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MINUTES OF THE HOUSE TAXATION COMMITTEE

The meeting was called to order by Chairman Richard Carlson at 9:08 a.m. on March 19, 2010, in Room
783 of the Docking State Office Building.

All members were present except:
Representative Kay Wolf- excused

Committee staff present:
Gordon Self, Office of the Revisor of Statutes
Scott Wells, Office of the Revisor of Statutes
Chris Courtwright, Kansas Legislative Research Department
Brandon Riffel, Kansas Legislative Research Department
Marla Morris, Committee Assistant

Conferees appearing before the Committee:
David Corbin, Kansas Department of Revenue (KDOR)
Whitney Damron, Kansas Sport Hunting Association

Others attending:
See attached list.

Representative Frownfelter moved to introduce a tax revenue bill. The motion was seconded by
Representative Menghini. The motion carried.

Representative Frownfelter moved to introduce a bill pertaining to a tax on money transmitters. The motion
was seconded by Representative Menghini. The motion carried.

Chairman Carlson opened the briefing on Guided Hunts.

David Corbin, Kansas Department of Revenue (KDOR), briefed the Committee on the status of guided hunts.
Two years ago SB 100 was discussed and the KDOR decided not to pursue passage of the bill, choosing to
give a two year moratorium on taxation on guided hunts, and the sale of game birds. The moratorium is up
May 6,2010. Audits in 2007-2008 on state agencies found issues related to guided hunts, retail sales of game
birds and other issues, that resulted in a meeting to discuss the topic. The KDOR’s position at this time is to
not doing anything further, and to allow continuation of the moratorium. Mr. Corbin stood for questions.

Whitney Damron, Kansas Sport Hunting Association, and Ken Corbet, Ravenswood Hunting Preserves, were
present for questions from the Committee. It was suggested that the moratorium from KDOR be extended

with follow-up legislation in the future.

Chairman Carlson thanked Mr. Corbin and the Kansas Department of Revenue for providing the update and
closed the briefing on guided hunts.

Discussion and action on:
HB 2687 - Penalties and interest on overpayments of income taxes paid by taxpayers

Representative Siegfreid moved to pass out HB 2687 favorably. The motion was second by Representative
Powell.

Representative Siegfreid moved to amend SB_429 by removing the contents and replacing with the contents
from HB 2687. then designating this bill as House Substitute for SB 429. The motion was seconded by
Representative Goico. The motion to amend SB 429 carried.

Siegfreid distributed a proposed amendment to H Sub for SB 429 (Attachment 1) and moved to amend the
bill on page 2, line 18 and line 23 to correct concerns and make certain it allows the state 60 days to process.
The motion was seconded by Representative King. The motion carried.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 1
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Representative Siegfreid moved to amend line 24 on page 2 of the bill by inserting after the word payer,
except that this provision shall not apply to any taxpayer for which the department has sent a notice of
adjustment letter eliminating the amount of overpayment of tax claimed by the taxpayer and it is ultimately
determined that the taxpayer was not entitled to a refund (Attachment 2). The motion was seconded by
Representative Frownfelter. The motion carried.

Representative Hawk moved to amend line 19 striking language from the term “1%” to the word “plus” in
line 21. Representative Benlon seconded the motion. The motion failed.

Representative Siegfreid closed on the motion to pass H Sub for SB 429 favorably. The motion failed.

Representative King moved to adopt SB 312. The motion was second by Representative Powell.

Representative King moved to amend SB 312 by removing the contents and replacing with the contents in
HB 2578, then designating this bill as House Substitute for SB 312. The motion was seconded by

Representative Hawk. The motion carried.

Representative King moved to adopt SB 255 by removing the contents and replacing the contents of HB 2689,
then designating the bill as House Substitute for SB 255. The motion was seconded by Representative

Frownfelter. The motion carried.

Chairman Carlson adjourned the meeting at 10:02 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
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Session of 2010 .
HOUSE BILL No. 2687
By Committee on Taxation

2-11

AN ACT concerning income taxation; relating to refunds; penalties;
amending K.S.A. 2009 Supp. 79-3228 and repealing the existing
section.

