasonably practicable, refund to the taxpayer such
protested taxes and, with respect to protests or appeals commenced after the effective date
of this act, interest computed at the rate prescribed by K.S.A. 79-2968, and amendments
thereto, minus two percentage points, per annum from the date of payment of such taxes
from tax moneys collected but not distributed. Upon making such refund, the county trea-
surer shall charge the fund or funds having received such protested taxes, except that, with
respect to that portion of any such refund attributable to interest the county treasurer shall
charge the county general fund. In the event that the board or court finds that any time
delay in making its decision is unreasonable and is attributable to the taxpayer, it may order
that no interest or only a portion thereof be added to such refund of taxes.

(2) No interest shall be allowed pursuant to paragraph (1) in any case where the tax
paid under protest was inclusive of delinquent taxes.

(m) Whenever, by reason of the refund of taxes previously received or the reduction of
taxes levied but not received as a result of decreases in assessed valuation, it will be impos-
sible to pay for imperative functions for the current budget year, the governing body of the
taxing district affected may issue no-fund warrants in the amount necessary. Such warrants
shall conform to the requirements prescribed by K.S.A. 79-2940, and amendments thereto,
except they shall not bear the notation required by such section and may be issued without
the approval of the state board of tax appeals. The governing body of such taxing district
shall make a tax levy at the time fixed for the certification of tax levies to the county clerk
next following the issuance of such warrants sufficient to pay such warrants and the interest
thereon. All such tax levies shall be in addition to all other levies authorized by law.

(n) The county treasurer shall disburse to the proper funds all portions of taxes paid
under protest and shall maintain a record of all portions of such taxes which are so protested
and shall notify the governing body of the taxing district levying such taxes thereof and the
director of accounts and reports if any tax protested was levied by the state.

(o) This statute shall not apply to the valuation and assessment of property assessed by
the director of property valuation and it shall not be necessary for any owner of state assessed
property, who has an appeal pending before the board of tax appeals, to protest the payment
of taxes under this statute solely for the purpose of protecting the right to a refund of taxes
paid under protest should that owner be successful in that appeal.

Sec. 14. On and after July 1, 2004, K.S.A. 2003 Supp. 79-3408 is hereby amended to
read as follows: 79-3408. (a) A tax per gallon or fraction thereof, at the rate computed as
prescribed in K.S.A. 79-34,141, and amendments thereto, is hereby imposed on the use,
sale or delivery of all motor vehicle fuels or special fuels which are used, sold or delivered
in this state for any purpose whatsoever.

(b) Every retail pump for motor-vehicle fuels shall be conspicuously labeled to show
the content and percentage of any ethyl alcohol or other alcohol combined or alone in excess
of 1% by volume.

(c) Unless otherwise specified in K.S.A. 79-3408c, and amendments thereto, the inci-
dence of this tax is imposed on the distributor of the first receipt of the motor fuel and such
taxes shall be paid but once. Such tax shall be computed on all motor-vehicle fuels or special
fuels received by each distributor, manufacturer or importer in this state and paid in the
manner provided for herein, except that an allowance of 2.5% shall be made and deducted
by the distributor to cover all ordinary losses which may have resulted from physical loss
while handling such motor-vehicle fuels or special fuels. No such allowance shall be made
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on any motor-vehicle fuel or special fuel exported from the state or sold to the United States
of America or any of its agencies or instrumentalities as are now or hereinafter exempt by
law from liability to state taxation. No such allowance shall be made for any motor-vehicle
fuel or special fuel sold or disposed of to a consumer in tank car, transport or pipeline lots.

(d) No tax is hereby imposed upon or with respect to the following transactions:
(1) The sale or delivery of motor-vehicle fuel or special fuel for export from the state

of Kansas to any other state or territory or to any foreign country.
(2) The sale or delivery of motor-vehicle fuel or special fuel to the United States of

America and such of its agencies as are now or hereafter exempt by law from liability to
state taxation.

(3) The sale or delivery of motor-vehicle fuel or special fuel to a contractor for use in
performing work for the United States or those agencies of the United States above men-
tioned, provided such contractor has in effect with the United States or any such agency a
cost-plus-a-fixed-fee contract covering the work.

(4) The sale or delivery of motor-vehicle fuel or special fuel which is aviation fuel.
(5) The first sale or delivery of motor-vehicle fuel or special fuel from a refinery, pipeline

terminal, pipeline tank farm or other place to a duly licensed distributor who in turn resells
to another duly licensed distributor.

(6) The sale or delivery of special fuel which is indelibly dyed in accordance with reg-
ulations prescribed pursuant to 26 U.S.C. 4082 and such special fuel is only used for non-
highway purposes.

(7) The sale of kerosene used as a fuel only to power antique steam motor vehicles first
manufactured prior to 1940.

(e) Each distributor, manufacturer, importer, exporter or retailer shall make full reports
and furnish such further information as the director may require with reference to all trans-
actions upon which no tax is to be paid.

Sec. 15. On and after July 1, 2004, K.S.A. 79-3458 is hereby amended to read as follows:
79-3458. After purchasing or acquiring for use motor-vehicle fuel or special fuel upon which
refund of the tax may be due, a purchaser and claimant may file with the director a claim
on a form furnished by the director. Such claim for refund must be filed within one year
after the date of purchase of the motor-vehicle fuels or special fuels on which a tax refund
is claimed. The claim shall show or include the following:

(1) The name, post office address and the refund permit number of the claimant;
(2) the total number of gallons of motor-vehicle fuel or special fuel purchased as rep-

resented supported by original invoices or automated invoices or self-generated lists which
shall be attached, and which invoices shall approved by the director that show that the
claimant has paid the distributor or retailer delivering price of such motor-vehicle fuel or
special fuel in full, including the motor-vehicle fuel or special fuel tax. If an original invoice
shall be is lost or destroyed, a statement to that effect shall accompany the claim for refund
and such statement shall also set forth the date of delivery, the serial number of the invoice,
number of gallons of motor-vehicle fuel or special fuel purchased and the name of the
distributor or retailer from whom purchased; and if the director finds that the invoice was
originally properly issued and that the claim is otherwise regular, the director shall allow
such claim for refund;

(3) the amount of the claim; and
(4) if motor-vehicle fuel or special fuel for motor vehicles using the public highways is

generally purchased for delivery directly to the fuel tank of such vehicles, the name of the
dealer from whom the greater portion of such purchases are made.

All applications for refunds furnished by the director shall contain a printed warning
clause. Every such application for refund if made by an individual shall be signed by the
claimant and if the claimant is a corporation or association it shall be signed by one of the
principal officers of the corporation or association and in the case of a partnership, by one
of the partners.

Sec. 16. On and after January 1, 2005, K.S.A. 2003 Supp. 79-3651 is hereby amended
to read as follows: 79-3651. (a) For the purpose of the proper administration of the Kansas
retailers’ sales tax act and to prevent evasion of the tax imposed thereunder, it shall be
presumed that all gross receipts from the sale of tangible personal property or enumerated
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services are subject to tax until the contrary is established. The burden of proving that a
sale is not subject to tax is upon the seller unless the seller takes from the purchaser an
exemption certificate to the effect that the property or service purchased is not subject to
tax.

(b) An exemption certificate shall relieve the seller from collecting and remitting tax if
the seller has obtained the required identifying information as determined by the director,
from the purchaser and the reason for claiming the exemption at the time of purchase and
has maintained proper records of exempt transactions pursuant to subsection (a) of K.S.A.
79-3609, and amendments thereto and provided them to the director when requested,
except that a seller who fraudulently fails to collect the tax or solicits purchasers to participate
in the unlawful claim of an exemption shall not be relieved from such liability. The seller
shall obtain the same information for proof of a claimed exemption regardless of the medium
in which the transaction occurred. The purchaser improperly claiming an exemption shall
remain liable for the nonpayment of tax.

(c) The exemption certificate shall be substantially in such form as the director may
prescribe. The seller shall use the standard form for claiming an exemption electronically
as adopted by the director. A seller may require a purchaser to provide a copy of the
purchaser’s sales tax registration certificate with a resale certificate as a condition for hon-
oring the purchaser’s resale exemption claim. A purchaser is not required to provide a
signature to claim an exemption from tax unless a paper exemption certificate is used.

(d) To lawfully present a resale exemption certificate the purchaser must be engaged
in the business of selling property or services of the same kind that is purchased, hold a
registration certificate, and at the time of purchase, either intend to resell the property in
the regular course of business or be unable to ascertain whether the property will be resold
or used for some other purpose.

(e) Any person who issues a resale certificate or other exemption certificate in order to
unlawfully avoid payment of tax for business or personal gain shall be guilty of a misde-
meanor and upon conviction shall be punished by a fine of not more than $1,000 or im-
prisonment for not more than one year, or by both. In addition, if the director determines
that a person issued a resale certificate in order to unlawfully avoid payment of tax for
business or personal gain, the director shall increase any penalty that is due from the person
under K.S.A. 79-3615, and amendments thereto, by $250 or 10 times the tax due, whichever
is greater, on each transaction where the misuse of a resale certificate occurred.

(f) Exemption certificates issued by a nonprofit an entity claiming a specific exemption
under K.S.A. 79-3606, and amendments thereto, based on the status of the entity shall bear
the name and, address of the entity and identification number issued to the entity pursuant
to section 21, and amendments thereto, and indicate the subsection under which the ex-
emption is being claimed. Such certificate shall be signed by an officer, office manager or
other administrator of the nonprofit entity, if in paper form, and contain the driver’s license
number of the signer. The certificate shall be substantially in such form as the director may
prescribe. Payments made on an exempt entity’s check, warrant, voucher or is charged to
the entity’s account shall relieve the seller from collecting and remitting the tax if it is taken
in good faith.

(g) It shall be the duty of every person who purchases tangible personal property or
services that are taxable under this act to pay the full amount of tax that is lawfully due to
the retailer making the sale. Any person who willfully and intentionally refuses to pay such
tax to the retailer shall be guilty of a misdemeanor and upon conviction shall be punished
and fined as provided by subsection (g) of K.S.A. 79-3615, and amendments thereto.

Sec. 17. On and after July 1, 2004, K.S.A. 79-4216 is hereby amended to read as follows:
79-4216. As used in this act, unless the context clearly requires otherwise, the following
words and phrases shall have the meanings ascribed to them herein:

(a) ‘‘Barrel’’ for oil measurement means a barrel of 42 U.S. gallons of 231 cubic inches
per gallon, computed at a temperature of 60 degrees Fahrenheit.

(b) ‘‘Director’’ means the director of taxation.
(c) ‘‘Gas’’ means natural gas taken from below the surface of the earth or water in this

state, regardless of whether from a gas well or from a well also productive of oil or any other
product.
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(d) ‘‘Gross value’’ means the sale price of oil or gas at the time of removal of the oil or
gas from the lease or production unit and if oil or gas is exchanged for something other than
cash, or if no sale occurs at the time of removal or if the director determines that the
relationship between the buyer and the seller is such that the consideration paid, if any, is
not indicative of the true value or market price, then the director shall determine the value
of the oil or gas subject to tax based on the cash price paid to one or more producers for
the oil or gas or based on the cash price paid to producers for like quality oil or gas in the
vicinity of the lease or production unit at the time of the removal of the oil or gas from the
lease or production unit.

(e) ’’Lease number’’ means the number assigned by the director of taxation to identify
each well, lease or combination of wells within a lease.

