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Executive Summary

Tax Incidence

Tax incidence analysis is the study of who ultimately bears the economic burden
of a tax. ‘

The effective tax rate is the tax rate paid as a percentage of income.
A progressive tax is a tax for which the effective tax rate rises as income rises.

A proportional tax is a tax for which the effective tax rate does not change with
income.

A regressive tax is a tax for which the effective tax rate falls as income rises.

Individual income, residential property, and retail sales taxes accounted for $6.4
billion or 83.0 percent of all Kansas state and local government taxes in 2003.

Individual Income Tax

Because of its graduated tax rate structure and allowance of personal
exemptions and deductions, the individual income tax is, by design, progressive.
The average effective tax rate for individual income taxes for the state as a whole
is 3.2 percent. Effective tax rates rise significantly with increases in household
income. At the low end, the ETR for the income tax is —=7.4 percent for the lowest
income group. It rises steadily to 4.7 percent for the highest income group.
Lower income households can receive refundable tax credits, which can more
than offset any income tax liabilities. Based on household composition single
households without children and non-family households have the highest ETR at
4.1 percent, while married couples with children have the lowest ETR at 2.0
percent.

The Kansas individual income tax is modestly progressive. Although the Kansas
individual income tax is only modestly progressive, it tends to be more
progressive than many other states because it is comprised of only three
brackets, with some taxpayers subject to the highest rate with taxable income as
low as $30,000. The progressivity of the individual income tax nearly offsets the
regressivity of the other taxes.

The counties with the highest average ETRs are in the Wichita area, the
Lawrence area, and in western Kansas, while the counties with the lowest rates
tend to be in the north and southeast areas of the state. Taxpayers in more
densely populated counties areas are paying higher effective tax rates than those
living in less densely populated areas.

Kansas individual income tax is less progressively distributed in the state’s urban
areas than in other areas, meaning that lower income households bear a larger
share of the burden in these areas.

Residential Properiy Tax

The average effective tax rate for the state as a whole is 2.3 percent, with the
lowest income population group paying an effective tax rate of 23.6 percent,
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while the highest income population group paying an effective tax rate of 0.6
percent. This result derives because lower income households tend to spend a
higher proportion of income on housing than higher income households. [n some
cases, effective tax rates of over 100 percent may be reported in cases where
the taxpayer may be occupying a high value residence, while receiving a low
level of Kansas adjusted gross income.

The Kansas residential property tax is significantly regressive. Property taxes
were regressive across all household groups. Overall, households paid 2.3
percent of their income in property taxes. The lowest income group (under
$10,000) paid 23.6 percent of their income in property taxes. In contrast, the
highest-income households ($200,000 and over) spent an average of 0.6 percent
of their income on property taxes.

The counties with the highest ETRs are concentrated in the northeast, while the
counties with the lowest rates tend to be in the southwest. However, taxpayers
in less densely populated areas are paying higher effective tax rates than those
living in more densely populated areas. This may be due in part to the presence
of economies of scale in service provision that may be present in more densely
populated areas, but less pervasive in less densely populated areas.

The Kansas residential property tax is less regressively distributed in the state’s
urban and suburban areas where higher value residences are more likely to be
located, while the tax tends to be more regressively distributed in the state’s rural
areas where there is less likely to be higher value residences.

Since the residential property tax includes both a uniform state component and
non-uniform local government components, regional variations are the result of
the distribution of wealth and income in the respective regions, the composition
of that income, and local discretionary tax policy decisions.

Retail Sales Tax

Average Kansas household pays $1,595 in retail sales taxes annually. The
largest amount goes to housing ($416), food ($395), and transportation ($352).
The average effective tax rate for the state as a whole is 3.7 percent. For 2003,
the effective consumer sales tax rate for the lowest income group was 16.5
percent, compared to the rate for the highest income group of 2.3 percent.

Taxpayers in moderately populated areas are paying higher ETRs than those
living in more or less densely populated areas.

The Kansas retail sales tax is moderately regressive. Retail sales taxes in
Kansas tend to be more regressive than many states because of the base of the
tax is relatively broad and has relatively few major exemptions for such as for
food and clothing.

The Kansas retail sales tax is less regressively distributed in the state’s suburban
areas. This may be due to the presence of a greater proportion of higher income
households and the location of regional shopping malls in suburban areas.
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Combined Taxes

o Combined state and local taxes are proportional to slightly regressive. However,
combined taxes in several counties are slightly progressive. The lowest income
group (under $10,000) paid 32.7 percent of income in taxes. The effective tax
rates decreased slightly for the middle-range of households, ranging from 14.6
percent to 7.6 percent. These households had income between $10,000 and
$199,000. The highest income group ($200,000 and over), paid 7.7 percent of
income in taxes. The combined average effective tax rate for the state as a
whole is 9.2 percent. Taxpayers in moderately populated areas tend to pay
higher ETRs than those living in less densely populated areas. Combined taxes
are less regressively distributed in less populated areas than in more populated
areas.

* On average the sales tax (3.7 percent) accounted for the largest burden most
households. The second largest tax was the sales tax (3.2 percent). Although
the property tax is the most regressive of the three taxes, it accounted for the
smallest burden (2.3 percent)

¢ Refundable tax credits increase the progressivity of the Kansas tax structure.
The earned income tax credit makes the individual income tax increases
progressive at low-income levels. The Homestead credit sharply reduces,
though it does not eliminate, the regressivity of the property tax for low-income
homeowners and renters. While refundable credits significantly reduced the
burden of the poorest households, they did not completely eliminate the
regressivity of the property tax.
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Introduction

Former Senator Russell Long of Louisiana had a succinct definition of
tax reform: “Tax reform means ‘don’t tax you, don't tax me, tax that
fellow behind the tree.” While states tinker with their tax systems every
year, most have tended to overlook the need for more fundamental tax
reform to reflect structural economic change. Reform, according to
University of Tennessee professor William Fox, “would seem to achieve
more goals than just revenue chasing. Other goals might include better
revenue elasticity, improved fairness, reduced efficiency costs, easier
administration and compliance.”

Reconfiguring a tax system is a daunting task and broad tax reform
efforts are not undertaken lightly. Yet most states have at least
considered it at one time or another, usually through commissioning a
tax study or appointing a blue ribbon panel.

At least 37 states have conducted tax studies since 2000 (State Tax
Study Commissions, 2004).

The benefits to a state and its residents of developing the capacity to determine
the incidence of its tax structure are many (Mazerov, 2002):

¢ Making information about the distribution of tax liabilities across different income
groups available to policymakers and to the public at large ensures that
discussion about “who pays?” and ‘who should pay?” state and local taxes can
~ be included in the debate that accompanies the formulation of tax policy.

* The availability of such information makes it much more possible for lawmakers
to formulate tax change proposals that affect tax burdens in the way they intend.

e States can use information about how tax proposals affect the distribution of their
tax systems to ensure that tax changes complement rather than work against the
priorities that have shaped spending decisions.

* Moreover, it is important to prepare distributional analyses periodically and not
just when major tax changes are being considered. A comprehensive study of
the overall distribution of state and local tax burdens by income at regular
intervals allows elected officials and the residents of a state to step back from
time to time and assess the implications of changes in tax policy that may have
been made piecemeal over the course of years. Regular tax incidence studies
also allow policymakers and the public to determine whether changes in a state’s
economy have resulted in an unintended shift in tax burdens among people in
different economic circumstances. This knowledge can lead to initiatives to
change the resulting distribution. In addition, developing the capacity to do
regular tax incidence studies usually means that the capacity exists to study tax
changes when they are proposed.

10
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Exhibit 1: State Tax Incidence Models

States with Multi-tax Economic Incidence Meodels

Colorado 1004
Maine 2000
Minnesota 2001
Missouni Noae
Nebraska Noae
Oregan 001
Texaz 3001
Washington Noune
States Developing Multitax Econenic Incidence Models
Alzbama
New Hampshire
States with Muld-tax Initial Tax Impact-Type Models
Latest periodic “snapshot” report
Utak 2001
Sﬁ’ité% with Personal Income Tax Microzsimulation Models
Arizona Maszachusefis COhic
California Michigan Pennsylvarda
Delaware Mississippd Rhode Istand
THinois Montanz Vemmont
Teawa New Jersey Virginia
Kansas New Mexico Wisconsin
Keatucky New Yark
Maryland North Carolina
States Lacking a Significant Tax Incidence Analysis Capacity
Alaska™ Hawaii Oklahoma
Arkansas Idsho South Carolina
Connecticut Indiana South Dakota*
Dist. of Columbia Louisisnz Tennesges™
Florida* Nevada™® VWest Virginia
Georgia North Dakota Wyoming®

*Btates without personal income taxes

Source: Mazerov, 2002.
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According to Mazerov (2002) three states, Maine, Minnesota, and Texas, have enacted
laws mandating that the state conduct both periodic studies of the incidence of the
overall state tax system and analyses of the distributional impact of proposed tax
legislation. Exhibit 1 presents the tax incidence analysis capacity of the various states.

This study measures how the burden of Kansas state and local taxes individual
income, residential property, and retail sales taxes were distributed across Kansas
households in tax year 2003. The study analyzes the distribution of $6.4 billion state
and local taxes across 2.6 million Kansas households. The taxes include state
individual income taxes (27.7% of the total), and state and local property taxes, and
state and local sales taxes (34.2%).

Definitions

Tax Incidence

Tax incidence is the study of who ultimately bears the economic burden of a tax.
Broadly speaking, tax incidence analysis examines the impact of taxes on the
distribution of income within a society. To compare the tax burden of one set of the
population to another, it is useful to measure the tax burden as a percentage of
household income: Tax Incidence = Tax Burden / Household Income. Thus, the task of
a tax incidence study is o estimate: (1) the tax burden for a particular household or
group of households; and (2) household income for that household or group (Wisconsin
Tax Incidence Study, 2004).

Tax incidence analysis begins with the basic premise that the party with the legal
responsibility to pay a tax may not be the party whose economic wellbeing is ultimately
impaired by the imposition of the tax (Fullerton and Metcalf, 2002). The legal incidence
of a tax concerns who has the legal obligation to remit a tax. The economic incidence
of a tax concerns whose economic wellbeing is ultimately negatively affected due to the
tax. The economic incidence and the legal incidence is usually the same for taxes
imposed on households. However, for taxes imposed on businesses this may not be
the case. The economic incidence of a tax may differ from the legal incidence of a tax
due to tax shifting. Tax shifting occurs when one party is able to shift the economic
burden of a tax onto another party by engaging in avoidance behavior. The Minnesota
Tax Incidence Study (2005) defines tax shifting as the process by which the incidence
of a tax is transferred from the entity legally obligated to pay the tax to entity ultimately
bearing the economic impact of the tax.

However, tax avoidance should be distinguished from tax evasion. On the one
hand, tax evasion is illegally failing to pay a tax that is legally owed. On the other hand, -
tax avoidance involves changing one’s behavior to legally limit tax liability. A tax may
be forward shifted onto a party downstream in the course of commerce or backward
shifted onto a party upstream in the course of commerce. For example, in most cases
retailers have the legal obligation to collect and remit sales taxes, however, they may
avoid the economic burden by shifting the burden of the tax forward onto consumers in
the form of higher prices. Some business taxes may also be backward shifted onto
workers and suppliers in the form of lower wages and payments.

12
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Effective Tax Rafe .

One basic measure of tax incidence is to compare effective tax rates (ETR)
across income classes. The effective tax rate is the tax rate paid as a percentage of
gross.income. The measure of income used in this study is Kansas adjusted gross
income. However, when using the ETR as a measure of tax incidence it should be
noted that effective tax rates for low income groups are unreliable for several reasons.
Lower income groups include households with temporarily low incomes or who
consume based on wealth rather than current income (retirees, for example).

Tax Equity

Tax equity has two primary components. Horizontal equity concerns whether
taxpayers with comparable abilities to pay, owe comparable amounts of tax. Vertical
equity concerns the rationality of the tax structure. A tax is regarded as being
progressive if the proportion of income paid as tax increases as income increases, a tax
is proportional if the proportion of income paid as tax remains constant regardless of
income, and a tax is considered to be regressive if the proportion of income paid as tax
decreases as income increases. The Minnesota Tax Incidence Study (2005) uses the
following definitions:

e Progressive tax—A tax for which the effective tax rate rises as income rises.

 Proportional tax—A tax for which the effective tax rate does not change with
income.

e Regressive tax—A tax for which the effective tax rate falls as income rises.

According to the ability-to-pay principle a taxation scheme is equitable if
taxpayers are charged according to their ability to pay. Based on the ability-to-pay
principle a progressive tax would be regarded as being equitable because those with a
greater ability to pay would pay a higher proportion of their income in the form of
taxation. A proportional tax may be regarded as equitable to the extent that all
taxpayers would pay the same proportion of their income as tax. Thus, higher income
taxpayers would be paying a higher absolute dollar amount of taxes than lower income
taxpayers. Alternatively, according to the benefit principle, a taxation scheme is fair if
taxpayers are charged according to the benefit they receive from government services.
Even a regressive tax may be regarded as being fair to the extent that the distribution of
the benefit of government services may accrue more to lower income taxpayers than to
higher income taxpayers. In many cases even for regressive taxes, although lower
income taxpayers pay a higher proportion of their income as tax, higher income
taxpayers still actually pay a higher absolute dollar value of taxes.