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

Section 1. K.S.A. 2009 Supp. 79-3228 is hereby amended to read as
follows: 79-3228. (a) For all taxable years ending prior to January 1, 2002,
if any taxpayer, without intent to evade the tax imposed by this act, shall
fail to file a return or pay the tax, if one is due, at the time required by
or under the provisions of this act, but shall voluntarily file a correct return
of income or pay the tax due within six months thereafter, there shall be
added to the tax an additional amount equal to 10% of the unpaid balance
of tax due plus interest at the rate prescribed by subsection (a) of K.S.A.
79-2968, and amendments thereto, from the date the tax was due until

aid. '

d (b) For all taxable years ending prior to January 1, 2002, if any tax-
payer fails voluntarily to file a return or pay the tax, if one is due, within
six months after the time required by or under the provisions of this act,
there shall be added to the tax an additional amount equal to 25% of the
unpaid balance of tax due plus interest at the rate prescribed by subsec-
tion (a) of K.S.A. 79-2968, and amendments thereto, from the date the
tax was due until paid. Notwithstanding the foregoing, in the event an
assessment is issued following a field audit for any period for which a
return was filed by the taxpayer and all of the tax was paid pursuant to
such return, a penalty shall be imposed for the period included in the
assessment in the amount of 10% of the unpaid balance of tax due shown
in the notice of assessment. If after review of a return for any period
included in the assessment, the secretary or secretary’s designee deter-
mines that the underpayment of tax was due to the failure of the taxpayer
to make a reasonable attempt to comply with the provisions of this act,
such penalty shall be imposed for the period included in the assessment
in the amount of 25% of the unpaid balance of tax due.

(c) For all taxable years ending after December 31, 2001, if any tax-
payer fails to file a return or pay the tax if one is due, at the time required
by or under the provisions of this act, there shall be added to the tax an
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HB 2687 9

additional amount equal to 1% of the unpaid balance of the tax due for
each month or fraction thereof during which such failure continues, not
exceeding 24% in the aggregate, plus interest at the rate prescribed by
subsection (a) of K.S.A. 79-2968, and amendments thereto, from the date
the tax was due until paid. Notwithstanding the foregoing, in the event
an assessment is issued following a field audit for any period for which a
return was filed by the taxpayer and all of the tax was paid pursuant to
such return, a penalty shall be imposed for the period included in the
assessment in an amount of 1% per month not exceeding 10% of the
unpaid balance of tax due shown in the notice of assessment. If after
review of a return for any period included in the assessment, the secretary
or secretary’s designee determines that the underpayment of tax was due
to the failure of the taxpayer to make a reasonable attempt to comply
with the provisions of this act, such penalty shall be imposed for the
period included in the assessment in the amount of 25% of the unpaid
balance of tax due. For all taxable years ending after December 31, 2009,
if there is an overpayment of taxes levied or imposed by the state on the

part of the taxpayer, there shall be added to any refund of taxes paid an
additional amount equal to 1% of any such refund due for each month or
fraction thereof during which such overpayment of taxes has not been
refunded, not exceeding 24% in the aggregate, plus interest at the rate
prescribed by subsection (a) of K.S.A. 79-2968, and amendments thereto,

who timely filed a return without a request for an

- extension and the taxpayer has not been paid a

refund of such overpayment of taxes within two
months after the last date prescribed for filing the

return of such tax

from the date s until paid to the tax-
payer.

(d) If any taxpayer who has failed to file a return or has filed an
incorrect or insufficient return, and after notice from the director refuses
or neglects within 20 days to file a proper return, the director shall de-
termine the income of such taxpayer according to the best available in-
formation and assess the tax together with a penalty of 50% of the unpaid
balance of tax due plus interest at the rate prescribed by subsection (a)
of K.S.A. 79-2968, and amendments thereto, from the date the tax was
originally due to the date of payment.

(e) Any person, who with fraudulent intent, fails to pay any tax or to
make, render or sign any return, or to supply any information, within the
time required by or under the provisions of this act, shall be assessed a
penalty equal to the amount of the unpaid balance of tax due plus interest
at the rate prescribed by subsection (a) of K.S.A. 79-2968, and amend-
ments thereto, from the date the tax was originally due to the date of
payment. Such person shall also be guilty of a misdemeanor and shall,
upon conviction, be fined not more than $1,000 or be imprisoned in the
county jail not less than 30 days nor more than one year, or both such
fine and imprisonment.