(f) ‘‘Oil’’ means petroleum, or other crude oil, condensate, casinghead gasoline, or other
mineral oil which is severed or withdrawn from below the surface of the soil or water in
this state.

(f) (g) ‘‘Operator’’ means the person primarily responsible for the management and
operation of coal, oil or gas productions from a lease, production unit or mine.

(g) (h) ‘‘Person’’ means any natural person, firm, copartnership, joint venture, associa-
tion, corporation, estate, trust or any other group or combination acting as a unit, and the
plural as well as the singular number.

(h) (i) ‘‘Producer’’ means any person owning, controlling, managing or leasing any coal,
oil or gas property or oil or gas well or coal or salt mine, and any person who serves in any
manner any coal, oil or gas in this state, and shall include any person owning any direct and
beneficial interest in any coal, oil or gas produced, whether severed by such person or some
other person on their behalf, either by lease, contract or otherwise, including a royalty owner.

(i) (j) ‘‘Remove’’ or ‘‘removal’’ means the physical transportation of coal, oil or gas off
of the lease or production unit or from the mine where severed; and if the manufacture or
conversion of crude oil or natural gas into refined products occurs on the premises where
severed, oil or gas shall be deemed to have been removed on the date such manufacture or
conversion begins.

(j) (k) ‘‘Secretary’’ means the secretary of revenue.
(k) (l) ‘‘Severed’’ or ‘‘severing’’ means: (1) The production of oil through extraction or

withdrawal of the same from below the surface of the soil or water, whether such extraction
or withdrawal shall be by natural flow, mechanical flow, forced flow, pumping or any other
means employed to get the oil from below the surface of the soil or water and shall include
the withdrawal by any means whatsoever of oil upon which the tax has not been paid, from
any surface reservoir, natural or artificial, or from a water surface; (2) the production of gas
through the extraction or withdrawal of the same by any means whatsoever, from below the
surface of the earth or water; and (3) the physical removal of coal from the earth.

(l) (m) ‘‘Taxpayer’’ means any person liable for the taxes imposed by this act.
(m) (n) ‘‘Disruption of production’’ means, in the case of oil, a continuous 24-hour

period during which a well is not producing. Circulating and missed production days shall
be considered production days if the operator can demonstrate that any lost production is
subsequently recovered during a later production day. In the case of gas, a continuous one-
hour period during which a well is not open to the pipeline shall be deemed to be a dis-
ruption of production. Missed production hours shall be considered production hours if the
operator can demonstrate that any lost production is subsequently recovered during later
production hours.

Sec. 18. On and after July 1, 2004, K.S.A. 2003 Supp. 79-4217 is hereby amended to
read as follows: 79-4217. (a) There is hereby imposed an excise tax upon the severance and
production of coal, oil or gas from the earth or water in this state for sale, transport, storage,
profit or commercial use, subject to the following provisions of this section. Such tax shall
be borne ratably by all persons within the term ‘‘producer’’ as such term is defined in K.S.A.
79-4216, and amendments thereto, in proportion to their respective beneficial interest in
the coal, oil or gas severed. Such tax shall be applied equally to all portions of the gross
value of each barrel of oil severed and subject to such tax and to the gross value of the gas
severed and subject to such tax. The rate of such tax shall be 8% of the gross value of all
oil or gas severed from the earth or water in this state and subject to the tax imposed under
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this act. The rate of such tax with respect to coal shall be $1 per ton. For the purposes of
the tax imposed hereunder the amount of oil or gas produced shall be measured or deter-
mined: (1) In the case of oil, by tank tables compiled to show 100% of the full capacity of
tanks without deduction for overage or losses in handling; allowance for any reasonable and
bona fide deduction for basic sediment and water, and for correction of temperature to 60
degrees Fahrenheit will be allowed; and if the amount of oil severed has been measured or
determined by tank tables compiled to show less than 100% of the full capacity of tanks,
such amount shall be raised to a basis of 100% for the purpose of the tax imposed by this
act; and (2) in the case of gas, by meter readings showing 100% of the full volume expressed
in cubic feet at a standard base and flowing temperature of 60 degrees Fahrenheit, and at
the absolute pressure at which the gas is sold and purchased; correction to be made for
pressure according to Boyle’s law, and used for specific gravity according to the gravity at
which the gas is sold and purchased, or if not so specified, according to the test made by
the balance method.

(b) The following shall be exempt from the tax imposed under this section:
(1) The severance and production of gas which is: (A) Injected into the earth for the

purpose of lifting oil, recycling or repressuring; (B) used for fuel in connection with the
operation and development for, or production of, oil or gas in the lease or production unit
where severed; (C) lawfully vented or flared; (D) severed from a well having an average
daily production during a calendar month having a gross value of not more than $87 per
day, which well has not been significantly curtailed by reason of mechanical failure or other
disruption of production; in the event that the production of gas from more than one well
is gauged by a common meter, eligibility for exemption hereunder shall be determined by
computing the gross value of the average daily combined production from all such wells and
dividing the same by the number of wells gauged by such meter; (E) inadvertently lost on
the lease or production unit by reason of leaks, blowouts or other accidental losses; (F) used
or consumed for domestic or agricultural purposes on the lease or production unit from
which it is severed; or (G) placed in underground storage for recovery at a later date and
which was either originally severed outside of the state of Kansas, or as to which the tax
levied pursuant to this act has been paid;

(2) the severance and production of oil which is: (A) From a lease or production unit
whose average daily production is five barrels or less per producing well, which well or wells
have not been significantly curtailed by reason of mechanical failure or other disruption of
production; (B) from a lease or production unit, the producing well or wells upon which
have a completion depth of 2,000 feet or more, and whose average daily production is six
barrels or less per producing well or, if the price of oil as determined pursuant to subsection
(d) is $16 or less, whose average daily production is seven barrels or less per producing well,
or, if the price of oil as determined pursuant to subsection (d) is $15 or less, whose average
daily production is eight barrels or less per producing well, or, if the price of oil as deter-
mined pursuant to subsection (d) is $14 or less, whose average daily production is nine
barrels or less per producing well, or, if the price of oil as determined pursuant to subsection
(d) is $13 or less, whose average daily production is 10 barrels or less per producing well,
which well or wells have not been significantly curtailed by reason of mechanical failure or
other disruption of production; (C) from a lease or production unit, whose production results
from a tertiary recovery process. ‘‘Tertiary recovery process’’ means the process or processes
described in subparagraphs (1) through (9) of 10 C.F.R. 212.78(c) as in effect on June 1,
1979; (D) from a lease or production unit, the producing well or wells upon which have a
completion depth of less than 2,000 feet and whose average daily production resulting from
a water flood process, is six barrels or less per producing well, which well or wells have not
been significantly curtailed by reason of mechanical failure or other disruption of production;
(E) from a lease or production unit, the producing well or wells upon which have a com-
pletion depth of 2,000 feet or more, and whose average daily production resulting from a
water flood process, is seven barrels or less per producing well or, if the price of oil as
determined pursuant to subsection (d) is $16 or less, whose average daily production is eight
barrels or less per producing well, or, if the price of oil as determined pursuant to subsection
(d) is $15 or less, whose average daily production is nine barrels or less per producing well,
or, if the price of oil as determined pursuant to subsection (d) is $14 or less, whose average
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daily production is 10 barrels or less per producing well, which well or wells have not been
significantly curtailed by reason of mechanical failure or other disruption of production; (F)
test, frac or swab oil which is sold or exchanged for value; or (G) inadvertently lost on the
lease or production unit by reason of leaks or other accidental means;

(3) (A) any taxpayer applying for an exemption pursuant to subsection (b)(2)(A) and
(B) shall make application annually biennially to the director of taxation therefor. Exemp-
tions granted pursuant to subsection (b)(2)(A) and (B) shall be valid for a period of one year
two years following the date of certification thereof by the director of taxation; (B) any
taxpayer applying for an exemption pursuant to subsection (b)(2)(D) or (E) shall make
application annually biennially to the director of taxation therefor. Such application shall be
accompanied by proof of the approval of an application for the utilization of a water flood
process therefor by the corporation commission pursuant to rules and regulations adopted
under the authority of K.S.A. 55-152 and amendments thereto and proof that the oil pro-
duced therefrom is kept in a separate tank battery and that separate books and records are
maintained therefor. Such exemption shall be valid for a period of one year two years
following the date of certification thereof by the director of taxation; and (C) any exemption
granted pursuant to subsections (b)(2)(A), (B), (D) or (E) with an odd lease number and an
exemption termination date between June 1, 2004, and May 31, 2005, inclusive, shall be
valid for a period of one year following the date of certification; and (D) notwithstanding
the provisions of paragraph (A) or (B), any exemption in effect on the effective date of this
act affected by the amendments to subsection (b)(2) by this act shall be redetermined in
accordance with such amendments. Any such exemption, and any new exemption estab-
lished by such amendments and applied for after the effective date of this shall be valid for
a period commencing with May 1, 1998, and ending on April 30, 1999.

(4) the severance and production of gas or oil from any pool from which oil or gas was
first produced on or after April 1, 1983, as determined by the state corporation commission
and certified to the director of taxation, and continuing for a period of 24 months from the
month in which oil or gas was first produced from such pool as evidenced by an affidavit of
completion of a well, filed with the state corporation commission and certified to the director
of taxation. Exemptions granted for production from any well pursuant to this paragraph
shall be valid for a period of 24 months following the month in which oil or gas was first
produced from such pool. The term ‘‘pool’’ means an underground accumulation of oil or
gas in a single and separate natural reservoir characterized by a single pressure system so
that production from one part of the pool affects the reservoir pressure throughout its extent;

(5) the severance and production of oil or gas from a three-year inactive well, as deter-
mined by the state corporation commission and certified to the director of taxation, for a
period of 10 years after the date of receipt of such certification. As used in this paragraph,
‘‘three-year inactive well’’ means any well that has not produced oil or gas in more than one
month in the three years prior to the date of application to the state corporation commission
for certification as a three-year inactive well. An application for certification as a three-year
inactive well shall be in such form and contain such information as required by the state
corporation commission, and shall be made prior to July 1, 1996. The commission may
revoke a certification if information indicates that a certified well was not a three-year
inactive well or if other lease production is credited to the certified well. Upon notice to
the operator that the certification for a well has been revoked, the exemption shall not be
applied to the production from that well from the date of revocation;

(6) (A) The incremental severance and production of oil or gas which results from a
production enhancement project begun on or after July 1, 1998, shall be exempt for a period
of seven years from the startup date of such project. As used in this paragraph (6):

(1) ‘‘Incremental severance and production’’ means the amount of oil or natural gas
which is produced as the result of a production enhancement project which is in excess of
the base production of oil or natural gas, and is determined by subtracting the base pro-
duction from the total monthly production after the production enhancement projects pro-
ject is completed.

(2) ‘‘Base production’’ means the average monthly amount of production for the twelve-
month period immediately prior to the production enhancement project beginning date,
minus the monthly rate of production decline for the well or project for each month begin-
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ning 180 days prior to the project beginning date. The monthly rate of production decline
shall be equal to the average extrapolated monthly decline rate for the well or project for
the twelve-month period immediately prior to the production enhancement project begin-
ning date, except that the monthly rate of production decline shall be equal to zero in the
case where the well or project has experienced no monthly decline during the twelve-month
period immediately prior to the production enhancement project beginning date. Such
monthly rate of production decline shall be continued as the decline that would have oc-
curred except for the enhancement project. Any well or project which may have produced
during the twelve-month period immediately prior to the production enhancement project
beginning date but is not capable of production on the project beginning date shall have a
base production equal to zero. The calculation of the base production amount shall be
evidenced by an affidavit and supporting documentation filed by the applying taxpayer with
the state corporation commission.