Tax Incidence Models
Theoretical Models
Partial-Equilibrium Analysis ,
. The most basic type of theoretical tax incidence analysis is partial-equilibrium
analysis. This approach focuses on the context of a single market, ignoring any tax-

induced effects on other markets. Even if only one party is legally responsible for
paying the tax, the burden may be borne both by consumers and producers. Keeping in

13
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mind, however, that the burden on producers is a burden on people, things do not pay
taxes; the producers' burden may result in lower profits to the owners, lower wages to
employees, or lower prices for other factors of production. How the sellers' burden is
divided among factors of production cannot be determined in single-market analysis.
Generally, the party who is less able to change their behavior will bear the larger share
of the burden. Willingness to change behavior as a tax alters prices is characterized by
the price elasticity. If consumers are more able to change behavior than producers,
then demand will be relatively more price elastic than supply, and producers will bear
the greater burden of any tax. If producers are more able to change behavior, then
supply will be more price elastic than demand, and consumers will bear the greater
share of the burden. If supply is perfectly inelastic, reflecting that the same quantity will
be supplied regardless of price, producers bear the full burden of the tax. If demand is
perfectly inelastic, then consumers will not change their behavior as a tax alters price,
so that the consumers' price rises by the full amount of the tax, and thus consumers
bear the full burden of the tax. A tax also imposes an efficiency cost as consumers and
producers are induced to switch to less desirable alternatives. The efficiency cost is the
difference between the benefit to consumers and opportunity cost to society of each unit
of the product foregone. That is, the difference between marginal social benefit and
marginal social cost. Two limitations of single-market analysis are that: the effects in
other markets, whether for other goods or for the same good in a different location, are
not considered and the manner in which any producers' burden gets distributed among
the various factors of production is not explicitly analyzed (Zodrow, 1999). Examples of
studies that use this approach include the Texas’ Comptroller's annual Tax Exemptions
and Tax Incidence (2005) study and the Utah State Tax Commission’s Western States’
Tax Burdens Fiscal Year 2002-2003: Initial State and Local Tax Burdens for Selected
Western States, Revised (MacDonald, 2004). Texas law requires the Comptroller to
provide these estimates to the Governor and Legislature prior to each regular legislative
session. The Utah model uses a sample of individual income tax returns for over
34,000 full year resident taxpayers, and takes all necessary data from their state returns
and, where possible, federal tax returns. :

General-Equilibrium Analysis

However, partial-equilibrium analysis is limited because most taxes have
important effects on markets other than the one in which they are assessed. The
imposition of a tax may have an effect in parallel markets and factor markets. The
primary insight obtained from such models is that effects in markets other than that in
which a tax is introduced are often very important (Zodrow, 1999). Two examples of
studies that use this approach are the Nebraska Tax Burden Study (2002) and the
Oregon Tax Incidence Model (2001).

The Nebraska model is based upon a series of data sets constructed from tax
files developed by the Nebraska Department of Revenue and the U.S. Department of
the Treasury Internal Revenue Service. These files contain information on Nebraska
resident taxpayers and businesses. The four tax files used in this study are the 1999
Federal Information Return Master File (IRMF), the Nebraska Business Master File
(NBMF), and the 1999 Nebraska Individual Income Tax Form 1040N. In addition, wage
and salary information for the State of Nebraska developed by the U.S. Department of

14

EXP-WONG000033




Commerce Bureau of Economic Analysis (BEA) is used in this study for comparison
purposes.

The federal IRMF is initially used to develop a data set detailing wage and
employment information for Nebraska residents. This file contains information
regarding the number of employees, number of jobs, total wages, and the amounts of
deferred compensation and dependent care benefits. The IRMF data is used to study
employment and compensation summarized by the size of the employer and by the
location of employees.

In order to obtain employment and compensation information, the IRMF data is
merged with the NBMF data summarized by business sector of the employer. This
merged IRMF and NBMF data is merged again with information from the Nebraska
Individual Income Tax Form 1040N in order to develop adjusted gross income (AGI)
information for each Nebraska household. The AGI data is used to calculate imputed
Nebraska income and sales taxes. The results of the calculated taxes can be
summarized to study Nebraska taxes by location, employer size, or industrial sector.
Finally, the study uses BEA data on wages by industrial sector to compare the results of
the study data.

The foundation of the Oregon Tax Incidence Model is a computable general
equilibrium model of the Oregon economy. The model specifies a description of the
relationships among state households, businesses, and governments and the rest of the
world. The Oregon economy is divided into 110 distinct sectors: 29 industrial sectors,
two factor sectors (labor and capital), eight household sectors, one investment sector,
69 government sectors, and one sector which represents the rest of the world. The
government sector is the most detailed sector in the model because of its focus on the
impact of state government policy.

Empirical Models

Representative Taxpayer Model

The representative taxpayer approach to analyzing tax incidence compares tax
liabilities at different income levels by calculating state and local taxes that would be
paid by predefined “representative” taxpayers. Because taxpayer profiles are
constructed hypothetically, the results are only an extrapolation of how tax liabilities
would be distributed under the given assumptions. A representative taxpayer model
calculates the state and local taxes that would be paid by hypothetical taxpayers based
on income, consumption, homeownership, and demographic characteristics. A
predefined number of taxpayer profiles are created. Varying levels of income are
assigned to the profiles, and then additional characteristics affecting tax liability that
would be typical for taxpayers of each income level are assigned. Other variables
potentially affecting state and local tax liabilities are also assighed to each profile. For
example, profiles are assumed to be renters or homeowners, and data from the Census
Bureau are used to assign typical home values for families at each income level. Data
from the U.S. Labor Department’'s Consumer Expenditure Survey may be used to
estimate the share of income for each profile devoted to purchasing different types of
goods and services, which determines the families’ sales tax liabilities. Family sizes
and ages of household members are assigned, which affect the number (and in many
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states the magnitude) of personal exemptions subtracted on state income tax returns.
Finally, assumptions are made concerning the location of the profiled families within the
state, since property tax rates usually vary widely among different local jurisdictions
(Mazerov, 2002)

An example of a study that uses this approach is the District of Columbia’s
annual Tax Rates and Tax Burdens (2005) study. The Office of the Chief Financial
Officer for Washington, DC produces an annual report that compares the rates and
burdens of major taxes in the District of Columbia with states and other large cities in
the United States. This study compares tax burdens in 51 different locations for a
hypothetical farily of four. The major state and local tax burdens for the family in the
District of Columbia are compared with those in the largest city in each state.

In addition, the office also analyzes the relative tax position of the District
compared to surrounding jurisdictions. This study compares the state and local tax
burdens on a hypothetical family of four in six major metropolitan Washington area
jurisdictions: the District of Columbia; the Maryland counties of Montgomery and Prince
George's; the Virginia counties of Arlington and Fairfax; and the City of Alexandria in
Virginia.

The hypothetical family in this study consists of two wage-earning spouses and
two school-age children. Families with annual gross income levels of $25,000, $50,000,
$75,000, $100,000, and $150,000 for each jurisdiction are analyzed. Families at the
$25,000 and $50,000 income levels are assumed to own their own home and one
automobile. Families with annual incomes of $75,000, $100,000 and $150,000 are
assumed to own their own home and two automobiles. This study compares the tax
burden in each jurisdiction for the hypothetical family for four major tax categories:
individual income tax, sales tax, real estate tax and the automobile-related taxes.

_Initial Impact Model ~

The initial tax impact approach is equivalent to the economic incidence approach
in terms of analyzing the distribution among income groups of taxes directly imposed on
households. Both approaches are based on taxpayer profiles constructed from
sampled income tax returns and third-party data using statistical sampling and matching
methods. The major difference between the two approaches is that the initial impact
approach attempts to analyze only those taxes with an initial impact on households
themselves while the economic incidence approach includes the impact of business
taxes, which may be shifted onto other parties such as consumers and/or workers in the
form of higher prices and/or lower wages. Initial tax impact models avoid some of the
resource demands and economic theory disputes that are entailed in integrating taxes
imposed on business into a tax distribution°-model (Mazerov, 2002).

Economic Incidence Model ,

The economic incidence approach is the most comprehensive method of
determining how tax obligations are distributed among income groups. The economic
incidence approach incorporates the impact both of taxes imposed directly on
households and of taxes that are imposed initially on businesses and then passed
through to households. The model is based on a representative sample of all
taxpayers, and the model’s results therefore can be generalized to the entire population
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of a state. The economic incidence model requires more preparation and data
collection than the initial tax impact model or the representative taxpayer model
(Mazerov, 2002).

The core of an economic incidence model is a statistical sample of state income
tax returns. Information from the tax returns is supplemented with information about
sources of income not reported on the return, such as home values, monthly rent
payments, and similar variables that may affect income tax or property tax liabilities.
Such information may come from the U.S. Census Bureau, state or local property tax
office, or other agency that collects relevant data. The information may be integrated
with each taxpayer profile in one of two ways. If the actual data can be obtained for the
precise taxpayer—a so-called “hard match"—the information may be combined directly.
If this cannot be done, then a “statistical match” may be done. Statistical matching
involves imputing a value for an unknown variable by using a sample of households with
similar characteristics. Estimates of household expenditure patterns generally are taken
from Consumer Expenditure Survey, compiled by the U.S. Bureau of Labor Statistics,
and are added to all of the household profiles. This information is used most often to
analyze the distribution of sales and excise tax liabilities. Expenditure information must
be added from a third-party source because very little relevant information of this kind
can be gleaned from income tax returns. The taxpayer profile data are used to
calculate tax liability for whatever household-level taxes are included in the economic
incidence model. Economic incidence models may also estimate the amount of
business taxes that should be assigned to each household profile. The models
incorporate assumptions concerning the extent to which business taxes paid by
businesses are passed on to individuals through higher prices for consumers, lower
wages for workers, or lower returns to shareholders (Mazerov, 2002).

Three examples that use this approach include the Institute on Taxation and
Economic Policy’s (ITEP) study, Who Pays?: A Distributional Analysis of the Tax
Systems in all 50 States, 2nd Edition (Mcintyre, et al.), the Minnesota Tax Incidence
Study (2005), and the Wisconsin Tax Incidence Study (2004). The ITEP model uses
one of the largest databases of tax returns and supplementary data in existence, with
nearly three quarters of a million records. The ITEP model’s approach is very similar to
that used by the congressional Joint Committee on Taxation, the U.S. Treasury
Department and the Congressional Budget Office.

The Minnesota model includes detailed information on income and taxes for a
stratified random sample of 63,808 Minnesota households. This sample is then
extrapolated to represent over 2.3 million Minnesota households. Individual income tax
returns and property tax refund returns filed with the Department of Revenue were the
primary sources of information and were supplemented with data on nontaxable income
obtained from various sources. The use of social security numbers to merge income
data from different sources for specific individuals is a unique and important aspect of
this study. Income data was matched, for example, with property tax and market value
information for individual homeowners. Information obtained from the American
Community Survey of the United States Bureau of the Census was used to calibrate a
number of items, notably nontaxable income and property tax-related variables.
American Community Survey data were also used to estimate annual rent expenditures

17

EXP-WONGO000036



for renter households. Finally, estimates of household spending patterns were obtained
from United States Department of Labor Consumer Expenditure Survey data.

The Wisconsin study employs data gathered from individual income tax returns
and Homestead Credit returns. This information is collected on a stratified random
sample of income tax returns, homestead tax relief credit claims and farmland
preservation credit claims weighted to reflect a population of 2.55 million tax filers/credit
claimants. Because not all people are required to file income tax returns, the Tax Model
does not cover the entire income-receiving population. As such, data for low-income
households that are not in the tax-filing population and that do not file a homestead
credit return are obtained from non-Department of Revenue sources. Data from the
Department of Workforce Development (DWD) allow nontaxable income from
Wisconsin Works (W-2) payments and child-care subsidies to be included. The DWD
data also allow for additional sample members who did not file either a Wisconsin
income tax return or a homestead or farmland preservation credit claim. Non-filer
households that received social security benefits were also added to the Tax Model
data. A one-in-ten sample was drawn from the 174,000 non-filer social security
recipients using Internal Revenue Service (IRS) informational return data. The IRS data
are also used to identify other income sources for non-filers and for nontaxable income
of tax filers.

Exhibit 2 identifies principal differences among the types of empirical tax
incidence models.

Exhibit 2: Principal Differences among Empirical Tax Incidence Models

b 3 Ewe ]

Taxes Selection Method for
Inchuded Taxpayer Data
“Economic™ Incidence Model Household taxes Statistics-based sample of
and actual taxpayers
Business taxes passed-

through to households

Initial Tax Impact Model Household taxes only* Statistics-based sample of
actual taxpayers
Representative Taxpayer Model | Household taxes only™* Subjective construction

of hypothetical taxpayers

*Both models sometimes nclode extimates of property taxes on rental properites owned by businesses that are
passed-throngh into rent payments of households.

Source: Mazerov, 2002.