()  Any person who willfully signs a fraudulent return shall be guilty

J>lprescribed for filing the return of such tax |
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of a felony, and upon conviction thereof shall be punished by imprison-
ment for a term not exceeding five years. The term “person” as used in
this section includes any agent of the taxpayer, and officer or employee
of a corporation or a member or employee of a partnership, who as such
officer, employee or member is under a duty to perform the act in respect
of which the violation occurs.

(g) (1) Whenever the secretary or the secretary’s designee deter-
mines that the failure of the taxpayer to comply with the provisions of
subsections (a), (b), (c) and (d) of this section was due to reasonable
causes, the secretary or the secretary’s designee may waive or reduce any
of the penalties and may reduce the interest rate to the underpayment
rate prescribed and determined for the applicable period under section
6621 of the federal internal revenue code as in effect on January 1, 1994,
upon making a record of the reasons therefor.

(2) No penalty shall be assessed hereunder with respect to any un-
derpayment of income tax liability reported on any amended return filed
by any taxpayer who at the time of filing pays such underpayment and
whose return is not being examined at the time of filing.

(3) No penalty assessed hereunder shall be collected if the taxpayer
has had the tax abated on appeal, and any penalty collected upon such
tax shall be refunded.

(h) In case of a nonresident or any officer or employee of a corpo-
ration, the failure to do any act required by or under the provisions of
this act shall be deemed an act committed in part at the office of the
director. :

(i) Inthe case of a nonresident individual, partnership or corporation,
the failure to do any act required by or under the provision of this act
shall prohibit such nonresident from being awarded any contract for con-
struction, reconstruction or maintenance or for the sale of materials and
supplies to the state of Kansas or any political subdivision thereof until
such time as such nonresident has fully complied with this act.

Sec. 2. K.S.A. 2009 Supp. 79-3228 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its
publication in the statute book.
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AN ACT concerning income taxation; relating to refunds; penalties;
amending K.S.A. 2009 Supp. 79-3228 and repealing the existing
section.

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

Section 1. K.S.A. 2009 Supp. 79-3228 is hereby amended to read as
follows: 79-3228. (a) For all taxable years ending prior to January 1, 2002,
if any taxpayer, without intent to evade the tax imposed by this act, shall
fail to file a return or pay the tax, if one is due, at the time required by
or under the provisions of this act, but shall voluntarily file a correct return
of income or pay the tax due within six months thereafter, there shall be
added to the tax an additional amount equal to 10% of the unpaid balance
of tax due plus interest at the rate prescribed by subsection (a) of K.S.A.
79-2968, and amendments thereto, from the date the tax was due until
paid.

(b) For all taxable years ending prior to January 1, 2002, if any tax-
payer fails voluntarily to file a return or pay the tax, if one is due, within
six months after the time required by or under the provisions of this act,
there shall be added to the tax an additional amount equal to 25% of the
unpaid balance of tax due plus interest at the rate prescribed by subsec-
tion (a) of K.S.A. 79-2968, and amendments thereto, from the date the
tax was due until paid. Notwithstanding the foregoing, in the event an
assessment is issued following a field audit for any period for which a
return was filed by the taxpayer and all of the tax was paid pursuant to
such return, a penalty shall be imposed for the period included in the
assessment in the amount of 10% of the unpaid balance of tax due shown
in the notice of assessment. If after review of a return for any period
included in the assessment, the secretary or secretary’s designee deter-
mines that the underpayment of tax was due to the failure of the taxpayer
to make a reasonable attempt to comply with the provisions of this act,
such penalty shall be imposed for the period included in the assessment
in the amount of 25% of the unpaid balance of tax due.