(3) ‘‘Workover’’ means any downhole operation in an existing oil or gas well that is
designed to sustain, restore or increase the production rate or ultimate recovery of oil or
gas, including but not limited to acidizing, reperforation, fracture treatment, sand/paraffin/
scale removal or other wellbore cleanouts, casing repair, squeeze cementing, initial instal-
lation, or enhancement of artificial lifts including plunger lifts, rods, pumps, submersible
pumps and coiled tubing velocity strings, downsizing existing tubing to reduce well loading,
downhole commingling, bacteria treatments, polymer treatments, upgrading the size of
pumping unit equipment, setting bridge plugs to isolate water production zones, or any
combination of the aforementioned operations; ‘‘workover’’ shall not mean the routine main-
tenance, routine repair, or like for-like replacement of downhole equipment such as rods,
pumps, tubing packers or other mechanical device.

(4) ‘‘Production enhancement project’’ means performing or causing to be performed
the following:

(i) Workover;
(ii) recompletion to a different producing zone in the same well bore, except recom-

pletions in formations and zones subject to a state corporation commission proration order;
(iii) secondary recovery projects;
(iv) addition of mechanical devices to dewater a gas or oil well;
(v) replacement or enhancement of surface equipment;
(vi) installation or enhancement of compression equipment, line looping or other tech-

niques or equipment which increases production from a well or a group of wells in a project;
(vii) new discoveries of oil or gas which are discovered as a result of the use of new

technology, including, but not limited to, three dimensional seismic studies.
(B) The state corporation commission shall adopt rules and regulations necessary to

efficiently and properly administer the provisions of this paragraph (6) including rules and
regulations for the qualification of production enhancement projects, the procedures for
determining the monthly rate of production decline, criteria for determining the share of
incremental production attributable to each well when a production enhancement project
includes a group of wells, criteria for determining the start up date for any project for which
an exemption is claimed, and determining new qualifying technologies for the purposes of
paragraph (6)(A)(4)(vii).

(C) Any taxpayer applying for an exemption pursuant to this paragraph (6) shall make
application to the director of taxation. Such application shall be accompanied by a state
corporation commission certification that the production for which an exemption is sought
results from a qualified production enhancement project and certification of the base pro-
duction for the enhanced wells or group of wells, and the rate of decline to be applied to
that base production. The secretary of revenue shall provide credit for any taxes paid be-
tween the project startup date and the certification of qualifications by the commission.

(D) The exemptions provided for in this paragraph (6) shall not apply for 12 months
beginning July 1 of the year subsequent to any calendar year during which: (1) In the case
of oil, the secretary of revenue determines that the weighted average price of Kansas oil at
the wellhead has exceeded $20.00 per barrel; or (2) in the case of natural gas the secretary
of revenue determines that the weighted average price of Kansas gas at the wellhead has
exceeded $2.50 per Mcf.
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(E) The provisions of this paragraph (6) shall not affect any other exemption allowable
pursuant to this section; and

(7) for the calendar year 1988, and any year thereafter, the severance or production of
the first 350,000 tons of coal from any mine as certified by the state geological survey.

(c) No exemption shall be granted pursuant to subsection (b)(3) or (4) to any person
who does not have a valid operator’s license issued by the state corporation commission,
and no refund of tax shall be made to any taxpayer attributable to any production in a period
when such taxpayer did not hold a valid operator’s license issued by the state corporation
commission.

(d) On April 15, 1988, and on April 15 of each year thereafter, the secretary of revenue
shall determine from statistics compiled and provided by the United States department of
energy, the average price per barrel paid by the first purchaser of crude oil in this state for
the six-month period ending on December 31 of the preceding year. Such price shall be
used for the purpose of determining exemptions allowed by subsection (b)(2)(B) or (E) for
the twelve-month period commencing on May 1 of such year and ending on April 30 of the
next succeeding year.

Sec. 19. On and after July 1, 2004, K.S.A. 79-5205 is hereby amended to read as follows:
79-5205. (a) At such time as the director of taxation shall determine that a dealer has not
paid the tax as provided by K.S.A. 79-5204, and amendments thereto, the director may
immediately assess a tax based on personal knowledge or information available to the di-
rector of taxation; mail to the taxpayer at the taxpayer’s last known address or serve in person,
a written notice of the amount of tax, penalties and interest; and demand its immediate
payment. If payment is not immediately made, because collection of every assessment made
hereunder is presumed to be in jeopardy due to the nature of the commodity being taxed,
the director may immediately collect the tax, penalties and interest in any manner provided
by K.S.A. 79-5212, and amendments thereto.

(b) The taxpayer may appeal the assessment within 15 days from the date of mailing of
the notice or the date of personal service of the notice given pursuant to subsection (a), by
requesting in writing a hearing by the director on the correctness of the assessment. The
hearing shall be conducted in accordance with the provisions of the Kansas administrative
procedure act. An appeal of the assessment shall not stay the collection of the assessment
but shall stay the sale of real or personal property seized pursuant to K.S.A. 79-5212 until
the director rules on the correctness of the assessment.

(c) The tax, penalties and interest assessed by the director of taxation are presumed to
be valid and correctly determined and assessed. The burden is upon the taxpayer to show
their incorrectness or invalidity. Any statement filed by the director of taxation with the
court or any other certificate by the director of taxation of the amount of tax, penalties and
interest determined or assessed is admissible in evidence and is prima facie evidence of the
facts it contains.

(d) (c) In making an assessment pursuant to subsection (a), the director of taxation may
consider but shall not be bound by a plea agreement or judicial determination made in any
criminal case.

(d) Within 15 days after the mailing or personal service of such notice of assessment
pursuant to subsection (a), the taxpayer may request an informal conference with the sec-
retary of revenue or the secretary’s designee relating to the tax, penalties and interest assessed
by filing a written request with the secretary or the secretary’s designee. Such written request
shall set forth the taxpayer’s objections to the assessment. The purpose of such conference
shall be to review and reconsider all facts and issues that underlie the assessment. The
informal conference shall not constitute an adjudicative proceeding under the Kansas ad-
ministrative procedure act and the rules of evidence shall not apply. No record of the informal
conference shall be made except at the request and expense of the taxpayer. The taxpayer
may be represented at the informal conference by an attorney licensed in the state of Kansas.
The taxpayer may also present written or verbal information from other persons. The sec-
retary or the secretary’s designee may confer at any time with any employee of the depart-
ment of revenue who has factual information relating to the assessment under reconsidera-
tion. The secretary or the secretary’s designee shall issue a written final determination within
270 days of the date of the request for informal conference unless the parties agree in writing
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to extend the time for issuing such final determination. A final determination issued within
or after 270 days, with or without extension, constitutes final agency action subject to ad-
ministrative review by the state board of tax appeals pursuant to K.S.A. 74-2438, and amend-
ments thereto. In the event that a written final determination is not rendered within 270
days or within an agreed extension, the taxpayer may appeal the assessment to the state
board of tax appeals within 30 days after the expiration date of the 270 days or agreed
extension. A taxpayer’s request for an informal conference shall not stay the collection of the
assessment but shall stay the sale of real or personal property seized pursuant to K.S.A. 79-
5212, and amendments thereto, until the final determination is made by the secretary or the
secretary’s designee. A taxpayer’s appeal to the state board of tax appeals shall not stay the
collection of the assessment but shall stay the sale of real or personal property seized pursuant
to K.S.A. 79-5212, and amendments thereto, until a decision is rendered by the state board
of tax appeals.

New Sec. 20. (a) The governing body of a city may establish an increment in ad valorem
taxes using the procedure set forth in subsection (b) for projects that are initiated upon a
finding that the area is a blighted area as defined under K.S.A. 12-1770a, and amendments
thereto, when the following conditions exist:

(1) The proposed district has been identified by a Kansas certified engineer or the
United States federal emergency management agency as a majority of property existing in
the 100-year flood-plain; and

(2) the city intends to establish a redevelopment district pursuant to K.S.A. 12-1771,
and amendments thereto, to wholly finance or partially finance the investigation and re-
mediation of a flood-plain within such a district.

(b) A flood-plain increment, established after a city has found that the conditions de-
scribed in subsection (c) of K.S.A. 12-1770a, and amendments thereto, exist, shall be set on
a yearly basis. For purposes of this section, a yearly basis shall be a calendar year. Each
year’s increment shall be an amount sufficient to pay the direct cost of investigation and
remediation of the flood-plain condition anticipated to be incurred that year including prin-
cipal and interest due on any special obligation bonds or full faith and credit tax increment
bonds issued to finance in whole or in part the remediation and investigation, costs relating
to remediation investigation and feasibility studies, operation and maintenance expenses and
other expenses relating directly to the investigation of flooding. Each year’s flood-plain
increment shall not exceed 20% of the amount of taxes that are produced by all taxing
subdivisions within any currently existing or subsequently created redevelopment district
area in the year the redevelopment district is first established, notwithstanding that such
subdivision was not required to receive notice of the establishment of the district.

(c) The budget that established the yearly flood-plain increment shall be certified by
the city to the county clerk and county treasurer no later than August 15th, preceding the
calendar year for which the budget is being set. Funds derived from a flood-plain increment
established by this section and interest on all funds derived from a flood-plain increment
established by this section may be used only for projects involving the investigation and
remediation of the flood-plain in the district.

(d) The real property taxes produced by the flood-plain increment established under
subsection (b) from a redevelopment district established under the provisions of K.S.A. 12-
1771, and amendments thereto, and this section shall be allocated and paid by the county
treasurer to the treasurer of the city and deposited in a special separate fund of the city to
pay the direct cost of investigation and remediation of flooding in the redevelopment district.

(e) A redevelopment district created under the provisions of this section shall constitute
a separate taxing district. If all costs for such investigation and remediation of flooding in
the redevelopment district have been paid and moneys remain in the special fund, such
moneys shall be remitted to each taxing subdivision which paid moneys into the special fund
on the basis of the proportion which the total amount of moneys paid by such taxing sub-
division into the special fund bears to the total amount of all moneys paid by all taxing
subdivisions into the fund.

(f) Nothing in this section shall prevent any city from establishing a redevelopment
district for other purposes pursuant to K.S.A. 12-1770 et seq., and amendments thereto,
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which may include part or all of the real property included in the district established under
this section.

(g) Redevelopment projects relating to flooding investigation and remediation under
this section, shall be completed within 20 years.

(h) Nothing in this section shall be construed to affect the obligations of the county to
annually review the fair market value of property in accordance with procedures set by law
or to affect the right of any taxpayer to protest and appeal the appraised or reappraised
value of their property in accordance with procedures set forth by law.

(i) For the purposes of this act, the governing body of a city may pledge increments
receivable in future years to pay costs directly relating to the investigation and remediation
of flood-plain areas. The provisions in such contracts pertaining to pledging increments in
future years shall not be subject to K.S.A. 10-1101 et seq. or 79-2925 et seq., and amend-
ments thereto.