Incidence Measures

Measuring the tax burden as a percentage of household income allows a
comparison of incidence across household groups. However, this does not provide a
measure of the overall progressivity of a tax (Wisconsin, 2004). Although the definition
of tax progressivity is generally agreed upon, there is not specific agreement on how it
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should be measured. There have been many alternative means proposed for
measuring tax progressivity. These measures may be categorized two ways: based on
what the measure purports to measure and what affects the actual value of the
measure. Within the category of measures of what affects the value of the measure,
the measures may be further divided into two subcategories: structural measures and
distributional measures. Structural measures are determined by the relationship
between the amount of income and the amount of tax imposed on that income.
Distributional measures are determined by both the tax structure and the distribution of
income. Distributional measures may be further divided based on the measure of
dispersion used: a measure of concentration or a measure of income equality. Some
of the more commonly used distributional measures based on concentration include:
effective progression, the Pechman-Okner Index, the Reynolds-Smolensky Index, the
Khetan-Poddar Index, the Kakwani Index, and the Khetan-Poddar-Suits Index (Kiefer,
1986). Most of these indices are adaptations of the Lorenz Curve and the Gini
Coefficient of income equality. Indices based on income equality are derived from
social welfare functions and assumptions about society’s preference for income equity.
For computational purposes this study will employ the Suits Index and the Kakwani
Index as alternative measures of tax progressivity. ‘

Suits Index

The Suits Index was developed to measure and compare different degrees of
progressivity of taxes. The Suits Index is based on a comparison of the cumulative
proportion of income and the cumulative proportion of taxes. The Suits Index is a
measure of the progressivity of a tax or tax system. The value of the index can vary
between —1 and +1. Positive values reflect progressivity; negative values show
regressivity, and values around zero indicate proportionality (Suits, 1977). Exhibit 3
depicts a hypothetical Suits Index. Graphically, the value of the Suits Index equals [1 -
(Area below Incidence Curve/Area below Proportional Line)]. Tax regime A would be
illustrative of a tax that is extremely progressive, while tax regime B would be indicative
of a tax structure that is extremely regressive. The Minnesota, Oregon, Texas, and
Wisconsin incidence studies use the Suits Index as their measures of tax incidence.

Exhibit 3: Suits Index

Zuits Index

—+— Proporadienal Line
~gr-TAX REGIME A
- TAK REGIME B

Cumaitive Perentof Tax Burden

£ T
¢ A% 30 3¢ 40 S0 o0 YO &G 90 102
Cumulative Percent of Income

Source: Wisconsin Tax Incidence Study, 2004.
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Kakwani Index ‘

The Kakwani Index was developed to analyze the effect of taxation on income
distribution and vice versa. The Kakwani Index is based on a measure of tax
concentration (Kakwani, 1977). The Kakwani Index is determined by the distribution of
taxes across households as well as the distribution of pre-tax income. The Kakwani
Index compares the distribution of taxes to the pre-tax income distribution. If the share
of taxes borne by higher-income households exceeds their share of total income, then
the tax is considered progressive. If the share of total taxes borne by these households
is less than their share of total income, then the tax is considered regressive. Exhibit 4
depicts a hypothetical Kakwani Index by plotting the cumulative proportion of income
and cumulative tax share (vertical axis) against the cumulative percent of households
(horizontal axis).

Exhibit 4: Kakwani Index
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Cumudative Shave of Income and Tax {5]

Comulative Shares of Households

Source: Wisconsin Tax Study, 2004.

With respect to income, the 45-degree line represents a perfectly equal income
distribution, whereby each household quintile receives exactly 20 percent of total
income. The thick line represents the pre-tax income concentration curve, often
referred to as the Lorenz curve. The extent to which this curve sags below the 45-
degree line represents the degree of inequity in the distribution of income before taxes.
In this example, the poorest 20 percent of households receive only 15 percent of total
before-tax income. On the other hand, the highest-income quintile received 34 percent
of total income.

The thin line represents the tax concentration curve. A tax curve that is identical
to the 45-degree line implies that each population group pays the same share of taxes.
A tax concentration curve that sags below the 45-degree line reflects a tax system
where the population groups with the lowest income pay a smaller share of taxes than
their share of the population and the higher income groups pay a larger share of taxes
than their population shares. In both cases, the further the curves are below the
diagonal line, income and taxes are more concentrated in the higher income groups.
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An indication of progressivity is obtained by comparing the tax concentration
curve to the income concentration curve. As seen in Exhibit 4, the Kakwani Index, (K),
measures the area below the income concentration curve (k+c) minus the area below
the tax curve (c).

Thus, the area denoted as (k) measures the area between the income
concentration curve and the tax concentration curve. [t is measured as a percent of the
total area below the 45-degree line (a+k+c). A tax is progressive if the tax concentration
curve lies below the income curve, in which case (K) would be positive. A negative
value for K occurs when the tax curve lies above the pre-tax income concentration
curve and reflects a regressive tax. If the tax and income curves coincide, (K) will be
zero and reflect a proportional tax. The value of the Kakwani index ranges from -2 to
+2: the closer it is to those extremes, the more regressive or progressive a tax or tax
structure is judged to be. The Wisconsin Tax Study (2004) uses the Kakwani Index as
its measure of tax progressivity.

Kansas Tax Incidence Model

The underlying structure of the model developed for this study is based upon a
methodology established for a study for the Report of the Governor’s Tax Equity Task
Force (Wong and Snhyder, 1995). The taxes included in the Kansas tax incidence model
are the state individual income tax, state and local residential property taxes, and state
and local retail sales taxes. According to the Kansas Legislative Research Department,
state individual income taxes accounted for 27.7 percent of total Kansas state and local
taxes, while state and local residential property taxes accounted for 21.1 percent, and
state and local retail sales taxes accounted for 34.2 percent. Collectively, the three tax
sources accounted for $6.4 billion or 83.0 percent of total 2003 state and local taxes
collected in Kansas. Exhibit 5 shows the break down of combined state and local tax
revenue in 2003 by tax source. Appendix A presents various state tax collections and
per capita tax collections by county.

Exhibit 5: Percentage of Combined State and Local Tax Revenue, 2003

Other State &
Local Taxes
17.0%

State Income
Taxes
27.7%

State & Loca
Sales Taxes State & Local
34.2% Property Taxes
21.1%

Source: Tax Facts, 2005
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Individual Income Taxes

Estimation of Kansas Individual Income Tax Liability

The individual income tax accounted for $1.8 billion of revenue in fiscal year
2003. Income tax rates range from 3.5 percent to 6.45 percent on a tax base that
conforms closely to the base for the federal individual income tax (Kansas Tax Facts,
2000, 2005).

For the purposes of this study, hypothetical individual income tax liabilities were
computed for five household characteristics and 10 income groupings for each of the
105 Kansas counties and five county groupings. The county groupings used were:

e Region,

* Location: Border or non-border,

* Concentration: Metropolitan, micropolitan, or rural,
* Population, and '

¢ [ncome.

Appendix B presents a detailed listing of the counties comprising the respective
groupings. ‘

Data on household characteristics for each county were obtained from the 2000
U.S. Census, Profile of General Demographic Characteristics (DP-1). The household
characteristics used were:

e Married with children,

* Married without children,

* Single with children,

s Single without children, and
* Nonfamily households.

Data on income groupings for each county were obtained from the 2000 U.S.
Census, Profile of Selected Economic Characteristics (DP-3). The income groupings
used were:

* <$10,000,

e $10,000-$14,999,

e $15,000-$24,999,

* $25,000-$34,999,

e $35,000-$49,999,

e $50,000-$74,999,

e $75,000-$99,999,

e $100,000-$149,999,
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* $150,000-$199,999, and
e 2$200,000.

From the household characteristics and income grouping data for each county, a matrix
was constructed to estimate the number and percentage of taxpayers with each
combination of characteristics in each county. Data for the county groupings were
obtained by tabulating across the constituent counties. Exhibit 6 shows the estimated
number and percentage of taxpayers with each combination of characteristics for the
state of Kansas as a whole.

Exhibit 6: Characteristics of Individual Income Taxpayers

2003 INGOME TAXES - $10,000-  $15,000-  $25000-  $35000-  $50,000-  $75,000-  $100,000- $150,000-
KANSAS - s { <$10,000 $14,999  $24,999  $34,999  $49,999  $74,999  $99,999  $149,999  $199,999  >$200,000
NUMBER OF HOUSEHOLDS
Married with children 22,333 16,642 35,948 36,524 47,477 52,995 25,098 15,803 4,045 4,358
Married without children 26,277 19,581 42,296 42,974 55,509 62,353 29,530 18,594 4,759 5,127
single with children 7,204 5,368 11,508 11,782 15,218 17,085 8,096 5,008 1,305 1,406
Single without children 4,233 3,154 6,814 6,923 8,942 10,045 4,757 2,995 767 826
Nonfamily households 28,789 21,452 46,339 47,081 60,814 68,313 32,352 20,372 5,214 5,617
Total 88,836 66,197 142,093 145284 187,660 210,801 99,832 62,862 16,090 17,334
PERCENTAGE OF HOUSEHOLDS
Married with children 2.2% 1.6% 3.5% 3.5% 4.5% 5.1% 2.4% 1.5% 0.4% 0.4%
Married without children 2.5% 1.9% 4.1% 4.1% 5.3% 6.0% 2.8% 1.8% 0.5% 0.5%
Single with children 0.7% 0.5% 1.1% 1.1% 1.5% 1.6% 0.8% 0.5% 0.1% 0.1%
Single without children 0.4% 0.3% 0.7% 0.7% 0.9% 1.0% 0.5% 0.3% 0.1% 0.1%
Nonfamily households 2.8% 2.1% 4.5% 4.5% 5.9% 6.6% 3.1% 2.0% 0.5% 0.5%
Total 8.6% 6.4% 13.8% 14.0% 18.1% 20.3% 9.6% 6.1% 1.6% 1.7%

Next the total value of income for each combination of characteristics was
estimated based on the midpoint of each income grouping. From this, the proportion of
income for each combination of characteristics was derived. Finally, the total value of
income attributed to each combination of characteristics was adjusted based on the
total value of 2003 Kansas Adjusted Gross Income obtained from the Annual Statistical
Report (2005) of the Kansas Department of Revenue. Exhibit 7 shows the estimated
distribution of income for each combination of characteristics for the state of Kansas as
a whole.

Exhibit 7: Distribution of Income by Household Type

o $10,000-  $15,000-  $25,000-  $35000-  $50,000-  $75,000-  $100,000-  $150,000-

© <$10,000  $14,999 $24,999 $34,999 $49,999 $74,999 $99,999 $149,999  $199,999  »$200,000

Married with children 0.2% 0.4% 1.4% 21% 3.8% 6.83% 4.2% 3.8% 1.3% 1.7%
Married without children 0.3% 0.5% 1.6% 2.5% 4.5% 7.4% 4.9% 4.4% 1.6% 2.0%
Single with children 0.1% 0.1% 0.4% 0.7% 1.2% 2.0% 1.3% 1.2% 0.4% 0.5%
Single without children 0.0% 0.1% 0.3% 0.4% 0.7% 1.2% 0.8% 0.7% 0.3% 0.3%
Nonfamily households 0.3% 0.5% 1.8% 2.7% 4.9% 8.1% 5.4% 4.8% 1.7% 2.1%
Total 0.8% 1.6% 5.4% 8.3% 15.2% 25.1% 16.6% 15.0% 5.4% 6.6%

The base of the Kansas individual income tax is comprised of Federal adjusted
gross income, adjusted, less deductions and exemptions. Kansas Adjusted Gross
Income is defined as the Federal Adjusted Gross Income after certain additions and
subtractions. The additions include income that is taxable under state law but exempt
under federal law, e.g., state and local government bond interest, contributions to public
employees’ retirement systems, federal net operating loss carry forward. The
subtractions remove income that is exempt under state law but taxable under federal
law. The subtractions include income that is exempt under state law but is taxable
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under federal law, e.g., interest on U.S. government obligations, state or local income
tax refunds, Kansas net operating loss carry forward, and exempt retirement benefits.

Individual income tax liability per household was estimated in a similar fashion.
First, taxable income was estimated for each combination of characteristics based on
2003 Kansas Individual Income Tax and Sales Refund, Form K-40. Kansas Adjusted
Gross Income was taken from the above computations. A standard deduction and
personal exemptions were also subtracted from the Kansas adjusted gross income to
arrive at taxable income. The standard deduction is $3,000 for single filers and married
filers filing separately, $4,500 for heads of households, and $6,000 for married filers
filing jointly. The standard deduction is higher for filers who are age 65 or older and/or
blind. Kansas adjusted gross income was also reduced by personal exemptions equal
to $2,250 for each tax filer, spouse and dependent. For taxpayers with children, it was
assumed that such taxpayers had two children. Exhibit 8 shows taxable income
imputed to each combination of household and income characteristics.

Exhibit 8: Imputed Taxable Income

2003INCOMETAXES $10,000- $15,000-  $25,000-  $35,000-  $50,000-  $75,000-  $100,000- $150,000-
KANSAS - T T c610,000 $14,000  $24,000  $34,009  $49,999  S74000  $90.900  $149,898  $199,998  >$200,000
TAXABLE INCOME
Married with children (10,000)  (2,500) 5000 15,000 27,500 47,500 72,500 110,000 160,000 185,000
Married without children (5,500) 2,000 9,500 19,500 32,000 52,000 77,000 114500 164,500 189,500
Single with children (8500)  (1,000) 6,500 16,500 29,000 49,000 74,000 111,500 161,500 186,500
Single without children (2500 7250 14,750 24,750 37,250 57,250 82,250 119,750 169,750 194,750
Nonfamily households (250) 7250 14,750 24,750 37,250 57,250 82,250 119,750 169,750 194,750

Exhibit 9 shows 2003 Kansas Individual Income Tax computation schedules.
Exhibit 9: 2003 Individual Income Tax Computation Schedules
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Source: 2003 Kansas Individual Income Tax, Form K-40

Gross taxes per household were computed for each combination of
characteristics based on 2003 Kansas Individual Income Tax and Sales Refund Tax,
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Form K-40, Schedules | and Il. Kansas' tax rates are graduated, ranging from 3.5
percent to 6.45 percent. The top rate applies to those with income exceeding $30,000
for single filers and $60,000 for married joint filers.

Exhibit 10 shows gross taxes per household before credits for each combination of
taxpayer characteristics.

