STATE TAXES AFTER REFORM -

v PARTNERSHIP - JLCOST

Councir, ON STATE TAXATION
February 6, 2019
Dear Senators,

The undersigned write to you in strong support of Senate Bill 22. We urge quick passage of
this important legislation preserving Kansas’ ability to compete for investment and job
creation.

Without any action by the Legislature or policy pronouncement by the Governor, Kansas
businesses and individuals will face a tax increase without the passage of SB 22. This
occurred because Kansas is among the group of states which automatically adopts the
federal Internal Revenue Code in its most current form. By conforming to the Tax Cut and
Jobs Act (TCJA) without modification, Kansas increased business and individual taxes.

How could conforming to a federal tax cut raise Kansas business taxes? The TCJA expanded
the tax base while lowering the tax rate by 40%. Kansas automatically adopted the broader
federal base—taxing foreign income, interest, incentives, FDIC fees, and more—without any
reduction in the tax rate. That’s a tax increase on businesses, pure and simple. Rather than
“cutting” business taxes, SB 22 merely restores them to where they were before Kansas
increased business taxes by automatically conforming to the TCJA.

Failing to adopt SB 22 will impose new taxes on Kansas businesses which successfully
compete worldwide. It will also impose higher taxes on foreign companies which have chosen
to invest in Kansas. Bottom line, failing to enact SB 22 will make Kansas a less attractive place
to invest and grow good paying, career-oriented jobs.

Kansas’ neighbors, including Missouri, Oklahoma, lowa, and Arkansas have already
decoupled from all or some of the federal changes, as have nearly all the job-growing states

in the Southeast. Failing to enact SB 22 will leave Kansas behind.

Thank you for your leadership on this critical issue for Kansas’ economy.



Yours Truly,
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