(j) The provisions of this section shall be effective on and after July 1, 2004.
New Sec. 21. On and after January 1, 2005, any entity or organization claiming an

exemption from sales tax on its purchases of tangible personal property or services based
on the status of the entity or organization, under the specific exemptions, including but not
limited to those listed in this section, shall prior to claiming any such exemption, apply to
and obtain from the secretary of revenue an exempt organization identification number.
Such exemptions are subsections (b), (c), (s), (z), (hh), (ii), (jj), (ll), (oo), (qq), (ss), (tt), (uu),
(vv), (ww), (xx), (yy), (zz), (aaa), (ccc) and (ggg) of K.S.A. 79-3606, and amendments thereto.
The secretary shall prescribe the application form for such number, and such entity or
organization shall provide with the application information sufficient to establish that such
entity or organization qualifies for the sales tax exemption. Such entity shall enter the issued
identification number on any exemption certificate presented to any retailer when claiming
the sales tax exemption on any purchases.

Sec. 22. K.S.A. 79-332a and 79-1427a and K.S.A. 2003 Supp. 12-198 and 79-2005 are
hereby repealed.

Sec. 23. On and after July 1, 2004, K.S.A. 8-2411, 10-306, 79-1439, 79-1459, 79-3458,
79-4216 and 79-5205 and K.S.A. 2003 Supp. 12-187, 12-1770a, as amended by section 25
of 2004 House Bill No. 2647, 79-201b, 79-201c, 79-412, 79-3408 and 79-4217 are hereby
repealed.

Sec. 24. On and after January 1, 2005, K.S.A. 2003 Supp. 79-3651 is hereby repealed.
Sec. 25. This act shall take effect and be in force from and after its publication in the

Kansas register.’’;
On page 1, in the title, in line 9, by striking all after ‘‘ACT’’; by striking all in lines 10 and

11 and inserting ‘‘concerning taxation; amending K.S.A. 8-2411, 10-306, 79-332a, 79-1427a,
79-1439, 79-1459, 79-3458, 79-4216 and 79-5205 and K.S.A. 2003 Supp. 12-187, 12-198,
12-1770a, as amended by section 25 of 2004 House Bill No. 2647, 79-201b, 79-201c, 79-
412, 79-2005, 79-3408, 79-3651 and 79-4217 and repealing the existing sections.’’;

And your committee on conference recommends the adoption of this report.

DAVID R. CORBIN

LES DONOVAN

JANIS K. LEE

Conferees on part of Senate

JOHN EDMONDS

LEE TAFANELLI

BRUCE LARKIN

Conferees on part of House

Senator Corbin moved the Senate adopt the Conference Committee Report on S Sub
for HB 2375.

On roll call, the vote was: Yeas 39, Nays 0, Present and Passing 1, Absent or Not Voting
0.

Yeas: Adkins, Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark,
Corbin, Donovan, Downey, Emler, Gilstrap, Goodwin, Haley, Helgerson, Hensley, Huel-
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skamp, Jackson, Jordan, Journey, Lee, Lyon, Morris, O’Connor, Oleen, Pugh, Salmans,
Schmidt, Schodorf, Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

Present and Passing: Kerr.
The Conference Committee report was adopted.

MESSAGE FROM THE HOUSE
Announcing the House adopts the conference committee report on House Substitute

for SB 2.
The House adopts the conference committee report on SB 317.

ORIGINAL MOTION
Senator Oleen moved that subsection 4(k) of the Joint Rules of the Senate and House of

Representatives be suspended for the purpose of considering the following bill: SB 317.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-

ments to HOUSE Substitute for SB 2, submits the following report:
The Senate accedes to all House amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with House Committee of the Whole
amendments, as follows:

On page 1, by striking all in lines 17 through 43;
By striking all on pages 2 through 11 and inserting:
‘‘Section 1. K.S.A. 2003 Supp. 19-101a is hereby amended to read as follows: 19-101a.

(a) The board of county commissioners may transact all county business and perform all
powers of local legislation and administration it deems appropriate, subject only to the
following limitations, restrictions or prohibitions:

(1) Counties shall be subject to all acts of the legislature which apply uniformly to all
counties.

(2) Counties may not consolidate or alter county boundaries.
(3) Counties may not affect the courts located therein.
(4) Counties shall be subject to acts of the legislature prescribing limits of indebtedness.
(5) In the exercise of powers of local legislation and administration authorized under

provisions of this section, the home rule power conferred on cities to determine their local
affairs and government shall not be superseded or impaired without the consent of the
governing body of each city within a county which may be affected.

(6) Counties may not legislate on social welfare administered under state law enacted
pursuant to or in conformity with public law No. 271—74th congress, or amendments
thereof.

(7) Counties shall be subject to all acts of the legislature concerning elections, election
commissioners and officers and their duties as such officers and the election of county
officers.

(8) Counties shall be subject to the limitations and prohibitions imposed under K.S.A.
12-187 to 12-195, inclusive, and amendments thereto, prescribing limitations upon the levy
of retailers’ sales taxes by counties.

(9) Counties may not exempt from or effect changes in statutes made nonuniform in
application solely by reason of authorizing exceptions for counties having adopted a charter
for county government.

(10) No county may levy ad valorem taxes under the authority of this section upon real
property located within any redevelopment project area established under the authority of
K.S.A. 12-1772, and amendments thereto, unless the resolution authorizing the same spe-
cifically authorized a portion of the proceeds of such levy to be used to pay the principal of
and interest upon bonds issued by a city under the authority of K.S.A. 12-1774, and amend-
ments thereto.

(11) Counties shall have no power under this section to exempt from any statute au-
thorizing or requiring the levy of taxes and providing substitute and additional provisions
on the same subject, unless the resolution authorizing the same specifically provides for a
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portion of the proceeds of such levy to be used to pay a portion of the principal and interest
on bonds issued by cities under the authority of K.S.A. 12-1774, and amendments thereto.

(12) Counties may not exempt from or effect changes in the provisions of K.S.A. 19-
4601 through 19-4625, and amendments thereto.

(13) Except as otherwise specifically authorized by K.S.A. 12-1,101 through 12-1,109,
and amendments thereto, counties may not levy and collect taxes on incomes from whatever
source derived.

(14) Counties may not exempt from or effect changes in K.S.A. 19-430, and amend-
ments thereto.

(15) Counties may not exempt from or effect changes in K.S.A. 19-302, 19-502b, 19-
503, 19-805 or 19-1202, and amendments thereto.

(16) (A) Counties may not exempt from or effect changes in K.S.A. 13-13a26, and
amendments thereto.

(B) This provision shall expire on June 30, 2005.
(17) (A) Counties may not exempt from or effect changes in K.S.A. 71-301a, and

amendments thereto.
(B) This provision shall expire on June 30, 2005.
(18) Counties may not exempt from or effect changes in K.S.A. 19-15,139, 19-15,140

and 19-15,141, and amendments thereto.
(19) Counties may not exempt from or effect changes in the provisions of K.S.A. 12-

1223, 12-1225, 12-1225a, 12-1225b, 12-1225c and 12-1226, and amendments thereto, or
the provisions of K.S.A. 12-1260 through 12-1270 and 12-1276, and amendments thereto.

(20) Counties may not exempt from or effect changes in the provisions of K.S.A. 19-
211, and amendments thereto.

(21) Counties may not exempt from or effect changes in the provisions of K.S.A. 19-
4001 through 19-4015, and amendments thereto.

(22) Counties may not regulate the production or drilling of any oil or gas well in any
manner which would result in the duplication of regulation by the state corporation com-
mission and the Kansas department of health and environment pursuant to chapter 55 and
chapter 65 of the Kansas Statutes Annotated and any rules and regulations adopted pursuant
thereto. Counties may not require any license or permit for the drilling or production of oil
and gas wells. Counties may not impose any fee or charge for the drilling or production of
any oil or gas well.

(23) Counties may not exempt from or effect changes in K.S.A. 79-41a04, and amend-
ments thereto.

(24) Counties may not exempt from or effect changes in K.S.A. 79-1611, and amend-
ments thereto.

(25) Counties may not exempt from or effect changes in K.S.A. 79-1494, and amend-
ments thereto.

(26) Counties may not exempt from or effect changes in subsection (b) of K.S.A. 19-
202, and amendments thereto.

(27) Counties may not exempt from or effect changes in subsection (b) of K.S.A. 19-
204, and amendments thereto.

(28) Counties may not levy or impose an excise, severance or any other tax in the nature
of an excise tax upon the physical severance and production of any mineral or other material
from the earth or water.

(29) Counties may not exempt from or effect changes in K.S.A. 79-2017 or 79-2101,
and amendments thereto.

(30) Counties may not exempt from or effect changes in K.S.A. 2-3302, 2-3305, 2-3307,
2-3318, 17-5904, 17-5908, 47-1219, 65-171d, or 65-1,178 through 65-1,199 or K.S.A. 2003
Supp. 17-5909, and amendments thereto.

(31) Counties may not exempt from or effect changes in K.S.A. 2003 Supp. 80-121, and
amendments thereto.

(32) Counties may not exempt from or effect changes in K.S.A. 19-228, and amend-
ments thereto.

(33) (A) Counties may not exempt from or effect changes in the Kansas liquor control
act, except as provided by paragraph (B).
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(B) Counties may adopt resolutions which are not conflicting with or contrary to the
Kansas liquor control act.

(34) (A) Counties may not exempt from or effect changes in the Kansas cereal malt
beverage act, except as provided by paragraph (B).

(B) Counties may adopt resolutions which do not conflict with or are more restrictive
than or supplemental to the Kansas cereal malt beverage act.

(b) Counties shall apply the powers of local legislation granted in subsection (a) by
resolution of the board of county commissioners. If no statutory authority exists for such
local legislation other than that set forth in subsection (a) and the local legislation proposed
under the authority of such subsection is not contrary to any act of the legislature, such
local legislation shall become effective upon passage of a resolution of the board and pub-
lication in the official county newspaper. If the legislation proposed by the board under
authority of subsection (a) is contrary to an act of the legislature which is applicable to the
particular county but not uniformly applicable to all counties, such legislation shall become
effective by passage of a charter resolution in the manner provided in K.S.A. 19-101b, and
amendments thereto.

(c) Any resolution adopted by a county which conflicts with the restrictions in subsection
(a) is null and void.

Sec. 2. K.S.A. 41-208 is hereby amended to read as follows: 41-208. (a) Except as spe-
cifically provided in the Kansas liquor control act, the power to regulate all phases of the
control of the manufacture, distribution, sale, possession, transportation and traffic in al-
coholic liquor and the manufacture of beer regardless of its alcoholic content, except as
specifically delegated in this act, is hereby vested exclusively in the state and shall be ex-
ercised as provided in this act. No city shall enact any ordinance in conflict with or contrary
to the provisions of this act and any ordinance of any city in effect at the time this act takes
effect or thereafter enacted which is in conflict with or contrary to the provisions of this the
Kansas liquor control act. Any ordinance or resolution enacted by a city or county which is
in conflict with or contrary to the provisions of the Kansas liquor control act shall be null
and void.

(b) Nothing contained in this section shall be construed as preventing any city from
enacting ordinances declaring acts prohibited or made unlawful by this act as unlawful or
prohibited in such city and prescribing penalties for violation thereof, but the minimum
penalty in any such ordinance shall not exceed be less than the minimum penalty prescribed
by this act for the same violation, nor shall the maximum penalty in any such ordinance
exceed the maximum penalty prescribed by this act for the same violation.

(c) The provisions of this act are severable. If any provision of this act is held to be
invalid or unconstitutional, it shall be presumed conclusively that the legislature would have
enacted the remainder of this act without such invalid or unconstitutional provision.