Exhibit 10: Imputed Gross Taxes per Household before Credits

2003 INCOME TAXES $10,000- $15,000-  $25,000-  $35,000-  $50,000-  $75,000-  $100,000- $150,000-

KANSAS 70 LU 810,000 $14,909  $24,999  $34,999  $49,999  $74,999  $09,999  $149,999  $199,909  >$200,000

GROSS TAXES PER HOUSEHOLD
Married with children - - 176 526 963 2,185 3,731 6,150 9,375 10,988
Married without children - 7 333 683 1,177 2,425 4,022 6,440 9,665 11,278
Single with children - - 228 620 1,402 2,690 4,301 6,719 9,944 11,557
Single without children - 255 517 1,136 1,932 3,220 4,833 7,251 10,476 12,089
Nonfamily households - 255 517 1,136 1,932 3,220 4,833 7,251 10,476 12,089

In addition, gross taxes were reduced by nonrefundable credits. These credits
are nonrefundable to the extent that they cannot reduce the total tax liability less than
$0. A nonrefundable credit is available for child and dependent care expenses. The
value of the credit is equal to 25 percent of the federal child and dependent care
expenses credit from Internal Revenue Service Form 2441. The federal credit is a
percentage, based on adjusted gross income, of the amount of work-related child and
dependent care expenses paid to a care provider. The maximum dollar limit of
dependent care expenses that can be claimed is $3,000 for one qualifying person or
$6,000 for two or more persons. Exhibit 11 shows the percentage that applies to the
federal credit based on adjusted gross income. '

Exhibit 11: Federal Child and Dependent Care Expenses Credit Schedule

I Gine 7 ist Ifline 7is: )
Bat nat. Dagimal Bt ot Daciaal

Oyor over amopint is ) Ovor SDNRT amount is

$4-15,000 a5 $20,000—31,000 ey
“15,000—17,000 et ! 31,000-33, 0o J28
17,000-—19,001 33 ‘:3&000_35 Wals 25
119,000—21,000 oS -'35,000—37.000 w24
21,000—23,000 ] ~.37,000—39,000 .23,
23,006—25,000 ey “A0,000—41,000 .22
25,000—27,000 20 41,000—43,000 21
27,000—25.000 28 A © §4,000—Na Iimit 2

Source: 2003 Internal Revenue Service Form 2441.

Exhibit 12 shows the imputed value of child/dependent care credits. Again, it was
assumed that taxpayers qualifying for the credit had two qualifying children.

Exhibit 12: Imputed Child and Dependent Care Credits

2003 INCOME TAXES . $10,000- $15,000-  $25,000-  $35,000- $50,000- $75,000-  $100,000- $150,000-

KANSAS ; ;;; <$10,000 $14,999  $24,999  $34,999 $49,999 $74,999 $99,999 $149,999  $199,999  >$200,000
CHILDIDEP DENT CARE CREDIT
Married with children 438 525 480 405 300 300 300 300 300 300
Married without children - - - - - - - - - -
Single with children 438 525 480 405 300 300 300 300 300 300

Single without children - - - s - - . - - -
Nonfamily households - - - - - - - - - -
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Exhibit 13 shows taxes per household after nonrefundable credits.
Exhibit 13: Imputed Taxes less Refundable Credits

$10,000-  $15,000-  $25,000-  $35,000- $50,000- $75,000-  $100,000-  $150,000-

2003 INCOME TAX

KANSAS "~/ '_ .,:‘;,'f;: ’ (' CHIN <$10,000  $14,999  $24,999  $34,999 $49,999 $74,999 $99,999 $149,999  $199,999  >$200,000
TAXES LESS NONREFUNDABLE CREDITS '
Married with children - - - 121 663 1,885 3,431 5,850 9,075 10,688 |.
Married without children - 7 333 683 1,177 2,425 4,022 6,440 9,665 11,278
Single with children - - 215 1,102 2,390 4,001 6,418 9,644 11,257
Single without chiidren - 255 517 1,136 1,932 3,220 4,833 7,251 10,476 12,089
Nonfamily households - 255 517 1,136 1,932 3,220 4,833 7,251 10,476 12,089

In addition to nonrefundable credits, there are several refundable credits
provided to particular types of claimants. These include the earned income tax credit,
the homestead refund, and the food sales tax refund. A refundable credit may exceed
the value of the taxpayer’s tax liability.

The earned income tax credit (EIC) is designed to provide tax relief to low-
income earners for excess income taxes. To qualify, a taxpayer must work and have
earned income. Earned income includes taxable wages, salaries and tips; net earnings
from self-employment; and gross income received as a statutory employee. To claim
the credit using a child, the child must be a “qualifying child” by meeting all relationship,
age and residency tests. Income and family size determine the amount of the EITC.
However, taxpayers without children also may qualify for the credit. Each year, the
limits on income and credit amount changes with the cost of living. The credit begins to
phase out at certain income levels. For a taxpayer with two or more children in 2003
the maximum federal credit was $4,204, for one child the maximum credit was $2,547,
and for no children the maximum credit is $382. To have been eligible for a full or
partial credit in 2003, a taxpayer must have had an adjusted gross income of less than:

* $33,692 ($34,692 married filing jointly) and two or more children;
e $29,666 ($30,666 MFJ) and one child; or
e $11,230 ($12,230 MFJ) with no children.

The Kansas earned income credit is a percentage of the federal earned income tax
credit. The state EIC is equal to 15 percent of the federal credit. Again, it was assumed
that taxpayers qualifying for the credit had two qualifying children. Exhibit 14 shows the
imputed value of the earned income credit.

Exhibit 14: Imputed Earned Income Credits

2003 INCOME TAXE $10,000- $15,000-  $25,000-  $35,000- $50,000- $75,000-  $100,000-  $150,000-
KANSAS™ i o <610,000  $14,999  $24,999  $34,999  $49,998  $74,999  $99,999  $149,999  $199,999  »$200,000
EARNED INCOME CREDIT

Married with children 302 631 463 147

Married without children 57 - - -

Single with children 302 631 432 116

Single without children 57 - - -

Nonfamily households 57

In 1970, a system of income tax credits or refunds was established for low-
income homeowners who were age 65 or older or disabled (KSA Ch. 79, Art. 45). The
current program authorizes direct refunds of or credits against property tax for low-
income homeowners or renters who are age 55 or older, disabled, or who have
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dependent children under age 18. Renters may claim as property tax paid 20 percent of
rent paid for occupancy.

The homestead refund is designed to provide tax relief for property taxes; the
credit is based on property taxes or its rent equivalent and household income. The
credit is available to households with income less than $25,000. In addition, the
claimant must be over 55 years old, or is blind or disabled, or has a dependent child
under 18 who lived with the claimant all year. “Household income” is generally the total
of all taxable and nontaxable income received by all household members. The amount
of the refund is based on a sliding percentage based on income. The maximum
homestead refund is $600. Exhibit 15 shows the relationship between household
income and the percentage of the refund.

Exhibit 15: Homestead Refund Schedule

Hihé smsunt ot Fre 11 Erszicthis péfesntage on
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SO0 B SIZOM oo es e e
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B850 and § TR0 s s e . B
BITE01 08 SRR e
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CERRELOT AN e, L v e e Y S B ez

Source: 2003 Kansas Homestead Claim, Form K-40H
Exhibit 16 shows the imputed value of the Kansas Homestead Refund.
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Exhibit 16: Imputed Homestead Refund

2003INCOMETAXES $10,000- $15,000-  $25,000-  $35,000-  $50,000-  $75,000-  $100,000-  $150,000-
KANSAS © - nilvsi T T 410,000 $14,999  $24,999  $34,909  $49,999  $74,999  $99,999  $149,999  $199,999  >$200,000
HOMESTEAD REFUND ’

Married with children 504 324 144

Married without children - - -

Single with children 504 324 144

Single without children - - -

Nonfamily households

The food sales tax refund offers a refund of the sales tax paid on food. To
qualify, the claimant must be 55 years of age or older, or be blind or disabled, or have a
dependent child under 18 who lived with the claimant all year whom the claimant
claimed as a personal exemption, and have qualifying income of $26,300 or less. For
claimants with less than $13,150 of qualifying income, the amount of the refund is equal
to the number of exemptions times $72. For claimants with qualifying income between
$13,150 and $26,300, the amount of the refund is equal to the number of exemptions
times $36. The refunds may be claimed as refundable income tax credits. Exhibit 17
shows the imputed value of the food sales tax refund. Again, it was assumed that
taxpayers qualifying for the credit had two qualifying children. x

Exhibit 17: Imputed Food Sales Tax Refund

$10,000- $15,000-  $25,000-  $35,000- $50,000- $75,000-  $100,000-  $150,000-

2003 INCOME T.

KANSA_S R <$10,000 $14,999  $24,999  $34,999 $49,999 $74,999 $99,999 $149,999  $199,999  >$200,000
FOOD SALES TAX REFUND

Married with children 288 288 144

Married without children 144 144 72

Single with children 288 288 144
Single without children - - -
Nonfamily households

Exhibit 18 shows estimated individual income tax liability by household composition and
income class after refundable credits.

Exhibit 18: Imputed Income Tax Liability

2003 INCOME TAXES $10,000- $15,000- $25,000-  $35000-  $50,000-  $75,000-  $100,000-  $150,000-
KANSAS 10t 5 ! 10,000 $14,999  $24,999  $34,999  $49,999  $74,999  $99,999  $149,999  $199,990  >$200,000
TAXES LESS REFUNDABLE CREDITS
Married with children (1,094)  (1,243) (751) (26) 663 1,885 3,431 5,850 9,075 10,688
Married without children (201) (73) 261 683 1177 2,425 4,022 6,440 9,665 11,278
Single with children (1,004) (1,243 (720) 99 1,102 2,390 4,001 6,419 9,644 11,257
Single without children (57) 255 517 1,136 1,982 3,220 4,833 7,251 10,476 12,089
Nontamily households (57) 255 517 1,336 1,032 3,220 4,833 7,251 10,476 12,089

[t was assumed that all taxpayers that qualify for the listed deductions and credits use
them. Because of the limitations of the data used in this model, it was not possible to
include all deductions and credits which taxpayers may be eligible. However, the listed
deductions and credits are the most common and significant ones used by taxpayers to
reduce individual income tax liability in Kansas. Appendix C presents Kansas individual
income tax receipts for tax year 2003 by county.

Once average tax liabilities per household were estimated for each combination
of taxpayer characteristics, total taxes were estimated based on the number of
taxpayers with the respective combinations of characteristics. From this, the
percentage of taxes paid by taxpayers with each of the combinations of characteristics
was determined. Total individual income tax liabilities obtained from the Kansas
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Department of Revenue Annual Statistical Report (2005) were then allocated based on
household composition and income class. Exhibit 19 shows the percentage of taxes
paid by taxpayers with each of the combinations of characteristics.

Exhibit 19: Percentage of Individual Income Taxes Paid

$10,000-  $15,000-  $25,000-  $35,000-  $50,000-  $75,000-  $100,000- $150,000-

. ‘ il <$10,000  $14,999 $24,999 $34,999 $49,999 $74,999 $99,999 $149,999  $199,993  >$200,000 Total
PERCENTAGE OF TAXES

Married with children -1.2% -1.0% -1.3% 0.0% 1.6% 5.0% 4.3% 4.6% 1.8% 2.3% 15.9%

Married without children -0.3% -0.1% 0.5% 1.5% 3.2% 7.5% 5.9% 6.0% 23% 2.9% 29.5%
Single with children -0.4% -0.3% -0.4% 0.1% 0.8% 2.0% 1.6% 1.6% 0.6% 0.8% 6.4%
Single without children 0.0% 0.0% 0.2% 0.4% 0.9% 1.6% 11% 11% . 0.4% 0.5% 6.2%
Nonfamily households -0.1% 0.3% 12% 2.7% 5.8% 10.9% 7.8% 7.3% 2.7% 3.4% 42.0%
Total -2.0% -1.1% 0.2% 4.5% 12.3% 27.1% 20.7% 20.6% 7.9% 9.8% 100.0%

Incidence of Kansas Individual Income Taxes

Exhibit 20 presents Kansas individual income tax incidence by household
composition and income class.  The first section of the table shows the percentage of
Kansas households with the respective combinations of household and income
characteristics. Out of the ten income groupings, the highest percentage of households
(20.3 percent) earn between $50,000 and $74,999. Based on household composition,
the highest percentage of households are composed of non-family members (32.4
percent), followed by married couples without children (29.6 percent), and married
couples with children (25.1 percent).

The second section of the table shows the percentage of income received by
households with the respective combinations of household and income characteristics.
Again, out of the ten income groupings, the highest percentage of income is received by
households (25.1 percent) earning between $50,000 and $74,999.

The third section of the table shows the percentage of Kansas individual income
taxes paid by households with the respective combinations of household and income
characteristics. Again, out of the ten income groupings, the highest percentage of
individual income tax paid is by households (27.1 percent) that earn between $50,000
and $74,999. Based on household composition, the highest percentage of individual
income tax paid is by households comprised of non-family members (42.0 percent),
followed by married couples without children (29.5 percent), and married couples with
children (15.9 percent). Notice that some combinations of household and income
characteristics show negative percentages of taxes. This is because some households
may actually have a negative tax liability because of refundable credits.

The fourth section of the table shows the average effective tax rates paid by
Kansas households with the respective combinations of household and income
characteristics. The average ETRs are computed as a percentage of Kansas adjusted
gross income. Because of its graduated tax rate structure and allowance of personal
exemptions and deductions, the individual income tax is, by design, progressive. The
average ETR for the state as a whole is 3.2 percent. As seen in Exhibit 20, effective tax
rates rise significantly with increases in household income. At the low end, the effective
tax rate for the income tax is —7.4 percent for the lowest income group. It rises steadily
to 4.7 percent for the highest income group. Lower income households can receive
refundable tax credits, which can more than offset any income tax liabilities. Based on
household composition single households without children and non-family households
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have the highest ETR at 4.1 percent, while married couples with children have the
lowest ETR at 2.0 percent.