(c) For all taxable years ending after December 31, 2001, if any tax-
payer fails to file a return or pay the tax if one is due, at the time required
by or under the provisions of this act, there shall be added to the tax an
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HB 2687 0

additional amount equal to 1% of the unpaid balance of the tax due for
each month or fraction thereof during which such failure continues, not
exceeding 24% in the aggregate, plus interest at the rate prescribed by
subsection (a) of K.S.A. 79-2968, and amendments thereto, from the date
the tax was due until paid. Notwithstanding the foregoing, in the event
an assessment is issued following a field audit for any period for which a
return was filed by the taxpayer and all of the tax was paid pursuant to
such return, a penalty shall be imposed for the period included in the
assessment in an amount of 1% per month not exceeding 10% of the
unpaid balance of tax due shown in the notice of assessment. If after
review of a return for any period included in the assessment, the secretary
or secretary’s designee determines that the underpayment of tax was due
to the failure of the taxpayer to make a reasonable attempt to comply
with the provisions of this act, such penalty shall be imposed for the
period included in the assessment in the amount of 25% of the unpaid
balance of tax due. For all taxable years ending after December 31, 2009,
if there is an overpayment of taxes levied or-imposed by the state on the
part of the taxpayer, there shall be added to any refund of taxes paid an
additional amount equal to{1% of any such refund due for each month or
fraction thereof during which such overpayment of taxes has not been
refunded, not exceeding 24% in the aggregate, pluyinterest at the rate
prescribed by subsection (a) of K.S.A. 79-2968, and amendments thereto,
from the date the refund was due pursuant to law until paid to the tax-

payer:
(d) If any taxpayer who has failed to file a return or has filed an

incorrect or insufficient return, and after notice from the director refuses
or neglects within 20 days to file a proper return, the director shall de-
termine the income of such taxpayer according to the best available in-
formation and assess the tax together with a penalty of 50% of the unpaid
balance of tax due plus interest at the rate prescribed by subsection (a)
of K.S.A. 79-2968, and amendments thereto, from the date the tax was
originally due to the date of payment.

(e) Any person, who with fraudulent intent, fails to pay any tax or to
make, render or sign any return, or to supply any information, within the
time required by or under the provisions of this act, shall be assessed a
penalty equal to the amount of the unpaid balance of tax due plus interest
at the rate prescribed by subsection (a) of K.S.A. 79-2968, and amend-
ments thereto, from the date the tax was originally due to the date of
payment. Such person shall also be guilty of a misdemeanor and shall,
upon conviction, be fined not more than $1,000 or be imprisoned in the
county jail not less than 30 days nor more than one year, or both such
fine and imprisonment.

(f)  Any person who willfully signs a fraudulent return shall be guilty

\%4
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taxpayer for which the department has sent a
notice of adjustment letter eliminating the amount of
overpayment of tax claimed by the taxpayer and it
is ultimately determined that the taxpayer was not
entitled to a refund
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of a felony, and upon conviction thereof shall be punished by imprison-
ment for a term not exceeding five years. The term “person” as used in
this section includes any agent of the taxpayer, and officer or employee
of a corporation or a member or employee of a partnership, who as such
officer, employee or member is under a duty to perform the act in respect
of which the violation occurs.

(g) (1) Whenever the secretary or the secretary’s designee deter-
mines that the failure of the taxpayer to comply with the provisions of
subsections {(a), (b), (¢) and (d) of this section was due to reasonable
causes, the secretary or the secretary’s designee may waive or reduce any
of the penalties and may reduce the interest rate to the underpayment
rate prescribed and determined for the applicable period under section
6621 of the federal internal revenue code as in effect on January 1, 1994,
upon making a record of the reasons therefor.

(2) No penalty shall be assessed hereunder with respect to any un-
derpayment of income tax liability reported on any amended return filed
by any taxpayer who at the time of filing pays such underpayment and
whose return is not being examined at the time of filing.

(8) No penalty assessed hereunder shall be collected if the taxpayer
has had the tax abated on appeal, and any penalty collected upon such
tax shall be refunded.

(h) In case of a nonresident or any officer or employee of a corpo-
ration, the failure to do any act required by or under the provisions of
this act shall be deemed an act committed in part at the office of the
director.

(1) Inthe case of a nonresident individual, partnership or corporation,
the failure to do any act required by or under the provision of this act
shall prohibit such nonresident from being awarded any contract for con-
struction, reconstruction or maintenance or for the sale of materials and
supplies to the state of Kansas or any political subdivision thereof until
such time as such nonresident has fully complied with this act.

Sec. 2. K.S.A. 2009 Supp. 79-3228 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its
publication in the statute book.
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