Sec. 3. K.S.A. 41-301 is hereby amended to read as follows: 41-301. (a) Except as pro-
vided by subsection (b), the director shall issue to qualified applicants, who have filed the
bond and paid the registration and license fees required by this act, licenses to sell at retail
alcoholic liquor at retail in the original package at premises within the corporate limits of
cities and outside the corporate limits of cities in certain townships as provided in this act:
Provided, That no such retailer’s license shall be issued for any premises within any city of
the first or second class wherein a majority of the qualified electors of such city who voted
on the proposition to amend section 10 of article 15 of the constitution of the state of Kansas
at the general election held in November, 1948, shall have voted against the adoption of
such proposition or in cities of the third class located in a township, or townships, wherein
a majority of the qualified electors of such township, or townships, who voted on said
proposition to amend the constitution at said election shall have voted against its adoption,
until a majority of the qualified electors of such city voting at an election held as provided
by K.S.A. 41-302, and amendments thereto, shall have declared by their votes to be in favor
of the licensing of the sale of alcoholic liquor by the package in such city any city.

(b) No retailer’s license shall be issued for premises within a city if the governing body
of such city, within 90 days after the effective date of this act, adopts an ordinance prohibiting
the licensing of the sale at retail of alcoholic liquor in the original package within such city.
Upon adoption of such ordinance, the city clerk promptly shall transmit a copy of such
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ordinance to the director and the director shall refuse to issue licenses to sell at retail alcoholic
liquor in the original package in such city. If the governing body adopts such an ordinance,
the holder of any valid existing retailer’s license for premises in such city shall have the right
to continue to operate under such license for a period of 90 days after the effective date of
the ordinance or until the expiration of such license, whichever period of time is shorter. If
such period of time expires before the expiration of the term for which the retailer’s license
was issued, the licensee shall be entitled to a refund of the license fee for the unexpired
portion of the license period which remains, in accordance with rules and regulations
adopted by the secretary.

(c) No retailer’s license shall be issued for premises within a city if, after the effective
date of this act, a majority of the qualified voters of such city voting at an election held as
provided by K.S.A. 41-302, and amendments thereto, votes against the licensing of the sale
at retail of alcoholic liquor in the original package within such city unless, at a subsequent
election, a majority of the qualified voters of such city voting at such election votes in favor
of the licensing of the sale at retail of alcoholic liquor in the original package within such
city.

Sec. 4. K.S.A. 41-302 is hereby amended to read as follows: 41-302. (a) The question
of licensing the retail sale at retail of alcoholic liquors by the liquor in the original package
shall be submitted by the governing body of any a city at any regular general city election
occurring in such city whenever a sufficient petition requesting such submission has been
filed with the city clerk of any such city as hereinafter provided in this section. In cities of
the first and second class, any Such petition shall be signed by such number of electors
qualified voters of such city which equals equal in number to not less than 30% or more of
the total vote cast in such city at the last general election for the office of secretary of state.
In cities of the third class, any such petition shall be signed by such number of electors of
such city which equals 40% or more of the total vote cast at the last general city election
held in such city of the third class for candidates for the city office for which the greatest
number of total votes were cast. Each sheet of each petition shall comply with the provisions
of K.S.A. 25-3601 through 25-3607, and amendments thereto. No signature on such petition
shall be valid unless appended to the petition within the last 90 days prior to the date of
filing the petition with the city clerk. Such petition shall be filed not less than 40 nor more
than 60 days prior to the date of the election. After any such petition has been filed, no
signature shall be withdrawn and no signature shall be added. The governing body of the
city shall have the power to determine the sufficiency of any such petition.

Any person who signs a proposal or petition authorized by this section and who knowingly
is not a qualified elector in the place where such proposal or petition is made voter of the
city where submission of the question is sought, or who aids or abets any other persons in
doing any of the acts mentioned another in so doing, or any person who bribes, gives or
pays any money or thing of value to any person directly or indirectly to induce such person
to sign such proposal or petition shall be guilty of a misdemeanor and. Upon conviction
thereof, such person shall be punished by a fine of not more than $300 or by imprisonment
of not more than 90 days, or by both such fine and imprisonment in the discretion of the
court.

(b) Upon the ballot the proposition shall be stated as follows:
‘‘Shall the sale of alcoholic liquors by the package YES �

be licensed in (here insert the name of the city)?’’ NO �
Voters desiring to vote in favor of the sale of alcoholic liquors by the package shall place

a cross or check mark in the square opposite the word ‘‘Yes’’ and those desiring to vote
against the sale of alcoholic liquor by the package shall place a cross or check mark in the
square opposite the word ‘‘No.’’

(c) (b) Upon the filing of a sufficient petition, the governing body shall call any an
election required by this section and notice of such election shall be given in the manner
provided by the general bond law. The provisions of the laws of this state relating to election
officers, voting places, election places and blanks, preparation and form of ballots, infor-
mation to voters, delivery of ballots, calling of elections, conduct of elections, manner of
voting, counting of votes, records and certificates of election, and recounts of votes, so far
as applicable, shall apply to voting on the proposition under the provisions of this act. Such
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election shall be called and held in the manner provided by law for question submitted
elections.

(d) The majority of those voting on the proposition shall be mandatory upon the director
insofar as licensing the sale of such liquors therein by the package is concerned. In the
absence of any vote on the question of licensing the sale of such liquors in cities of the first
and second class wherein a majority of the qualified electors of such city who voted on the
proposition to amend section 10 of article 15 of the constitution of the state of Kansas at
the general election held in November, 1948, shall have voted in favor of the adoption of
such proposition and in cities of the third class located in townships wherein a majority of
the qualified electors voted in favor of such constitutional amendment and in the absence
of any further vote in cities of the first, second or third class in which a majority of the
qualified electors of such city shall have voted at any special or general city election in favor
of the licensing of the sale of alcoholic liquor by the package, the director shall continue to
issue licenses to sell the same by the package therein for periods of one year, subject to all
the terms and conditions of this act

The governing body of the city shall transmit to the director a copy of the results of any
election held pursuant to this section. The director shall issue or refuse to issue licenses to
sell at retail alcoholic liquor in the original package in such city in accordance with the
results of such election.

(e) (c) If a majority of the electors voters voting at any such election shall vote pursuant
to this section votes against licensing the sale at retail of alcoholic liquors by the in the
original package, the holder of any valid existing retailer’s license for premises in such city
shall have the right to continue to operate under such license for a period not to exceed of
90 days after the result of such election is canvassed or until the expiration of such license,
whichever period of time is the shorter. If such period of time expires before the expiration
of the term for which the retailer’s license was issued, such the licensee shall be entitled to
a refund of that the license fee for the unexpired portion of the license period which is
unavailable to such licensee remains, in accordance with rules and regulations established
adopted by the secretary of revenue.

(f) For the purpose of determining as provided in K.S.A. 41-301, and amendments
thereto, and in this section whether a majority of the qualified electors of a township in
which a city of the third class is located voted against the adoption of the liquor amendment
at the general election held in November, 1948, if any city of the third class is located in
two or more townships, the total vote for and against the amendment in all the townships
in which such city is located shall be used to determine whether such city is located in a
township in which a majority of the qualified electors voted against the amendment.

Sec. 5. K.S.A. 41-303 is hereby amended to read as follows: 41-303. (a) The director
may license the sale of issue to qualified applicants licenses to sell at retail alcoholic liquor
at retail in the original package on premises not located in an incorporated city for use or
consumption off the premises, if such premises are located in any a township having a
population of more than 5,000. No such license shall be granted issued to any applicant
unless the applicant possesses all the qualifications required of other applicants for retailers’
licenses except the qualification of residence residency within a city. In the event that If any
license has been issued under the provisions of this section in a township having a population
of more than 5,000, and thereafter such township population decreases or has decreased to
5,000 or less, such licenses shall continue to be valid and the licensees shall be eligible for
renewal of such licenses at the appropriate time if they are otherwise qualified.

No such license shall be granted issued to any applicant under this section unless the
board of county commissioners of the county in which such township is the premises for
which licensure is sought are located adopts a resolution approving the issuance of such
license. A certified copy of such resolution shall accompany the application for a license
authorized by this section.

In the event that any (b) If a license has been issued under the provisions of this section
in a township having a population of more than 5,000, and thereafter the premises so li-
censed are annexed to a city wherein retail liquor licenses may be issued, such licenses
license shall continue to be valid and the licensees shall be eligible for renewal of such
licenses may be renewed at the appropriate time even though the licensees shall licensee
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does not reside in the cities city to which the areas are area is annexed if the licensees are
otherwise licensee otherwise is qualified and if they reside the licensee resides in the township
county in which the premises were originally located prior to such annexation or in the city
to which the premises have been annexed.

(c) Any retail license issued prior to July 1, 2004, for premises not located in an incor-
porated city or in a township having a population of more than 5,000 shall continue to be
valid and such premises shall continue to be eligible for licensure if the board of county
commissioners of the county in which the premises are located has adopted a resolution
approving the issuance of such license. A certified copy of such resolution shall accompany
the application for a license authorized by this subsection.

Sec. 6. K.S.A. 2003 Supp. 41-347 is hereby amended to read as follows: 41-347. (a) The
director may issue, in accordance with rules and regulations of the secretary: (1) To one or
more charitable organizations a temporary permit authorizing the sale of alcoholic liquor at
an auction; or (2) to an individual a temporary permit authorizing the sale of one or more
limited issue porcelain containers containing alcoholic liquor. The permit shall be issued in
the names of the charitable organizations or individual to which it is issued.

(b) Applications for temporary permits shall be required to be filed with the director
not less than 14 days before the event for which the permit is sought unless the director
waives such requirement for good cause. Each application for a permit authorizing an auc-
tion shall state the purposes for which the proceeds of the event will be used. The application
shall be upon a form prescribed and furnished by the director and shall be filed with the
director in duplicate. Each application shall be accompanied by a permit fee of $25 for each
day for which the permit is issued, which. Such fee shall be paid in full by a certified or
cashier’s check of a bank within this state, United States post office money order or cash in
the full amount thereof. All permit fees collected by the director pursuant to this section
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 the state general fund.

(c) Temporary permits shall specify the premises for which they are issued and shall be
issued only for premises where the city, county or township zoning code allows use for which
the permit is issued which comply with all applicable zoning regulations.

(d) A temporary permit shall be issued for a period of time not to exceed three consec-
utive days, the dates and hours of which shall be specified in the permit. Not more than
one temporary permit may be issued to any one applicant in a calendar year.

(e) All proceeds from an auction for which a temporary permit is issued shall be used
only for the purposes stated in the application for such permit.

(f) A temporary permit shall not be transferable or assignable.
(g) The director may refuse to issue a temporary permit to any charitable organization

or individual which has violated any provision of the Kansas liquor control act.
(h) This section shall be part of and supplemental to the Kansas liquor control act.
Sec. 7. K.S.A. 2003 Supp. 41-501 is hereby amended to read as follows: 41-501. (a) As

used in this section and K.S.A. 41-501a, and amendments thereto:
(1) ‘‘Gallon’’ means wine gallon.
(2) ‘‘Federal area’’ means any lands or premises which are located within the exterior

boundaries of this state and which are held or acquired by or for the use of the United
States or any department, establishment or agency of the United States.

(3) ‘‘Malt product’’ means malt syrup, malt extract, liquid malt or wort.
(b) (1) For the purpose of raising revenue a tax is imposed upon the manufacturing,

using, selling, storing or purchasing alcoholic liquor, cereal malt beverage or malt products
in this state or a federal area at a rate of $.18 per gallon on beer and cereal malt beverage;
$.20 per gallon on all wort or liquid malt; $.10 per pound on all malt syrup or malt extract;
$.30 per gallon on wine containing 14% or less alcohol by volume; $.75 per gallon on wine
containing more than 14% alcohol by volume; and $2.50 per gallon on alcohol and spirits.