As a basis of comparison the Minnesota Tax Incidence Study (2005) found an
average effective individual income tax rate of 4.1 percent, with the lowest income
group ($8,354 and under) paying an effective tax rate of —1.1 percent and the highest
income group ($102,427 and over) paying an ETR of 5.5 percent. However, it should
be kept in mind that finding from different studies may not be directly compared
because of differences in study methodologies, tax structures, and income definitions,
and economic conditions. Similarly, the Wisconsin Tax Incidence Study (2004) found an
effective income tax rate for all households averaged of 3.6 percent. The effective
individual income tax rate was 0.32 percent for the lowest income group and rose
steadily for higher-income households. The highest income group paid 5.3 percent of
their income in individual income taxes.

The last section of the table shows information used to assess the overall
incidence of the individual income tax. The data for this section are derived from the
above sections. Both the Suits Index (0.2284) and the Kakwani Index (0.2397) indicate
the Kansas individual income tax is modestly progressive. Accordingly, the Minnesota
Tax Incidence Study (2005) found a Suits Index of 0.199 for that state’s personal
income tax and the Wisconsin Tax Incidence Study (2004) reported a Suits Index of
0.185 and a Kakwani Index of 0.167 for individual income taxes. The Kansas individual
income tax may be more progressive than many other states because it is comprised of
only three brackets, with some taxpayers subject to the highest rate with taxable income
as low as $30,000. Note that there is a detailed companion table for each of the 105
counties and five county groupings contained in the Detailed Appendix.
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Exhibit 20: Individual Income Tax Incidence

2003 INCOMETAXES $10,000-  $15,000-  $25,000-  $35,000-  $50,000-  $75,000-  $100,000- $150,000-
KANSAS 0TI 610,000 $14999  $24909  §34990  $49,999  §74,089  $99,099  $149.999  $199,999  >$200,000  Total
PERCENTAGE OF HOUSEHOLDS
Married with children 2.2% 1.6% 3.5% 3.5% 45% 5.1% 24% 1.5% 0.4% 04%  251%
Married without children 2.5% 1.9% 41% 41% 5.3% 6.0% 2.8% 1.8% 0.5% 05%  29.6%
single with children 0.7% 0.5% 1.1% 1.1% 1.5% 1.6% 0.8% 0.5% 0.1% 0.4% 8.1%
Single without children 0.4% 0.3% 0.7% 0.7% 0.9% 1.0% 0.5% 0.3% 0.1% 01% 4.8%
Nonfamily households 2.8% 21% 4.5% 45% 5.9% 6.6% 31% 2.0% 0.5% 05%  324%
Total 8.6% 6.4% 13.8% 14.0% 181% 20.3% 9.6% 8.1% 1.6% 17%  100.0%
PERCENTAGE OF (NCOME
Married with children 0.2% 0.4% 1.4% 24% 3.8% 6.3% 4.2% 3.8% 1.3% 1.7% 25.1%
Married without children 0.3% 0.5% 1.6% 25% 45% 7.4% 49% 4.4% 1.6% 20%  29.6%
Single with children 0.1% 0.1% 0.4% 0.7% 1.2% 2.0% 1.3% 1.2% 0.4% 0.5% 81%
Single without children 0.0% 0.1% 0.3% 0.4% 0.7% 1.2% 0.8% 0.7% 0.3% 0.3% 4.8%
Nonfamily households 0.3% 0.5% 1.8% 27% 4.9% 8.1% 5.4% 48% 1.7% 21%  32.4%
Total 0.8% 1.6% 5.4% 8.3% 15.2% 25,1% 16.6% 15.0% 5.4% 6.6%  100.0%
PERCENTAGE OF TAXES
Married with children 4.2% 4.0% | -18% 0.0% 1.6% 5.0% 43% 4.6% 1.8% 2.3% 15.9%
Married without children -0.3% -0.1% 0.5% 1.5% 3.2% 7.5% 5.9% 6.0% 2.3% 2.9% 29.5%
Single with children -0.4% -0.3% -0.4% 01% 0.8% 2.0% 1.6% 1.6% 0.6% 0.8% 6.4%
Single without children 0.0% 0.0% 0.2% 0.4% 0.9% 1.6% 1.4% 1.1% 0.4% 0.5% 6.2%
Nonfamily households 0.1% 0.3% 1.2% 27% 5.8% 10.9% 7.8% 7.3% 2.7% 34%  420%
Total 2.0% A.1% 0.2% 4.5% 12.8% 27.1% 207% 20.6% 7.9% 9.8%  100.0%
AVERAGE TAX RATES :
Married with children -18.2% -8.3% -3.1% 0.1% 1.3% 2.5% 33% 3.9% 43% 4.4% 2.0%
Married without children 3.3% 0.5% 14% 1.9% 2.3% 3.2% 3.8% 4.3% 4.6% 47% 3.2%
Single with children -18.2% -8.3% -3.0% 0.3% 2.2% 3.2% 3.8% 43% 4.6% 47% 2.5%
Single without children -1.0% 1.7% 2.1% 31% 38% 43% . 46% 48% 5.0% 5.0% 4.1%
Nonfamily households 1.0% 1.7% 2.1% 3.1% 3.8% 43% 4.6% 4.8% 5.0% 5.0% 4.1%
Total 7.4% -2.3% 0.1% 1.7% 26% 34% 4.0% 4.4% 47% 4.7% 3.2%
CUMULATIVE % OF HOUSEHOLDS ~ 0.0856  0.1494 02871  0.4271 06079 08110 09072 09678 09833  1.0000
CUMULATIVE % OF INCOME 00085 00242 00787 01617 0318 05644 07307 08804 03340 1.0000
CUMULATIVE % OF TAX (0.0196)  (0.0308)  (0.0292) 0015  0.4393 04099 06170 08280 08015 10000
KAKWANI INDEX 00012 00027 00112 00178 00289 00334 00128 00052 00007 00003 02284
SUITS INDEX 0.0001 00007 00044 00105 00243 00412 00223  0.0128 00024 00011 02397

County

Exhibit 21 shows average effective individual income tax rates by county for
2003. The counties with the highest average ETRs are Greeley (3.83 percent), Haskell
(3.78 percent), Sedgwick (3.58 percent), Hamilton (3.51 percent), and Sheridan (3.49
percent). The counties with the lowest ETRs are Cherokee (2.21 percent), Doniphan
(2.26 percent), Wyandotte (2.34 percent), Republic (2.47 percent), and Elk (2.47
percent). Exhibit 22 maps geographic variations in average effective individual income
tax rates. The counties with the highest average individual income tax rates are
indicated by the darkest shading, the counties with the lowest average ETRs are
indicated by the lightest shading. The remaining counties are indicated by transitional
shading. As can be seen from the map, the counties with the highest average ETRs are
in the Wichita area, the Lawrence area, and in western Kansas, while the counties with
the lowest rates tend to be in the north and southeast areas of the state.
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Exhibit 21: Average Effective Individual Income Tax Rates by County

County  Percentage County Percentage County Percentage
Allen 2.81% Greeley 3.83% Osborne 2.67%
Anderson 2.68% Greenwood 2.97% Ottawa 2.95%
Atchison 2.68% Hamilton 3.51% Pawnee 2.86%
Barber 2.89% Harper 2.99% Phillips 2.84%
Barton 3.01% Harvey 2.99% Pottawatomie 3.16%
Bourbon 2.57% Haskell 3.78% Pratt 3.16%
Brown 2.59% Hodgeman 2.82% Rawlins 2.77%
Butler 3.49% Jackson 2.93% Reno 3.08%
Chase 2.94% Jefferson 3.05% Republic 247%
Chautauqua 2.52% Jewell 2.53% Rice 2.80%
Cherokee 2.21% Johnson 3.22% Riley 3.37%
Cheyenne 2.89% Kearny 3.07% Rooks 2.78%
Clark 3.01% Kingman 3.23% Rush 2.87%
Clay 2.80% Kiowa 2.97% Russell 2.84%
Cloud 2.76% Labette 2.68% Saline 3.22%
Coffey 3.20% Lane 2.96% Scott 3.38%
Comanche 3.00% Leavenworth 2.93% Sedgwick 3.58%
Cowley 2.94% Lincoln 2.49% Seward 2.81%
Crawford 2.85% Linn 2.72% Shawnee 3.34%
Decatur 2.74% Logan 3.05% Sheridan 3.49%
Dickinson 2.95% Lyon 2.81% Sherman 2.59%
Doniphan 2.26% Marion 3.00% Smith 2.88%
Douglas 3.42% Marshall 2.92% Stafford 2.81%
Edwards 3.00% McPherson 3.30% Stanton 3.23%
Elk 2.47% Meade 3.07% Stevens 3.26%
Ellis 3.29% Miami 3.26% Sumner 3.04%
Ellsworth 3.01% Mitchell 3.00% Thomas 3.16%
Finney 3.03% Montgomery 2.73% Trego 2.71%
Ford 2.93% Morris 3.16% Wabaunsee 3.00%
Franklin 2.95% Morton 3.20% Wallace 2.76%
Geary 2.72% Nemaha 2.78% Washington 2.82%
Gove 3.09% Neosho 2.84% Wichita 3.17%
Graham 2.97% Ness 2.99% Wilson 2.85%
Grant 3.29% Norton 2.96% Woodson 2.59%
Gray 3.33% Osage 2.98% Wyandotte 2.34%

Total 3.18%
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Exhibit 22: Variations in Effective Income Tax Rates
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Exhibit 23 shows Suits and Kakwani Indices by county for 2003. Keep in mind
that a higher index value indicates a more progressively distributed tax, while a lower
index value indicates a less progressively distributed tax. The counties with the highest
Suits Indices are Woodson (0.4089), Cherokee (0.3765), Chautauqua (0.3672), Wilson
(0.3665), and Smith (0.3647). The counties with the highest Kakwani Indices are
Woodson (0.3831), Cherokee (0.3551), Wilson (0.3456), Chautauqua (0.3447), and
Smith (0.3432). The counties with the lowest Suits Indices are Johnson (0.1427),
Leavenworth (0.2094), Miami (0.2136), Shawnee (0.2251), and Sedgwick (0.2252).
The counties with the lowest Kakwani Indices are Johnson (0.1386), Leavenworth
(0.2020), Miami (0.2048), Douglas (0.2144), and Shawnee (0.2148). Exhibits 24 and 25
map geographic variations in Suits and Kakwani Indices, respectively. The counties
with the highest indices are indicated by the darkest shading, the counties the lowest
indices are indicated by the lightest shading. The remaining counties are indicated by
transitional shading. As can be seen from the map, the counties with the highest
indices are concentrated in southeast Kansas as well as northern and western Kansas,
while the counties with the lowest indices are concentrated along the Topeka,
Lawrence, Kansas City corridor and in the Wichita area. This is an indication the
Kansas individual income tax is less progressively distributed in the state's urban areas,
meaning that lower income households bear a larger proportion of the burden in these
areas.
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Exhibit 23: Individual Income Tax Incidence by County

County Suits  Kakwani County Suits Kakwani County Suits  Kakwani
Allen 0.3454  0.3259  Greeley 0.2872  0.2732 Osborne 0.3492  0.3283
Anderson 0.3232 0.3059  Greenwood 0.3425 0.3215  Ottawa 0.2690 0.2558
Atchison 0.3167  0.3009 Hamilton 0.3331 0.3164 Pawnee 0.2717  0.2594
Barber 0.3090  0.2930 Harper 0.3410  0.3213  Phillips 0.2985  0.2821
Barton 0.3289  0.3121  Harvey 0.2434  0.2327 Pottawatomie 0.2648  0.2536
Bourbon 0.3448 0.3247  Haskell 0.2991 0.2874  Pratt 0.2868 0.2709
Brown 0.3477 0.3286 Hodgeman 0.3207 0.3028 Rawlins 0.3211 0.3017
Butler 0.2300 0.2208 Jackson 0.2610  0.2495 Reno 0.2805  0.2658
Chase 0.3035 0.2882  Jefferson 0.2314 0.2217  Republic 0.3346 0.3156
Chautauqua 0.3672 0.3447  Jewell 0.3262 0.3040  Rice 0.2978 0.2829
Cherokee 0.3765 0.3551 Johnson 0.1427 0.1386 Riley 0.2799 0.2627
Cheyenne 0.3389 0.3203 Kearny 0.3042 0.2924  Rooks 0.3494 0.3305
Clark 0.3026 0.2869 Kingman 0.2728 0.2595 Rush 0.3173 0.2987
Clay 0.3108 0.2950 Kiowa 0.3074  0.2903 Russell 0.3239  0.3027
Cloud 0.3131 0.2961 Labette 0.3517 0.3335  Saline 0.2625 0.2506
Coffey 0.2743 0.2609 Lane 0.2773 0.2638  Scott 0.2567 0.2457
Comanche 0.3195 0.3006 Leavenworth 0.2094 0.2020 Sedgwick 0.2252  0.2156
Cowley 0.3066 0.2910 Lincoln 0.3385 0.3203 Seward 0.3289 0.3144
Crawford 0.3320 0.3109 Linn 0.2936 0.2770  Shawnee 0.2251 - 0.2148
Decatur 0.3417 0.3242 Logan 0.3011 0.2853  Sheridan 0.3287 0.3108
Dickinson 0.2850 0.2714  Lyon 0.3133 0.2964 Sherman 0.2975 0.2827
Doniphan 0.3412 0.3237 Marion 0.3094 0.2946  Smith 0.3647 0.3432
Douglas 0.2274 0.2144  Marshall 0.3146 0.2982  Stafford 0.3322 0.3155
Edwards 0.3379 0.3194  McPherson 0.2530 0.2417  Stanton 0.2802 0.2670
Elk 0.3527 0.3289 Meade 0.3038 0.2893 Stevens 0.2592 0.2496
Ellis 0.2865 0.2695  Miami 0.2136 -+ 0.2048 Sumner 0.2696 0.2573
Ellsworth 0.2751 0.2610  Mitchell 0.2855 0.2711 Thomas 0.2671 0.2527
Finney 0.3176 0.3065 Montgomery  0.3421 0.3229 Trego 0.3331 0.3124
Ford 0.3012 0.2886  Morris 0.3281 0.3104 Wabaunsee 0.2507 0.2409
Franklin 0.2699  0.2575 Morton 0.2915  0.2792 Wallace 0.3414  0.3229
Geary 0.3580  0.3431 Nemaha 0.3348 0.3177 Washington 0.3554  0.3341
Gove 0.3017 0.2847 Neosho 0.3342 0.3164  Wichita 0.3313 0.3148
Graham 0.3346 0.3135 Ness 0.2901 0.2729  Wilson 0.3665 0.3456
Grant 0.2723 0.2620  Norton 0.3374 0.3197 Woodson 0.4089 0.3831
Gray 0.2823 0.2718 _ Osage 0.2743 0.2617  Wyandotte 0.2928 0.2778

