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I.

STATE TAX COLLECTIONS BY SOURCE
2021 S.B. 22 amends multiple provisions of the Kansas income tax act affecting individual
and corporate taxpayers. To give some perspective as to the bill’s impact on state finances,
the tables set forth below provide the most recent revenue collections by major tax source,
including those negatively impacted by the bill. The bill currently resides in the Senate
Committee on Assessment and Taxation where various proposed amendments will be
worked next week. Those amendments could lower the fiscal note.

*Corporate Franchise Tax repealed effective Tax Year 2011; Motor Carrier Property Tax repealed and replaced with Commercial Vehicle Fee
effective January 1, 2014.
Other taxes and fees include: bingo; corporate franchise tax; dry cleaning; transient guest; cigarette; tobacco; controlled substances; estate; oil,
gas, oil assess conservation fee and gas assessment conservation fee, gas oil and sand royalties; car line; bonds; licenses; and fees.
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II.

2021 S.B. 22

Summary Table of Fiscal Impact

FY 2022

FY 2023

FY 2024

Expensing Deduction

$2.3

$2.4

$2.5

UI Fraud

$0.0

$0.0

$0.0

-$100.3

-$20.1

-$20.1

-$56.1

-$37.5

-$38.6

-$2.5

-$1.3

-$1.3

GILTI (2020 and After)*

-$48.9

-$23.5

-$23.7

GILTI (2018-2019)

-$56.8

Deduction for Meal Expenditure

-$3.0
-$60.9

$0.0
-$61.5

-$3.1
-$62.1

NOL
Limitation on Deduction for Interest
Limitation on Deduction for FDIC Premiums

Allowing Itemized Deductions
Capital Contributions
Total

Negligible

Negligible

-$326.2

-$141.5

Negligible
-$146.5

* Individuals are allowed to deduct GILTI income before any deduction. We are unable to determine the impact for
this allowance at this time.
The Department is unable to determine the impact of the PPP provisions as we are unable to measure the amount of
loans that will not be forgiven at the federal level.

III.

CONSEQUENCES OF NONCONFORMING
When the Council reviewed the history of Kansas conformity during its meeting on
October 15, 2019, it was noted that there were three compelling reasons to maintain federal
conformity:
1. simplicity of returns and compliance for the taxpayer;
2. elimination of unfairness to the taxpayer; and
3. ease of administration.
Other tax review commissions have recommended that Kansas maintain its policy of
conformity whereby the computation of state income tax liability begins with federal
adjusted gross income for individuals and federal taxable income for corporations. The
prior commissions warned that any departure from this policy should be taken only for the
most compelling of reasons. See Final Report of Recommendations, Kansas Tax Review
Commission, June 1985, p. INC. 9 and Report and Recommendations of the Governor’s
Task Force on Tax Reform, January 1985, p. 12.
One of the principal benefits of conforming to the Internal Revenue Code relates to the
audit function performed by the Internal Revenue Service (IRS). Through an exchange
agreement with the IRS, the Kansas Department of Revenue is able to rely on the IRS to
verify the accuracy of the data reported by taxpayers. By nonconforming or decoupling
from the Internal Revenue Code, Kansas loses its ability to verify taxpayer income and
expense information. As an example, if taxpayers are allowed to itemize on their Kansas
return while still claiming the standard deduction on their federal return, an estimated
200,000 Kansas individual income tax returns would be filed for which there is no effective
means of determining the accuracy of any claimed itemized deductions. The Department
would need to increase its workforce to provide the required audit capability for individual
income tax returns which is currently unnecessary because of federal conformity and the
information exchange agreement with the IRS.
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The justifications for conformity cited by the original Federal Conformity Advisory
Committee in 1966 are every bit as applicable today. Decoupling will increase complexity
and its related compliance costs as well as the costly burden of administrating the tax. As
noted by prior tax review commissions, any attempt to decouple should be taken for only
the most compelling of reasons with a full understanding that the tax administration and
compliance costs will increase.
I would be happy to try to answer any questions you may have.
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