(2) The tax imposed by this section shall be paid only once and shall be paid by the
person in this state or federal area who first manufactures, uses, sells, stores, purchases or
receives the alcoholic liquor or cereal malt beverage. The tax shall be collected and paid to
the director as provided in this act. If the alcoholic liquor or cereal malt beverage is man-
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ufactured and sold in this state or a federal area, the tax shall be paid by the manufacturer,
microbrewery or farm winery producing it. If the alcoholic liquor or cereal malt beverage
is imported into this state by a distributor for the purpose of sale at wholesale in this state
or a federal area, the tax shall be paid by the distributor, and in no event shall such tax be
paid by the manufacturer unless the alcoholic liquor or cereal malt beverage is manufactured
in this state. If not to exceed one gallon, or metric equivalent, per person of alcoholic liquor
has been purchased by a private citizen outside the borders of the United States and is
brought into this state by the private citizen in such person’s personal possession for such
person’s own personal use and not for sale or resale, such import is lawful and no tax payment
shall be due thereon.

(c) Manufacturers, microbreweries, farm wineries or distributors at wholesale of alco-
holic liquor or cereal malt beverage shall be exempt from the payment of the gallonage tax
imposed on alcoholic liquor and cereal malt beverage, upon satisfactory proof, including
bills of lading furnished to the director by affidavit or otherwise as the director requires,
that the liquor or cereal malt beverage was manufactured in this state but was shipped out
of the state for sale and consumption outside the state.

(d) Wines manufactured or imported solely and exclusively for sacramental purposes
and uses shall not be subject to the tax provided for by this section.

(e) The tax provided for by this section is not imposed upon:
(1) Any alcohol or wine, whether manufactured in or imported into this state, when sold

to a nonbeverage user licensed by the state, for use in the manufacture of any of the following
when they are unfit for beverage purposes: Patent and proprietary medicines and medicinal,
antiseptic and toilet preparations; flavoring extracts and syrups and food products; scientific,
industrial and chemical products; or scientific, chemical, experimental or mechanical pur-
poses; or

(2) the privilege of engaging in any business of interstate commerce or otherwise, which
business may not be made the subject of taxation by this state under the constitution and
statutes of the United States.

(f) The tax imposed by this section shall be in addition to all other taxes imposed by the
state of Kansas or by any municipal corporation or political subdivision thereof.

(g) Retail Sales at retail of alcoholic liquor in the original package, sales of beer to
consumers by microbreweries and sales of wine to consumers by farm wineries shall not be
subject to the tax imposed by the Kansas retailers’ sales tax act but shall be subject to the
enforcement tax as provided for in this act in K.S.A. 79-4101 et seq., and amendments
thereto.

(h) Notwithstanding any ordinance to the contrary, Except as authorized by K.S.A. 41-
310, and amendments thereto, no city shall impose an occupation or privilege tax on the
business of any person, firm or corporation licensed as a manufacturer, distributor, micro-
brewery, farm winery, retailer or nonbeverage user under this act and doing business within
the boundaries of the city except as specifically authorized by K.S.A. 41-310, and amend-
ments thereto.

(i) The director shall collect the taxes imposed by this section and shall account for and
remit all moneys collected from the tax to the state treasurer in accordance with the pro-
visions 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 and the state treasurer
shall credit 1⁄10 of the moneys collected from taxes imposed upon alcohol and spirits under
subsection (b)(1) to the community alcoholism and intoxication programs fund created by
K.S.A. 41-1126, and amendments thereto, and shall credit the balance of the moneys col-
lected to the state general fund.

(j) If any alcoholic liquor manufactured in or imported into this state is sold to a licensed
manufacturer or distributor of this state to be used solely as an ingredient in the manufacture
of any beverage for human consumption, the tax imposed upon the manufacturer or dis-
tributor shall be reduced by the amount of the taxes which have been paid under this section
as to the alcoholic liquor so used.

(k) The tax provided for by this section is not imposed upon alcohol or wine used by
any school or college for scientific, chemical, experimental or mechanical purposes or by
hospitals, sanitoria or other institutions caring for the sick. Any school, college, hospital,
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sanatorium or other institution caring for the sick may import alcohol or wine for scientific,
chemical, experimental, mechanical or medicinal purposes by making application to the
director for a permit to import it and receiving such a permit. Application for the permit
shall be on a form prescribed and furnished by the director, and a separate permit shall be
required for each purchase of alcohol or wine. A fee of $2 shall accompany each application.
All permits shall be issued in triplicate to the applicant and shall be under the seal of the
office of the director. Two copies of the permit shall be forwarded by the applicant to the
microbrewery, farm winery, manufacturer or distributor from which the alcohol or wine is
purchased, and the microbrewery, farm winery, manufacturer or distributor shall return to
the office of the director one copy of the permit with its shipping affidavit and invoice.
Within 10 days after receipt of any alcohol or wine, the school, college, hospital or sanato-
rium ordering it shall file a report in the office of the director upon forms furnished by the
director, showing the amount of alcohol or wine received, the place where it is to be stored,
from whom it was received, the purpose for which it is to be used and such other information
as required by the director. Any school, college, hospital, sanatorium or institution caring
for the sick, which complies with the provisions of this subsection, shall not be required to
have any other license to purchase alcohol or wine from a microbrewery, farm winery,
manufacturer or distributor.

Sec. 8. K.S.A. 41-710 is hereby amended to read as follows: 41-710. (a) No retailer’s
license shall be issued for premises which are located in areas not zoned for general com-
mercial or business purposes, if the city or township in which the premises are located is
zoned or are not approved by the director, if the premises sought to be licensed are located
outside an incorporated city in a township which is not zoned unless such premises comply
with all applicable zoning regulations.

(b) No microbrewery license or farm winery license shall be issued for premises which
are zoned for any purpose except agricultural, commercial or business purposes.

(c) No retailer’s, microbrewery or farm winery license shall be issued for premises
which:

(1) Are located within 200 feet of any public or parochial school or college or church,
except that if any such school, college or church is established within 200 feet of any licensed
premises after the premises have been licensed, the premises shall be an eligible location
for retail licensing; and or

(2) do not conform to the building ordinances or laws of the state or city or, in the
absence of such ordinances or laws, are not structurally in good condition or are in a dilap-
idated condition all applicable building regulations.

Sec. 9. K.S.A. 41-712 is hereby amended to read as follows: 41-712. (a) No person shall
sell at retail any alcoholic liquor in the original package: (1) Except as provided by subsection
(b), on Sunday; (2) on Memorial Day, Independence Day, Labor Day, Thanksgiving Day
or Christmas Day; or (3) before 9 a.m. or after 11 p.m. on any day when the sale is permitted,
except that. The governing body of any city, by ordinance, may require the closing of prem-
ises prior to 11 p.m., but such ordinance shall not require closing prior to 8 p.m.

(b) A retailer may sell at retail alcoholic liquor in the original package on Sunday be-
tween the hours of 12 noon and 8 p.m. within: (1) The corporate limits of a city where the
sale at retail of alcoholic liquor in the original package on Sunday has been approved as
provided by section 10, and amendments thereto; and (2) the unincorporated area of any
county where the sale at retail of alcoholic liquor in the original package on Sunday has
been approved as provided by section 15, and amendments thereto.

New Sec. 10. (a) The governing body of any city may adopt an ordinance permitting
the sale at retail of alcoholic liquor or cereal malt beverage, or both, in the original package
on Sunday between the hours of 12 noon and 8 p.m. Such ordinance shall be published at
least once each week for two consecutive weeks in the official city newspaper. Such ordi-
nance shall not become effective until at least 30 days following the date of the last publi-
cation thereof. If within 30 days following the last publication of the ordinance a petition
requesting that the proposition be submitted for approval by the voters is filed in accordance
with subsection (b), such ordinance shall not become effective until the proposition is sub-
mitted to and approved at an election as provided by this section.
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(b) A petition to submit a proposition to the qualified voters of a city pursuant to this
section shall be filed with the city clerk. The petition shall be signed by qualified voters of
the city equal in number to not less than 10% of the voters of the city who voted for the
office of secretary of state at the last preceding general election of such office.

(c) Upon the filing of a sufficient petition pursuant to this section, the governing body
shall cause the proposition to be placed on the ballot at the next succeeding primary or
general election which occurs after the petition is filed with the city clerk or at a special
election called and held thereon. Such election shall be called and held in the manner
provided by law for question submitted elections.

(d) If a majority of the voters voting at any election pursuant to this section votes in
favor of the proposition, the governing body shall transmit a copy of the results to the
director.

(e) Nothing in this section shall be construed as authorizing a retailer as defined by
K.S.A. 41-102, and amendments thereto, to sell cereal malt beverages.

Nothing in this section shall be construed to authorize a retailer as defined by K.S.A. 41-
2701, and amendments thereto, to sell alcoholic liquor.

Sec. 11. K.S.A. 41-714 is hereby amended to read as follows: 41-714. (a) It shall be
unlawful for:

(1) Any person to advertise any alcoholic liquor by means of handbills; or
(2) any retailer of alcoholic liquor to advertise any alcoholic liquor by means of billboards

along public highways, roads and streets or to have on the retailer’s licensed premises any
billboard advertising alcoholic liquor; or

(3) any licensee to display alcoholic liquor in any window of the licensed premises.
(b) The provisions of this section shall not be interpreted to prohibit the advertising of

a microbrewery or farm winery. Any advertising of a farm winery or microbrewery shall be
subject to approval by the director prior to its dissemination.

(c) The provisions of this section shall not be interpreted to:
(1) Preempt any city ordinance or county resolution restricting or prohibiting signs or

outdoor advertising; or
(2) prohibit advertising of the price of any alcoholic liquor or advertising of any alcoholic

liquor by brand name, other than by means declared unlawful by subsection (a), and no rule
and regulation adopted hereunder shall prohibit such advertising.

(d) The secretary of revenue may adopt, in accordance with K.S.A. 41-210, and amend-
ments thereto, rules and regulations necessary to regulate and control the advertising, in
any form, and display of alcoholic liquor and nothing contained in this section shall be
construed as limiting the secretary’s power to adopt such rules and regulations not in conflict
with this act.

(e) As used in this section, ‘‘billboard’’ means any board or panel erected, constructed
or maintained for the purpose of displaying outdoor advertising by means of painted letters,
posters, pictures or pictorial or reading matter, either illuminated or nonilluminated, when
such sign is supported by uprights or braces placed upon the ground or upon a structure
affixed thereto. Billboard does not include a sign containing statements pertaining to a
business conducted within or on the premises on which the sign is maintained.

Sec. 12. K.S.A. 2003 Supp. 41-719 is hereby amended to read as follows: 41-719. (a)
No person shall drink or consume alcoholic liquor on the public streets, alleys, roads or
highways or inside vehicles while on the public streets, alleys, roads or highways.