Total 0.2397 0.2284
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Exhibit 24: Variations in Income Tax Suits Indices

Region
Exhibit 26 shows the 11 economic reporting regions used in the Governor’s
Economic and Demographic Report and Exhibit 27 shows average individual income
tax rates by region for 2003. A list of counties comprising each region may be found in
Appendix B. The regions with the highest average ETRs are Region IV in south central
Kansas (3.46 percent), Region | in eastern Kansas (3.15 percent), and Region Ill in east
central Kansas (3.08 percent). The regions with the lowest ETRs are Region Il in
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southeast Kansas (2.70 percent), Region Xl in northeast Kansas (2.71 percent), and
Region VIl in northwest Kansas (2.93 percent). This, indicates that taxpayers along or
near the Kansas Turnpike corridor are paying the higher effective tax rates, while those
in the far corners are paying a lower effective tax rate. Since there is no provision for a
local income tax in Kansas, these patterns are largely due to the distribution of income
in the respective region and the composition of that income. In the urban areas of the
state, a higher proportion of income is derived from wages and salaries, while in the
rural areas a higher proportion of income is derived from other sources such as farm
income.

Exhibit 26: Kansas Economic Reporting Regions

UMES

Exhibit 27 also shows Suits and Kakwani Indices by region for 2003. The
regions with the highest Suits Indices are Region Il in southeast Kansas (0.3478),
Region Xl in northeast Kansas (0.3192), and Region IX in northwest central Kansas
(0.3146). The regions with the highest Kakwani Indices are Region Il (0.3278), Region
X1(0.3028), and Region VIl (0.2972). The regions with the lowest Suits Indices are
Region | in eastern Kansas (0.1932), Region 1V in south central Kansas (0.2395), and
Region X in north central Kansas (0.2807). The regions with the lowest Kakwani
Indices are Region | (0.1851), Region IV (0.2288), and Region X (0.2668). Again, this
indicates that the Kansas individual income tax is more progressively distributed in the
rural areas of the state than in the urban areas. :
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Exhibit 27: Individual Income Tax Incidence by Region

Region Percentage Suits Kakwani
I 3.15% 0.1932  0.1851
Il 2.70% 0.3478  0.3278
n 3.08% 0.3000  0.2844

[\ 3.46% 0.2395  0.2288
\' 3.05% 0.3016  0.2862
Vi 3.00% 0.2999  0.2865
VIl 3.00% 0.3094  0.2972
Vil 2.93% 0.3070  0.2905
IX 3.06% 0.3146  0.2958
X 3.07% 0.2807  0.2668
Xi 2.71% 0.3192  0.3028

Total 3.18% 0.2397  0.2284

Location :

Exhibit 28 shows the geographic relationship between the border counties and
the non-border counties in Kansas and Exhibit 29 shows average effective individual
income tax rates by location for 2003. The non-border counties had an ETR of 3.31
percent, while the border counties had an ETR of 3.04 percent.

Exhibit 28: Kansas Border and Non-Border Counties

Exhibit 29 also shows Suits and Kakwani Indices by location for 2003. Non-
border counties had a Suits Index of 0.2573, while border counties had an index of
0.2156. Non-border counties had a Kakwani Index of 0.2450, while border counties had
an index of 0.2057. This indicates that the Kansas individual income tax is more
progressively distributed in non-border counties than in border counties. Thus, higher
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income taxpayers in non-border counties tend to bear a higher income tax burden than
those in border counties.

Exhibit 29: Individual Income Tax Incidence by Location

Location  Percentage Suits Kakwani
Border 3.04% 0.2156  0.2057
Non-Border 3.31% 0.2573  0.2450
Total 3.18% 0.2397  0.2284

Concentration

In 2003, the federal Office of Management and Budget (OMB) announced new
geographic definitions for metropolitan areas based upon updated criteria and data from
the 2000 census. Under the new definitions Metropolitan Statistical Areas (MSAs) must
have at least one urbanized area of 50,000 or more population, plus adjacent territory
that has a high degree of social and economic integration with the core as measured by
commuting ties. MSAs must have at minimum one county and oftentimes include
several counties. Under the revised definitions, there are five recognized MSAs in
Kansas: Kansas City, Missouri-Kansas; Lawrence, Kansas; St. Joseph, Missouri-
Kansas; Topeka, Kansas; and Wichita, Kansas. The Kansas portion of the Kansas GCity
MSA includes Franklin, Johnson, Leavenworth, Miami, and Wyandotte Counties. The
Lawrence MSA includes only Douglas County. The Kansas portion of the St. Joseph
MSA includes only Doniphan County. The Topeka MSA includes Jackson, Jefferson,
Osage, Shawnee, and Wabaunsee Counties. The Wichita MSA includes Butler,
Harvey, Sumner, and Sedgwick Counties. Micropolitan areas must have an urbanized
area (city) of at least 10,000 population but less than 50,000 population. Micropolitan
areas must be at least one county. There are 15 recognized micropolitan areas in
Kansas: Atchison (Atchison County), Coffeyville (Montgomery County), Dodge City
(Ford County), Emporia (Chase and Lyon Counties), Garden City (Finney County),
Great Bend (Barton County), Hays (Ellis County), Hutchinson (Reno County), Liberal
(Seward County), McPherson (McPherson County), Manhattan (Geary, Pottawatomie,
and Riley Counties), Parsons (Labette County), Pittsburg (Crawford County), Salina
(Ottawa and Saline Counties), and Winfield (Cowley County).

Exhibit 30 shows Kansas counties based on population concentration and Exhibit
31 shows average effective individual income tax rates by population concentration for
2003. Metropolitan counties (3.26 percent) had the highest ETR, followed by
micropolitan counties (3.04 percent), and rural counties (2.90 percent). This indicates
that taxpayers in more densely populated counties are paying higher effective tax rates
than those living in less densely populated counties. Again, these patterns are largely
due to the distribution of income in the respective region and the composition of that
income. In the urban areas of the state, a higher proportion of income is derived from
wages and salaries, while in the rural areas a higher proportion of income is derived
from other sources such as farm income. ,
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Exhibit 30: Kansas Metropolitan, Micro

politan, and Rural Counties

THE7ar PR
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Exhibit 31 also shows Suits and Kakwani Indices by population concentration for
2003. Rural counties had the highest Suits Index (0.3181), followed by micropolitan
counties (0.3018), and metropolitan counties (0.2048). Similarly, rural counties also had
the highest Kakwani Index (0.3010), followed by micropolitan counties (0.2864), and
metropolitan counties (0.1961). Again, this indicates that the Kansas individual income
tax is more progressively distributed in the rural areas of the state than in the urban
areas. Thus, higher income taxpayers in rural areas tend to bear a higher income tax
burden than those from urban areas.

Exhibit 31: Individual Income Tax Incidence by Concentration

Concentration Percentage  Suits Kakwani
Metropolitan 3.26% 0.2048  0.1961
Micropolitan 3.04% 0.3018  0.2864
Rural 2.90% 0.3181 0.3010
Total 3.18% 0.2397  0.2284

Population

Exhibit 32 shows Kansas counties according to population quintile and Exhibit 33
shows average effective individual income tax rates by population quintile for 2003. The
first population quintile is comprised of the 25 counties with the largest population. The
second population quintile is comprised of the 25 counties with the next largest
population, and so on. A list of counties comprising each quintile may be found in
Appendix B. The first population quintile (3.24 percent) had the highest effective
individual income tax rates, followed by the fifth quintile (3.02 percent), the fourth
quintile (2.96 percent), the third quintile (2.93 percent), and the second quintile (2.89
percent). This indicates that taxpayers in the 25 most heavily populated counties pay
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the highest average ETRs, but after that, taxpayers in the least populated counties
actually pay higher effective tax rates than those in relatively more populated counties.

Exhibit 32: Kansas Counties by Population

Wioo: Blfe N

Exhibit 33 also shows Suits and Kakwani Indices by population quintile for 2003.
The fourth quintile (0.3223) had the highest Suits Index, followed by the fifth quintile
(0.3181), the second quintile (0.3051), the third quintile (0.2997), and the first quintile
(0.2203). Similarly, the fourth quintile (0.3054) had the highest Kakwani Index, followed
by the fifth quintile (0.3002), the second quintile (0.2896), the third quintile (0.2838), and
the first quintile (0.2104). Again, this indicates that the Kansas individual income tax is
generally more progressively distributed in the rural areas of the state than in the urban
areas.

Exhibit 33: Individual Income Tax Incidence by Population

Quintile Percentage Suits Kakwani
First 3.24% 0.2203  0.2104
Second 2.89% 0.3051  0.2896
Third 2.93% 0.29097  0.2838
Fourth 2.96% 0.3223  0.3054
Fifth 3.02% 0.3181  0.3002
Total 3.18% 0.2397  0.2284

Income

Exhibit 34 shows Kansas counties according to income quintile and Exhibit 35
shows average effective individual income tax rates by income quintile for 2003. The
first income quintile is comprised of the 25 counties with the highest per capita income.
The second income quintile is comprised of the 25 counties with the next highest per
capita income, and so on. A list of counties comprising each quintile may be found in
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Appendix A. The first income quintile (3.32 percent) had the highest effective individual
income tax rates, followed by the second quintile (3.22 percent), the fourth quintile (2.90
percent), the fifth quintile (2.88 percent), and the third quintile (2.75 percent). This
indicates that taxpayers in the higher income counties paid the highest ETRs, while
taxpayers in medium income counties actually paid lower effective tax rates than those
in lower income counties.

Exhibit 34: Kansas Counties by Income

s Rl i

Exhibit 35 also shows Suits and Kakwani Indices by income quintile for 2003.
The fourth quintile (0.3121) had the highest Suits Index, followed by the fifth quintile
(0.3048), the third quintile (0.3022), the second quintile (0.2514), and the first quintile
(0.2015). Similarly, the fourth quintile (0.2965) had the highest Kakwani Index, followed
by the fifth quintile (0.2901), the third quintile (0.2858), the second quintile (0.2391), and
the first quintile (0.1931). Generally, this indicates that the Kansas individual income tax
is more progressively distributed in lower income counties than in higher income
counties.

Exhibit 35: Individual Income Tax Incidence by Income

Quintile Percentage Suits Kakwani
First 3.32% 0.2015  0.1931
Second 3.22% 0.2514  0.2391
Third 2.75% 0.3022  0.2858
Fourth 2.90% 0.3121  0.2965
Fifth 2.88% 0.3048  0.2901
Total 3.18% 0.2397  0.2284
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Residential Property Taxes

The Kansas residential property tax includes both state and local components.
The base of state property tax levies includes the assessed valuation of all taxable
tangible property as of January 1 of each year. The state portion includes both a state
building fund levy and a mandatory school district general fund levy. The state building
fund levy includes a 1.0 mill levy to support the Educational Building Fund and a 0.5 mill
levy to support the State Institutions Building Fund. A mill is $1 of property tax for each
$1,000 of assessed valuation (Kansas Tax Facts, 2000, 2005).

The base for the mandatory school district general fund levy is assessed
valuation of all taxable tangible property as of January 1 of each year. In addition to the
general property tax exemptions, KSA 2000 Supp. 79-201x provides an exemption—
from this levy only—for the first $20,000 of the appraised valuation of property used for
residential purposes. The present rate for the mandatory school levy is 20 mills
(Kansas Tax Facts, 2000, 2005).

The base of local property taxes includes the assessed valuation of taxable real
and tangible personal property. Rates vary markedly among the numerous local taxing
units (counties, cities, townships, school and community college districts, special
purpose districts) in accordance with the ad valorem requirements of their locally-
adopted budgets. Kansas residential property taxes accounted for $1.4 billion of
revenue in fiscal year 2003. This amounts to 21.1 percent of all state and local taxes.
Average county mill levy rates ranges from a low of 68.989 mills in Coffey County to a
high of 161.899 mills in Harper County. Appehdix D shows average countywide
property tax levies per $1,000 of assessed valuation for years 2002 through 2004, while
Appendix E presents total property taxes levied by county for tax years 2003 and 2004
(Kansas Tax Facts, 2000, 2005).

Estimation of Kansas Residential Property Tax Liability

For the purposes of this study, hypothetical residential property tax liabilities were
computed for five household characteristics and 10 income groupings for each of the
105 Kansas counties and five county groupings. The county groupings used were:

e Region,

e location: Border or non-border,

¢ Concentration: Metropolitan, micropolitan, or rural,
e Population, and

* Income.