(b) No person shall drink or consume alcoholic liquor on private property except:
(1) On premises where the sale of liquor by the individual drink is authorized by the

club and drinking establishment act;
(2) upon private property by a person occupying such property as an owner or lessee

of an owner and by the guests of such person, if no charge is made for the serving or mixing
of any drink or drinks of alcoholic liquor or for any substance mixed with any alcoholic liquor
and if no sale of alcoholic liquor in violation of K.S.A. 41-803, and amendments thereto,
takes place;

(3) in a lodging room of any hotel, motel or boarding house by the person occupying
such room and by the guests of such person, if no charge is made for the serving or mixing
of any drink or drinks of alcoholic liquor or for any substance mixed with any alcoholic liquor
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and if no sale of alcoholic liquor in violation of K.S.A. 41-803, and amendments thereto,
takes place;

(4) in a private dining room of a hotel, motel or restaurant, if the dining room is rented
or made available on a special occasion to an individual or organization for a private party
and if no sale of alcoholic liquor in violation of K.S.A. 41-803, and amendments thereto,
takes place; or

(5) on the premises of a microbrewery or farm winery, if authorized by K.S.A. 41-308a
or 41-308b, and amendments thereto.

(c) No person shall drink or consume alcoholic liquor on public property except:
(1) On real property leased by a city to others under the provisions of K.S.A. 12-1740

through 12-1749, and amendments thereto, if such real property is actually being used for
hotel or motel purposes or purposes incidental thereto.

(2) In any state-owned or operated building or structure, and on the surrounding prem-
ises, which is furnished to and occupied by any state officer or employee as a residence.

(3) On premises licensed as a club or drinking establishment and located on property
owned or operated by an airport authority created pursuant to chapter 27 of the Kansas
Statutes Annotated or established by a city having a population of more than 200,000.

(4) On the state fair grounds on the day of any race held thereon pursuant to the Kansas
parimutuel racing act.

(5) On the state fairgrounds, if such liquor is domestic beer or wine or wine imported
under subsection (e) of K.S.A. 41-308a, and amendments thereto, and is consumed only for
purposes of judging competitions. The state fair board, in its discretion, may authorize the
consumption of such alcoholic liquor on nonfair days in conjunction with bona fide sched-
uled events involving not less than 75 invited guests and subject to any conditions or re-
strictions as the board may require.

(6) In the state historical museum provided for by K.S.A. 76-2036, and amendments
thereto, on the surrounding premises and in any other building on such premises, as au-
thorized by rules and regulations of the state historical society.

(7) On the premises of any state-owned historic site under the jurisdiction and super-
vision of the state historical society, on the surrounding premises and in any other building
on such premises, as authorized by rules and regulations of the state historical society.

(8) In a lake resort within the meaning of K.S.A. 32-867, and amendments thereto, on
state-owned or leased property.

(9) In the Hiram Price Dillon house or on its surrounding premises, subject to limita-
tions established in policies adopted by the legislative coordinating council, as provided by
K.S.A. 75-3682, and amendments thereto.

(10) On the premises of any Kansas national guard armory or the Kansas national guard
regional training center located in Saline county, and any building on such premises, as
authorized by rules and regulations of the adjutant general and upon approval of the Kansas
military board.

(11) On property exempted from this subsection (c) pursuant to subsection (d), (e), (f),
(g), (h) or (i) or (h).

(d) Any city may exempt, by ordinance, from the provisions of subsection (c) specified
property the title of which is vested in such city.

(e) The board of county commissioners of any county may exempt, by resolution, from
the provisions of subsection (c) specified property the title of which is vested in such county.

(f) The state board of regents may exempt from the provisions of subsection (c) the
Sternberg museum on the campus of Fort Hays state university, or other specified property
which is under the control of such board and which is not used for classroom instruction,
where alcoholic liquor may be consumed in accordance with policies adopted by such board.

(g) The board of regents of Washburn university may exempt from the provisions of
subsection (c) the Mulvane art center and the Bradbury Thompson alumni center on the
campus of Washburn university, and other specified property the title of which is vested in
such board and which is not used for classroom instruction, where alcoholic liquor may be
consumed in accordance with policies adopted by such board.
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(h) Any city may exempt, by ordinance, from the provisions of subsection (c) any na-
tional guard armory in which such city has a leasehold interest, if the Kansas military board
consents to the exemption.

(i) The board of trustees of a community college may exempt from the provisions of
subsection (c) specified property which is under the control of such board and which is not
used for classroom instruction, where alcoholic liquor may be consumed in accordance with
policies adopted by such board.

(j) (i) Violation of any provision of this section is a misdemeanor punishable by a fine
of not less than $50 or more than $200 or by imprisonment for not more than six months,
or both.

New Sec. 13. (a) K.S.A. 41-2701 through 41-2727, and amendments thereto, shall be
known and may be cited as the Kansas cereal malt beverage act.

(b) Except as specifically provided in the Kansas cereal malt beverage act, the power
to regulate all phases of the manufacture, distribution, sale, possession, transportation and
traffic in cereal malt beverages is vested exclusively in the state and shall be exercised as
provided in the Kansas cereal malt beverage act. Any ordinance or resolution enacted by a
city or county which is in conflict with or contrary to the provisions of the Kansas cereal
malt beverage act shall be null and void.

(c) Nothing in this section shall be construed as prohibiting cities and counties from
enacting ordinances and resolutions which are not in conflict with or more restrictive than
or supplemental to the Kansas cereal malt beverage act.

(d) The provisions of this act are severable. If any provision of this act is held to be
invalid or unconstitutional, it shall be presumed conclusively that the legislature would have
enacted the remainder of this act without such invalid or unconstitutional provision.

Sec. 14. K.S.A. 41-2704 is hereby amended to read as follows: 41-2704. (a) In addition
to and consistent with the requirements of this act the cereal malt beverage act, the board
of county commissioners of any county or the governing body of any city may prescribe
hours of closing, standards of conduct and rules and regulations concerning the moral,
sanitary and health conditions of places licensed pursuant to this act and may establish zones
within which no such place may be located.

(b) Except as provided by subsection (g) subsections (g) and (h), no cereal malt bev-
erages may be sold:

(1) Between the hours of 12 midnight and 6 a.m.; or
(2) on Sunday, except in a place of business which is licensed to sell cereal malt beverage

for consumption on the premises, which derives not less than 30% of its gross receipts from
the sale of food for consumption on the licensed premises and which is located in a county
where such sales on Sunday have been authorized by resolution of the board of county
commissioners of the county or in a city where such sales on Sunday have been authorized
by ordinance of the governing body of the city.

(c) No private rooms or closed booths shall be operated in a place of business, but this
provision shall not apply if the licensed premises are also currently also are licensed as a
club pursuant to the club and drinking establishment act.

(d) Each place of business shall be open to the public and to law enforcement officers
at all times during business hours, except that a premises licensed as a club pursuant to the
club and drinking establishment act shall be open to law enforcement officers and not to
the public.

(e) Except as provided by this subsection, no licensee shall permit a person under the
legal age for consumption of cereal malt beverage to possess, consume or purchase any
cereal malt beverage in or about a place of business, and no licensee shall permit a person
under the legal age for consumption of cereal malt beverage to possess cereal malt beverage
in or about a place of business, except that. A licensee’s employee who is not less than 18
years of age may dispense or sell cereal malt beverage, if:

(1) The licensee’s place of business is licensed only to sell at retail cereal malt beverage
at retail in the original and unopened containers package and not for consumption on the
premises; or

(2) the licensee’s place of business is a licensed food service establishment, as defined
by K.S.A. 36-501 and amendments thereto, and not less than 50% of the gross receipts from
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the licensee’s place of business is derived from the sale of food for consumption on the
premises of the licensed place of business.

(f) No person shall have any alcoholic liquor in such person’s possession while in a place
of business, unless the premises are currently licensed as a club or drinking establishment
pursuant to the club and drinking establishment act.

(g) Cereal malt beverages may be sold on premises which are licensed pursuant to both
the acts contained in article 27 of chapter 41 of the Kansas Statutes Annotated Kansas cereal
malt beverage act and the club and drinking establishment act at any time when alcoholic
liquor is allowed by law to be served on the premises.

(h) A retailer may sell at retail cereal malt beverage in the original package on Sunday
between the hours of 12 noon and 8 p.m. in a city or unincorporated area of a county where
such sales have been approved as provided by section 10 or 15, and amendments thereto.

New Sec. 15. (a) The board of county commissioners of any county may adopt a res-
olution permitting the sale at retail of alcoholic liquor or cereal malt beverage, or both, in
the original package on Sunday between the hours of 12 noon and 8 p.m. within the unin-
corporated area of the county. Such resolution shall be published at least once each week
for two consecutive weeks in the official county newspaper. Such resolution shall not become
effective until at least 30 days following the date of the last publication thereof. If within 30
days following the last publication of the resolution a petition requesting that the proposition
be submitted for approval by the voters is filed in accordance with subsection (b), such
resolution shall not become effective until the proposition is submitted to and approved at
an election as provided by this section.

(b) A petition to submit a proposition pursuant to this section to the qualified voters
residing in the unincorporated area of the county shall be filed with the county election
officer. The petition shall be signed by qualified voters who reside in the unincorporated
area of the county equal in number to not less than 10% of such voters who voted for the
office of secretary of state at the last preceding general election of such office.

(c) Upon the filing of a sufficient petition pursuant to this section, the board of county
commissioners shall cause the proposition to be placed on the ballot at the next succeeding
primary or general election which occurs after the petition is filed with the county election
officer or at a special election called and held thereon. Such election shall be called and
held in the manner provided by law for question submitted elections.

(d) If a majority of the voters voting at any election pursuant to this section votes in
favor of the proposition, the board of county commissioners shall transmit a copy of the
results to the director.

(e) Nothing in this section shall be construed as authorizing a retailer as defined by
K.S.A. 41-102, and amendments thereto, to sell cereal malt beverages.

Nothing in this section shall be construed to authorize a retailer as defined by K.S.A. 41-
2701, and amendments thereto, to sell alcoholic liquor.

Sec. 16. K.S.A. 41-208, 41-301, 41-302, 41-303, 41-710, 41-712, 41-714, 41-1111, 41-
1112, 41-1114 through 41-1121 and 41-2704, K.S.A. 2003 Supp. 19-101a, 41-347, 41-501
and 41-719 and K.S.A. 2003 Supp. 41-303, as amended by section 2 of 2004 Senate Bill No.
197, are hereby repealed.

Sec. 17. This act shall take effect and be in force from and after its publication in the
statute book.’’;

In the title, in line 11, by striking all after the first semicolon; by striking all in lines 12
and 13; in line 14, by striking all before the period and inserting ‘‘relating to the regulation
thereof; amending K.S.A. 41-208, 41-301, 41-302, 41-303, 41-710, 41-712, 41-714 and 41-
2704 and K.S.A. 2003 Supp. 19-101a, 41-347, 41-501 and 41-719 and repealing the existing
sections; also repealing K.S.A. 41-1111, 41-1112, 41-1114 through 41-1121 and K.S.A. 2003
Supp. 41-303, as amended by section 2 of 2004 Senate Bill No. 197’’;

And your committee on conference recommends the adoption of this report.

RAY MERRICK

RICK REHORN

Conferees on part of House
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PETE BRUNGARDT
MARK S. GILSTRAP

Conferees on part of Senate

Senator Barnett moved the Senate not adopt the Conference Committee Report on H
Sub for SB 2, and a new conference committee be appointed. The motion failed.

Senator Brungardt moved the Senate adopt the Conference Committee Report on H Sub
for SB 2.

On roll call, the vote was: Yeas 20, Nays 20, Present and Passing 0, Absent or Not Voting
0.

Yeas: Adkins, Allen, Barone, Betts, Brungardt, Buhler, Corbin, Emler, Gilstrap, Goodwin,
Haley, Helgerson, Hensley, Jackson, Lee, O’Connor, Schmidt, Schodorf, Steineger, Vratil.

Nays: Barnett, Brownlee, Bunten, Clark, Donovan, Downey, Huelskamp, Jordan, Jour-
ney, Kerr, Lyon, Morris, Oleen, Pugh, Salmans, Taddiken, Teichman, Tyson, Umbarger,
Wagle.

The Conference Committee report was not adopted.

CONFERENCE COMMITTEE REPORT
MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-

ments to SB 317, submits the following report:
The Senate accedes to all House amendments to the bill, and your committee on con-

ference further agrees to amend the bill, as printed with House Committee of the Whole
amendments, as follows:

On page 9, by striking all in lines 10 through 38 and inserting the following:
‘‘Sec. 5. K.S.A. 2003 Supp. 61-2703 is hereby amended to read as follows: 61-2703. As

used in this act:
(a) ‘‘Small claim’’ means a claim for the recovery of money or personal property, where

the amount claimed or the value of the property sought does not exceed $1,800 $4,000,
exclusive of interest, costs and any damages awarded pursuant to K.S.A. 60-2610 and amend-
ments thereto. In actions of replevin, the verified petition fixing the value of the property
shall be determinative of the value of the property for jurisdictional purposes. A small claim
shall not include:

(1) An assigned claim;
(2) a claim based on an obligation or indebtedness allegedly owed to a person other

than the person filing the claim, where the person filing the claim is not a full-time employee
or officer of the person to whom the obligation or indebtedness is allegedly owed; or

(3) a claim obtained through subrogation.
(b) ‘‘Person’’ means an individual, partnership, limited liability company, corporation,

fiduciary, joint venture, society, organization or other association of persons.
Sec. 6. K.S.A. 61-2706 is hereby amended to read as follows: 61-2706. (a) Whenever a

plaintiff demands judgment beyond the scope of the small claims jurisdiction of the court,
the court shall either: (1) Dismiss the action without prejudice at the cost of the plaintiff;
(2) allow the plaintiff to amend the plaintiff’s pleadings and service of process to bring the
demand for judgment within the scope of the court’s small claims jurisdiction and thereby
waive the right to recover any excess, assessing the costs accrued to the plaintiff; or (3) if
the plaintiff’s demand for judgment is within the scope of the court’s general jurisdiction,
allow the plaintiff to amend the plaintiff’s pleadings and service of process so as to commence
an action in such court in compliance with K.S.A. 61-1703 and amendments thereto, as-
sessing the costs accrued to the plaintiff.

(b) Whenever a defendant asserts a claim beyond the scope of the court’s small claims
jurisdiction, but within the scope of the court’s general jurisdiction, the court may determine
the validity of defendant’s entire claim. If the court refuses to determine the entirety of any
such claim, the court must allow the defendant to: (1) Make no demand for judgment and
reserve the right to pursue the defendant’s entire claim in a court of competent jurisdiction;
(2) make demand for judgment of that portion of the claim not exceeding $1,800 $4,000,
plus interest, costs and any damages awarded pursuant to K.S.A. 60-2610 and amendments
thereto, and reserve the right to bring an action in a court of competent jurisdiction for any
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amount in excess thereof; or (3) make demand for judgment of that portion of the claim
not exceeding $1,800 $4,000, plus interest, costs and any damages awarded pursuant to
K.S.A. 60-2610 and amendments thereto, and waive the right to recover any excess.

Sec. 7. K.S.A. 2003 Supp. 61-2713 is hereby amended to read as follows: 61-2713. (a)
The petition shall be in substantially the following form:

In the District Court of County, Kansas.

Plaintiff
vs. No.

Defendant
PETITION PURSUANT TO CHAPTER 61 OF THE

KANSAS STATUTES ANNOTATED
Statement of claim:

I, , having read the instruction below, hereby assert the following claim
against , defendant:

Demand for judgment:
Based on the claim stated above, judgment is demanded against defendant as follows:
1. Payment of $ , plus interest, costs and any damages awarded under

K.S.A. 60-2610 and amendments thereto.
2. Recovery of the following described personal property, plus costs: . This

property has an estimated value of $ .
Instructions to plaintiff:
1. State the claim you have against the defendant in the space provided. Be clear and

concise.
2. Your total claim against defendant may not exceed $1,800 $4,000, not including interest,

costs and any damages awarded under K.S.A. 60-2610 and amendments thereto. If you are
seeking the recovery of personal property, the value of that property shall be based on your
estimate of its value under oath.

3. You must be present in person at the hearing in order to avoid default judgment against
you on any claim defendant may have which arises out of the transaction or occurrence
which is the subject to your claim against the defendant.

4. You must make demand for judgment in one or both of the spaces provided above.
5. Except as provided by law, neither you nor the defendant is permitted to appear with

an attorney at the hearing.
6. You may not file more than 10 small claims under the small claims procedure act in

this court during any calendar year.
7. After completing this form, you must subscribe to the following oath:
I, , hereby swear that, to the best of my knowledge and belief, the foregoing

claim asserted against the defendant (including the estimate of value of any property sought
to be recovered) is a just and true statement, exclusive of any valid claim or defense which
defendant may have.

[Signature]
Plaintiff

Subscribed and sworn to before me this day of , 19 (year).

[Signature]
Judge (clerk or notary)

(b) The summons shall be in substantially the following form:

In the District Court of County, Kansas.

Plaintiff
vs. No.

Defendant
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SUMMONS
(Small Claims Procedure)

To the above-named defendant:
You are hereby notified that the above-named plaintiff has filed a claim against you under

the small claims procedure of this court. The statement of plaintiff’s claim and demand for
judgment against you are set forth in the petition which is served upon you with this
summons.

A trial will be held on this matter at o’clock m. on the day of
, 19 (year) , at .

(Place of hearing and address)

You must be present in person at the trial or a judgment by default will be entered against
you. Except as otherwise provided by law, neither you nor the plaintiff is permitted to appear
with an attorney.

If your defense is supported by witnesses, books, receipts or other papers, you should
bring them with you at the time of the hearing. If you wish to have witnesses summoned,
see the judge or clerk of the court at once for assistance.

If you admit the claim, but desire additional time to satisfy plaintiff’s demands, you must
be present at the trial and explain the circumstances to the court.

If you have a claim against the plaintiff, which arises out of the transaction or occurrence
which is the subject of plaintiff’s claim and your claim does not exceed $1,800 $4,000, you
must complete the form for ‘‘Defendant’s Claim,’’ which accompanies this summons, and
return it to the judge or clerk of the court on or before the time set for the trial. If your
claim against plaintiff exceeds $1,800 $4,000, you may complete and return the form for
‘‘Defendant’s Claim’’ on or before the time set for trial.

RETURN ON SERVICE OF SUMMONS

I hereby certify that I have served this summons:
(1) Personal service. By delivering a copy of the summons and a copy of the petition to

each of the following defendants on the dates indicated:
, 19 (year) , 19 (year)

(2) Residence service. By leaving a copy of the summons and a copy of the petition at the
usual place of residence of each of the following defendants on the dates indicated:

, 19 (year) , 19 (year)
(3) No service. The following defendants were not found in this county:

Dated:

(Signature and Title of Officer)

(c) The defendant’s claim shall be in substantially the following form:

In the District Court of County, Kansas.

Plaintiff
vs. No.

Defendant

DEFENDANT’S CLAIM
Instructions:

1. As stated in the summons, if you have a claim against the plaintiff which arises out of
the transaction or occurrence which is the subject of plaintiff’s claim and your claim does
not exceed $1,800 $4,000, you must state your claim in the space provided below. If your
claim against the plaintiff exceeds $1,800 $4,000, you may state your claim in the space
provided below. In determining whether or not your claim against the plaintiff exceeds
$1,800 $4,000, do not include interest, costs and any damages under K.S.A. 60-2610 and
amendments thereto, but do include the value of any personal property sought to be re-
covered as determined by your estimate of its value under oath.

2. Be clear and concise in stating your claim.
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3. If the value of your claim exceeds $1,800 $4,000 (not including interest, costs and any
damages awarded under K.S.A. 60-2610 and amendments thereto, but including the value
of any personal property sought to be recovered, as determined by your estimate of its value
under oath), the court must decide whether you may pursue your entire claim or only that
portion not exceeding $1,800 $4,000.

4. If your claim exceeds $1,800 $4,000 and the court determines that you may not pursue the
entire claim at the hearing, you have three alternatives: (1) Make no demand for judgment and
reserve the right to pursue your entire claim in a court of competent jurisdiction; (2) make demand
for judgment of that portion of your claim which does not exceed $1,800 $4,000 and reserve the
right to bring an action in a court of competent jurisdiction for any amount in excess thereof; or
(3) make demand for judgment of that portion of your claim which does not exceed $1,800 $4,000
and waive your right to recover any excess.

5. When completed, this form must be filed with the judge or the clerk of the court on
or before the time stated in the summons for the trial.

Statement of claim:
I, having read the instructions above, assert the following claim against

, plaintiff:
Demand for judgment:
Based on the claim stated above, judgment is demanded against plaintiff as follows:
1. Payment of $ , plus interest, costs and any damages awarded under K.S.A.

60-2610 and amendments thereto.
2. Recovery of the following described personal property, plus costs:

This property has an estimated value of $ .
I, , hereby swear that, to the best of my knowledge and belief, the above

claim asserted against the plaintiff (including the estimate of value of any property sought
to be recovered) is a just and true statement.

[Signature]
Plaintiff

Subscribed and sworn to before me this day of , 19 (year).
[Signature]

Judge (clerk or notary)’’;
And by renumbering the remaining sections accordingly;
Also on page 9, in line 39, by striking ‘‘45-222’’ and inserting ‘‘61-2706’’; in line 40, before

‘‘and’’ by inserting ‘‘, 61-2703, 61-2713’’;
On page 1, in the title, in line 16, by striking ‘‘attor-’’; in line 17, by striking ‘‘ney fees’’

and inserting ‘‘small claims;’’; also in line 17, by striking ‘‘45-222’’ and inserting ‘‘61-2706’’;
in line 18, before ‘‘and’’ where it appears the first time by inserting ‘‘, 61-2703, 61-2713’’;

And your committee on conference recommends the adoption of this report.
MICHAEL O’NEAL
DOUG PATTERSON
JANICE L. PAULS

Conferees on part of House

JOHN VRATIL
DEREK SCHMIDT
GRETA GOODWIN

Conferees on part of Senate

Senator Vratil moved the Senate adopt the Conference Committee Report on SB 317.
On roll call, the vote was: Yeas 37, Nays 3, Present and Passing 0, Absent or Not Voting

0.
Yeas: Allen, Barnett, Barone, Betts, Brownlee, Brungardt, Buhler, Bunten, Clark, Corbin,

Donovan, Downey, Emler, Goodwin, Helgerson, Hensley, Huelskamp, Jackson, Jordan,
Journey, Kerr, Lee, Lyon, Morris, O’Connor, Oleen, Pugh, Salmans, Schmidt, Schodorf,
Steineger, Taddiken, Teichman, Tyson, Umbarger, Vratil, Wagle.

Nays: Adkins, Gilstrap, Haley.
The Conference Committee report was adopted.
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On motion of Senator Oleen the Senate adjourned until 2:00 p.m., Thursday, May 6,
2004.

HELEN MORELAND, CAROL PARRETT, BRENDA KLING, Journal Clerks.

PAT SAVILLE, Secretary of the Senate.

□