Data on residential housing characteristics for each county were obtained from
the 2000 U.S. Census, Profile of Selected Housing Characteristics (DP-4). Housing
units were separated into owner-occupied units and rental units. Owner-occupied units
were disaggregated based on value of the property, while rental units were
disaggregated based on monthly rental costs:

e Owner-occupied units
o Less than $50,000
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o $50,000 to $99,999
o $100,000 to $149,999
o $150,000 to $199,999
o $200,000 to $299,999
o $300,000 to $499,999
o $500,000 to $999,999
o $1,000,000 or more
Renter-occupied units
o Less than $200
o $200 to $299
o $300 to $499
o $500 to $749
o $750 to $999
o $1,000 to $1,499
o $1,500 or more
o No cash rent
Data on income groupings for each county were obtained from the 2000 U.S. .

Census, Profile of Selected Economic Characteristics (DP-3). The income groupings
used were:

<$10,000,
$10,000-$14,999,
$15,000-$24,999,
$25,000-$34,999,
$35,000-$49,999,
$50,000-$74,999,
$75,000-$99,999,
$100,000-$149,999,
$150,000-$199,999, and
2$200,000.

From the residential housing characteristics and income grouping data for each

county, a matrix was constructed to estimate the number and percentage of taxpayers
with each combination of characteristics in each county. Data for the county groupings
were obtained by tabulating across the constituent counties. Exhibit 36 shows the
estimated number and percentage of taxpayers with each combination of characteristics
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for the state of Kansas as a whole. According to this data 65.2 percent of Kansas
households occupy owner-occupied units, while 34.8 percent of households occupy
renter-occupied units.

Exhibit 36: Characteristics of Residential Property Taxpayers

2003 PROPERTY TAXES . $10,000-  $15,000-  $25,000-  $35,000-  $50,000-  $75,000-  $100,000-  $150,000-

KANSAS ./ £t 1 <$10,000  $14,999 $24,999 $34,999 $49,999 $74,999 $99,999  $149,999  $199,999  >$200,000 Total

NUMBER OF UNITS

Owner-occupled units 49,812 37,118 80,178 81,463 105,224 118,189 55,977 35,248 9,022 9,720 581,960
Less than $50,000 12,206 9,006 19,648 19,962 25,785 28,964 13,717 8,637 2,211 2,382 142,608
$50,000 to $99,999 18,487 13,783 29,773 30,250 39,073 43,892 20,786 13,089 3,350 3,609 216,103
$100,000 to $149,999 10,334 7,700 16,634 16,800 21,830 24,522 1,613 7,313 1,872 2,016 120,734
$150,000 to $199,999 4,584 3,416 7,379 7497 9,683 10,877 5,151 3,244 830 894 53,656
$200,000 to $299,999 2,792 2,080 4,494 4,566 5,897 6,624 3137 1,975 506 545 32,616
$300,000 to $499,999 1,075 801 1,730 1,758 2,271 2,561 1,208 761 195 210 12,558
$600,000 to $999,999 270 201 435 442 57 641 304 191 49 53 3,158
$1,000,000 or more 54 40 86 88 13 127 60 38 10 10 627

Renter-occupied units 26,542 19,778 42,724 43,408 56,069 62,983 29,828 18,782 4,807 5179 310,101
Less than $200 1,522 1,134 2,450 2,489 3,215 3,611 1,710 1,077 276 297 17,780
$200 to $299 2,408 1,794 3,875 3,938 5,086 5,718 2,706 1,704 436 470 28,129
$300 to $499 8,767 6,533 14,112 14,338 18,520 20,804 9,852 6,204 1,588 1,71 102,428
$500 to $749 8,221 6,126 13,233 13,445 17,367 19,508 9,239 5818 1,489 1,604 96,050
$750 to $999 2,719 2,026 4,377 4,447 5,744 6,453 3,066 1,924 483 531 31,770
$1,000 to $1,499 956 712 1,538 1,563 2,019 2,268 1,074 676 173 187 11,169
$1,500 or more 333 248 535 544 703 789 374 235 60 65 3,886
No cash rent 1,617 1,205 2,602 2,644 3415 3,836 1,817 1,144 293 315 18,889

Total 76,354 56,896 122,902 124,871 161,293 181,182 85,805 54,030 18,829 14,899 892,061

PERCENTAGE OF UNITS

Owner-occupied units 5.6% 4.2% 9.0% 9.1% 11.8% 13.3% 6.3% 4.0% 1.0% 11% 65.2%
Less than $50,000 1.4% 1.0% 22% 2.2% 2.9% 3.2% 1.5% 1.0% 0.2% 0.3% 16.0%
$50,000 to $99,999 21% 1.5% 3.3% 3.4% 4.4% 4.9% 2.3% 1.5% 0.4% 0.4% 24.2%
$100,000 to $149,999 1.2% 0.9% 1.9% 1.8% 2.4% 27% 1.3% 0.8% 0.2% 0.2% 13.5%
$150,000 to $199,999 0.5% 0.4% 0.8% 0.8% 11% 1.2% 0.6% 0.4% 0.1% 0.1% 6.0%
$200,000 to $299,999 0.3% 0.2% 0.5% 0.5% 0.7% 0.7% 0.4% 0.2% 0.1% 01% 3.7%
$300,000 to $499,999 0.1% 0.1% 0.2% 0.2% 0.3% 0.3% 0.1% 0.1% 0.0% 0.0% 1.4%
$500,000 to $999,999 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0% 0.4%
$1,000,000 or more 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.1%

Renter-occupied units 3.0% 2.2% 4.8% 4.9% 6.3% 71% 3.3% 21% 0.5% 0.6% 34.8%
Less than $200 0.2% 0.1% 0.3% 0.3% 0.4% 0.4% 0.2% 01% 0.0% 0.0% 2.0%
$200 to $299 0.3% 0.2% 0.4% 0.4% 0.6% 0.6% 0.3% 0.2% 0.0% 0.1% 3.2%
$300 to $499 1.0% 0.7% 1.6% 16% 2.1% 2.3% 1.1% 0.7% 0.2% 0.2% 11.5%
$500 to $749 0.9% 0.7% 1.5% 1.5% 1.9% 2.2% 1.0% 0.7% 0.2% 0.2% 10.8%
$750 to $999 0.3% 0.2% 0.5% 0.5% 0.6% 0.7% 0.3% 0.2% 01% 0.1% 3.8%
$1,000 to $1,499 0.1% 0.1% 0.2% 0.2% 0.2% 0.3% 0.1% 0.1% 0.0% 0.0% 1.3%
$1,500 or more 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0% 0.4%
No cash rent 0.2% 0.1% 0.3% 0.3% 0.4% 0.4% 0.2% 0.1% 0.0% 0.0% 21%

Total 8.6% 6.4% 13.8% 14.0% 18.1% 20.3% 9.6% 8.1% 1.6% 1.7% 100.0%

Next the total value of income for each combination of characteristics was
estimated based on the midpoint of each income grouping. From this, the proportion of
income for each combination of characteristics is derived. Finally, the total value of
income attributed to each combination of characteristics is adjusted based on the total
value of 2003 Kansas Adjusted Gross Income obtained from the Annual Statistical
Report (2005) of the Kansas Department of Revenue. Exhibit 37 shows the estimated
distribution of income for each combination of characteristics for the state of Kansas as
a whole.
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Exhibit 37: Distribution of Income by Occupancy Type

2003 PROPERTY TAXES $10,000-  $15000-  $25,000-  $35,000-  §$50,000-  $75,000-  $100,000- $150,000-

KANSAS TUHTTEIETITTITY 410,000 $14909 $24,999  $34999 549,999  §74,999  $99,999  $149,009  $109,999  >$200,000  Total

PERCENTAGE OF INCOME

Owner-occupied units 0.6% 1.0% 3.6% 5.4% 98%  164%  10.8% 9.8% 3.5% 43%  652%
Less than $50,000 0.1% 0.3% 0.9% 13% 24% 4.0% 27% 2.4% 0.9% 1% 16.0%
$50,000 to $99,999 0.2% 0.4% 1.3% 2.0% 3.7% 6.1% 4.0% 3.6% 18% 16%  24.2%
$100,000 to $149,999 0.1% 0.2% 0.7% 1.1% 21% 3.4% 2.3% 2.0% 0.7% 09%  135%
$150,000 to $199,999 04% 0.1% 0.3% 0.5% 0.9% 1.5% 1.0% 0.9% 0.3% 0.4% 6.0%
$200,000 to $299,999 0.0% 0.1% 0.2% 0.3% 0.6%, 0.5% 0.6% 0.5% 0.2% 0.2% 37%
$300,000 to $499,999 0.0% 0.0% 0.1% 0.1% 0.2% 0.4% 0.2% 0.2% 0.1% 0.1% 14%

" $500,000 to $999,999 0.0% 0.0% 0.0% 0.0% 01% 0.4% 0.1% 0.1% 0.0% 0.0% 0.4%
$1,000,000 or more 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.4%

Renter-occupied units 0.3% 0.5% 1.9% 2.9% 5.3% 8.7% 5.8% 5.2% 1.9% 23%  348%
Less than $200 0.0% 0.0% 0.1% 0.2% 0.3% 0.5% 0.8% 0.3% 0.1% 0.1% 2.0%
$200 to $299 0.0% 0.0% 0.2% 0.3% 0.5% 0.8% 0.5% 0.5% 0.2% 0.2% 3.2%
$300 to $499 0.1% 0.2% 0.6% 1.0% 17% 2.9% 1.9% 1.7% 0.6% 0.8%  11.5%
$500 o $749 0.1% 0.2% 0.6% 0.9% 16% 2.7% 18% 1.6% 0.6% 0r%  108%
$750 to $099 0.0% 0.1% 0.2% 0.3% 0.6% 0.9% 0.6% 0.5% 0.2% 0.2% 3.6%
$1,000 to $1,489 0.0% 0.0% 0.4% 01% 0.2% 0.3% 0.2% 0.2% 0.1% 01% 1.3%
$1,500 or more 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.1% 0.1% 0.0% 0.0% 0.4%
No cash rent 0.0% 0.0% 0.4% 0.2% 0.8% 0.5% 0.4% 0.3% 0.1% 01% 21%

Total 0.8% 1.6% 5.4% 83%  152%  261%  186%  150% 5.4% 6.6%  100.0%

Residential property tax liability per household was estimated in a similar fashion.
First, the taxable value of owner-occupied properties was estimated for each
combination of characteristics based on the 2000 U.S. Census, Profile of Selected
Housing Characteristics (DP-4). An adjustment was included to take into consideration
the exemption from the mandatory statewide school district general fund levy for the first
$20,000 of the appraised valuation of property used for residential purposes. An
assessment ratio of 11.5 percent was applied to obtain assessed values of owner-
occupied residential properties.

A similar procedure was used to derive the taxable value of renter-occupied
properties. The taxable value of renter-occupied properties was estimated for each
combination of characteristics based on the 2000 U.S. Census, Profile of Selected
Housing Characteristics (DP-4). To convert the rental value of the properties into
taxable values, the rental value of the properties were capitalized using a 6.0 percent
annual capitalization rate and a 30 year amortization. An adjustment was included to
take into consideration the exemption from the mandatory statewide school district
general fund levy for the first $20,000 of the appraised valuation of property used for
residential purposes. Again, an assessment ratio of 11.5 percent was applied to
estimate the assessed values of renter-occupied residential properties.

Property taxes per household were computed for each combination of
characteristics based on the 2000 U.S. Census, Profile of Selected Housing
Characteristics (DP-4) and average countywide property tax levies per $1,000 of
assessed valuation for 2003 taken from the Kansas Department of Revenue Annual
Statistical Report (2005). Exhibit 38 shows imputed residential property taxes per
household. : :
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Exhibit 38: Imputed Residential Property Taxes per Household

2003 PROPERTY TAXES

KANSAS . © ' ¢ Total

TAXES PER UNIT

Owner-occupied units
Less than $50,000 287
$50,000 to $99,999 954
$100,000 to $149,999 1,621
$150,000 to $199,999 2,287
$200,000 to $299,999 3,288
$300,000 to $499,999 5,288
$500,000 to $999,999 9,955
$1,000,000 or more 13,288

Renter-occupied units
Less than $200 176
$200 to $299 510 |-
$300 to $499 844
$500 to $749 1,344
$750 to $999 1,900
$1,000 to $1,499 2,734
$1,500 or more 3,290
No cash rent -

Average County Levy 415.95

Once average tax liabilities per household were estimated, total taxes were
estimated based on respective combinations of residential and income characteristics.
From this, the percentage of taxes paid by taxpayers with each of the combinations of
characteristics was determined. Based on this, total residential property tax liabilities
obtained from the 2005 Kansas Department of Revenue Annual Report were allocated
based on property and income characteristics. Once average tax liabilities per
household were. estimated for each combination of taxpayer characteristics, total taxes
were estimated based on the number of taxpayers with the respective combination of
characteristics. From this, the percentage of taxes paid by taxpayers with each of the
combinations of characteristics was determined. Based on this, total individual income
tax liabilities obtained from the Kansas Department of Revenue Annual Statistical
Report (2005) were allocated based on property characteristics and income class.
Exhibit 39 shows the percentage of taxes paid by taxpayers with each of the
combinations of characteristics. According to this data, households living in owner-
occupied dwelling accounted for 69.8 percent of residential property taxes, while
households living in renter-occupied dwellings accounted for 30.2 percent.

46

EXP-WONG000065




Exhibit 39: Percentage of Property Taxes Paid

2003 PROPERTY TAXES $10,000-  $15,000-  $25,000-  $35000-  $50,000-  $75,000-  $100,000-  $150,000-

KANSAS TUTHINETITE 610,000 $14,099  $24.909  $34,999  $49,999  $74,999  §09,009  $149,999  $199,999  >$200,000  Total

PERCENTAGE OF TAXES .

Owner-occupied units 6.0% 4.5% 9.6% 9.8% 12.6% 14.2% 6.7% 4.2% 1.1% 1.2% 69.8%
Less than $50,000 0.3% 0.2% 0.5% 0.5% 0.7% 0.7% 0.4% 0.2% 0.1% 0.1% 3.7%
$50,000 to $99,999 1.6% 1.2% 25% 2.6% 33% 3.8% 1.8% 11% 0.3% 0.3% 18.5%
$100,000 to $149,999 1.5% 11% 2.4% 2.5% 3.2% 3.6% 1.7% 11% 0.3% 0.3% 17.5%
$150,000 to $193,999 0.9% 0.7% 1,5% 1.5% 2.0% 22% 1.1% 0.7% 0.2% 0.2% 11.0%
$200,000 to $299,999 0.8% 0.6% 1.3% 1.3% 1.7% 2.0% 0.9% 0.6% 01% 0.2% 2.6%
$300,000 to $499,999 0.5% 0.4% 0.8% 0.8% 11% 1.2% 0.6% 0.4% 0.1% 0.1% 6.0%
$500,000 to $999,999 0.2% 0.2% 0.4% 0.4% 0.5% 0.6% 0.3% 0.2% 0.0% 0.0% 2.8%
$1,000,000 or more 0.1% 0.0% 0.4% 0.1% 01% 0.2% 0.1% 0.0% 0.0% 0.0% 0.7%

Renter-occupied units 2,6% 1.9% 4.2% 4.2% 5.5% 6.1% 2.9% 1.8% 0.5% 0.5% 30.2%
Less than $200 0.0% 0.0% 0.0% 0.0% 0.1% 0.1% 0.0% 0.0% 0.0% 0.0% 0.3%
$200 to $299 01% 0.1% 0.2% 0.2% 0.2% 0.3% 0.1% 0.1% 0.0% 0.0% 1.3%
$300 to $499 0.7% 0.5% 1.1% 1.4% 1.4% 1.6% 0.7% 0.5% 0.1% 0.1% 7.7%
$500 to $749 1.0% 0.7% 1.6% 1.6% 21% 2.4% 1.1% 0.7% 0.2% 0.2% 11.6%
$750 1o $999 05% 0.3% 0.7% 0.8% 1.0% 1.1% 0.5% 0.3% 0.1% 0.1% 5.4%
$1,000 to $1,499 0.2% 0.2% 0.4% 04% 0.5% 0.6% 0.3% 0.2% 0.0% 0.0% 2.7%
$1,500 or more 01% 01% . 02% 0.2% 0.2% 0.2% 0.1% 01% 0.0% 0.0% 1.4%
No cash rent 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Total 8.6% 6.4% 13.8% 14.0% 18.1% 20.3% 9.6% 6.1% 1.6% 17%  100.0%

Incidence of Kansas Residential Property Taxes

Exhibit 40 presents Kansas residential property tax incidence by residential
characteristics and income class. The first section of the table shows the average tax
rates paid by Kansas households with the respective combinations of occupancy and
income characteristics.

The second section of the table shows similar data with owner-occupied units
combined with renter-occupied units. Average effective tax rates are computed as a
percentage of Kansas adjusted gross income. The average effective tax rate for the
state as a whole is 2.3 percent, with the lowest income population group paying an
effective tax rate of 23.6 percent, while the highest income population group paying an
effective tax rate of 0.6 percent. As a basis of comparison the Minnesota Tax Incidence
Study (2005) found an effective average residential property tax rate of 1.9 percent, with
the lowest income population group ($8,354 and under) paying an effective tax rate of
5.8 percent, while the highest income population group ($102,426 and over) paying an
effective tax rate of 1.2 percent. According to Texas Tax Exemptions and Tax
Incidence (2005) that state’s effective average school property tax rate ranged from 9.3
percent for the lowest income group (less than $12,820) to the highest income
population group ($135,599 and over) paying an ETR of 2.3 percent. The Wisconsin
Tax Study (2004) found that residents paid 4.5 percent of their income in residential
property taxes. According to this study the lowest income group paid 6.9 percent their
income in residential property taxes. In contrast, the top income group paid 4.0 percent
of their income on residential property taxes.

This result derives because lower income households tend to spend a higher
proportion of income on housing than higher income households. In some cases,
effective tax rates of over 100 percent may be reported in cases where the taxpayer
may be occupying a high value residence, while receiving a low level of Kansas
adjusted gross income. According to the Minnesota Tax Incidence Study (2005) the
effective tax rate for the lowest income group may be overstated for several reasons.
First, the lowest income group includes households who have temporarily low incomes
or have better overall economic well-being than is indicated by their money income. A
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portion of retirees, for example, may be living primarily on savings or other assets but
report small amounts of annual money income received. Due to unemployment or
business fluctuations, some households who normally have higher incomes are also
included in the lowest income group. Second, effective tax rates for the lowest income
group may be overstated because income may be understated. The value of most
Social Security payments, some pensions, food stamps, and housing subsidies are not
included in the income base. Based on occupancy characteristics, owner-occupied
taxpayers pay an average of 2.5 percent of income as property tax, while renter-
occupied taxpayers pay an average of 2.0 percent of income as property tax.

The last section of the table shows information used to assess the overall
incidence of the residential property tax. The data for this section are derived from the
above sections. Because of the methodology used to compute residential property tax
liabilities, the values of the Suits and Kakwani Indices will be equal. The Suits/Kakwani
Index (-0.4026) indicates that the Kansas residential propetrty tax is significantly
regressive. Comparatively, the Minnesota Tax Incidence Study (2005) found a Suits
Index of ~0.148 for that state’s local general homeowners’ property tax, while Texas Tax
Exemptions and Tax Incidence (2005) found a Suits Index of —~0.06 for that state’s
school property tax, and the Wisconsin Tax Incidence Study (2004) reported a Suits
Index of —0.073 and Kakwani Index of —0.054 for residential properties including rental
housing. Note that there is a detailed companion table for each of the 105 counties and
five county groupings contained in the Detailed Appendix.

Exhibit 40: Residential Property Tax Incidence

2003 PROPERTY TAXES $10,000-  $15,000-  $25000-  $35000-  $50,000-  $75000-  $100,000- $150,000-

KANSAS " . Lo <$10,000 $14,999  $24,999 $34,999 $49,999  $74,999  $99,999  $149,999  $199,999  >$200,000  Total
AVERAGE TAX RATES BASED ON INCOME ] ,
Owner-occupied units 25.3% 10.4% 6.3% 4.2% 3.0% 2.0% 1.4% 1.0% 0.7% 0.6% 2.5%
Less than $50,000 5.4% 22% 1.4% 0.9% 0.6% 0.4% 0.3% 0.2% 0.2% 0.1% 0.5%
$50,000 io $99,999 18.0% 7.2% 4.5% 3.0% 2.1% 1.4% 1.0% 0.7% 0.5% 0.5% 1.8%
$100,000 to $149,999 30.6% 12.2% 7.7% 5.1% 3.6% 24% 17% 1.2% 0.9% 0.8% 3.0%
$150,000 to $199,999 43.2% 17.3% 10.8% 7.2% 5.1% 35% 2.5% 1.7% 1.2% 1.4% 43%
$200,000 to $299,999 62.1% 24.8% 15.5% 10.3% 7.3% 5.0% 3.5% 2.5% 1.8% 1.6% 6.1%
$300,000 to $499,999 99.9% 39.9% 25.0% 16.6% 1.7% 8.0% 8.7% 4.0% 2.9% 2.5% 9.9%
$500,000 to $999,999 188.0% 75.2% 47.0% 31.3% 22.1% 15.0% 10.7% 7.5% 5.4% 47% 18.6%
$1,000,000 or more 2509%  100.4% 62.7% 41.8% 29.5% 20.1% 14.3% 100% 7.2% 6.3% 24.8%
Renter-occupied units 20.5% 8.2% 51% 3.4% 2.4% 1.6% 1.2% 0.8% 0.6% 0.5% 2.0%
Less than $200 3.3% 1.3% 0.8% 0.6% 0.4% 0.3% 0.2% 01% 0.1% 0.1% 0.3%
$200 to $209 9.6% 3.9% 2.4% 1.6% 1.1% 0.8% 0.6% 0.4% 03% 0.2% 1.0%
$300 to $499 16.9% 6.4% 4.0% 27% . 19% 1.3% 0.9% 0.6% 0.5% 0.4% 1.6%
$500 lo $749 25.4% 10.2% 6.3% 42% 3.0% 2.0% 1.5% 1.0% 0.7% 0.6% 2.5%
$750 to $999 35.9% 14.4% 9.0% 6.0% 4.2% 2.9% 21% 1.4% 1.0% 0.9% 3.5%
$1,000 to $1,499 51.6% 20.7% 12.9% 8.6% 8.1% 41% 3.0% 2.1% 1.5% 1.3% 5.1%
$1,500 or more 62.1% 24.9% 15.5% 10.4% 7.3% 5.0% 3.6% 2.5% 1.8% 1.6% 6.1%
No cash rent 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total 23.6% 9.4% 5.9% 3.9% 2.8% 1.9% 1.3% 0.9% 0.7% 0.6% 2.3%

COMBINED AVERAGE TAX RATES BASED ON INCOME

Less than $50,000 5.3% 21% 1.3% 0.8% 0.6%, 0.4% 0.3% 0.2% 0.2% 0.1% 0.5%
$50,000 to $99,999 17.3% 6.9% 4.3% 2.8% 2.0% 1.4% 1.0% 0.7% 0.5% 0.4% 1.7%
$100,000 to $149,999 29.3% 1.7% 7.3% 4.9% 3.4% 2.3% 1.7% 1.2% 0.8% 0.7% 2.9%
$1560,000 to $199,999 43.2% 17.3% 10.8% 7.2% 5.1% 3.5% 2.5% 1.7% 1.2% 1.1% 4.3%
$200,000 to $299,999 59.6% 23.9% 14.9% 9.9% 7.0% 4.8% 3.4% 2.4% 1.7% 1.5% 5.9%
$300,000 to $499,999 99.9% 39.9% 25.0% 16.6% M1.7% 8.0% 5.7% 4.0% 2.9% 2.5% 9.9%
$500,000 to $999,999 188.0% 75.2% 47.0% 31.3% 22.1% 15.0% 10.7% 7.5% 5.4% 4.7% 18.6%
$1,000,000 or more 250.9% 100.4% 62.7% 41.8% 29.5% 20.1% 14.3% 10.0% 72% 6.3% 24.8%
Total 23.6% 9.4% 5.9% 3.9% 2.8% 1.9% 1.3% 0.89% 0.7% 0.6% 2.3%

CUMULATIVE % OF HOUSEHOLDS 0.0856 0.1494 0.2871 0.4271 0.6079 0.8110 0.9072 0.9678 0.9833 1.0000

CUMULATIVE % OF INCOME 0.0085 0.0242 0.0787 0.1617 03135 0.5644 0.7307 0.8804 0.9340 1.0000

CUMULATIVE % OF TAX 0.0856 0.1494 0.2871 0.4271 0.6079 0.8110 0.9072 0.9678 0.9833 1.0000

KAKWANI INDEX (0.0033)  (0.0085)  (0.0230)  (0.0332)  (0.0506)  (0.0549)  (0.0203)  (0.0080)  (0.0011)  (0.0004)  (0.4026)

SUITS INDEX (0.0003)  (0.0016)  (0.0091)  (0.0197)  (0.0425)  (0.0679)  (0.0352)  (0.0197)  (0.0037)  (0.0016)  (0.4026)
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County

Exhibit 41 shows average effective residential property tax rates by county for
2003. The counties with the highest ETRs are Elk (3.53 percent), Miami (3.02 percent),
Leavenworth (2.98 percent), Riley (2.71 percent), and Douglas (2.70 percent). The high
rates in Leavenworth, Riley, and Douglas Counties are due in part to the presence of
significant federal and/or state facilities within the respective counties. The counties
with the lowest ETRs are Doniphan (0.91 percent), Stevens (1.26 percent), Stanton
(1.27 percent), Jewell (1.34 percent), and Comanche (1.40 percent). Exhibit 42 maps
geographic variations in average effective residential property tax rates. The counties
with the highest ETRs are indicated by the darkest shading, the counties with the lowest
tax rates are indicated by the lightest shading. The remaining counties are indicated by
transitional shading. As can be seen from the map, the counties with the highest ETRs
are concentrated in the northeast, while the counties with the lowest rates tend to be in
the southwest. Because most property taxes are local, variations in effective residential
property tax rates are heavily influenced by local economic conditions and local
governmental taxing and spending decisions.

49

EXP-WONG000068



Exhibit 41: Average Effective Residential Property Tax Rates by County

County  Percentage County Percentage County Percentage |
Allen 1.78% Greeley 2.26% Osborne 1.83%
Anderson 2.44% Greenwood 2.12% Ottawa 2.10%
Atchison 2.18% Hamilton 1.88% Pawnee 2.33%
Barber 1.79% Harper 2.38% Phillips 2.02%
Barton 2.31% Harvey 2.12% Pottawatomie 1.81%
Bourbon 2.22% Haskell 1.60% Pratt 2.60%
Brown 1.86% Hodgeman 2.38% Rawlins 2.37%
Butler 2.30% Jackson 1.91% Reno 2.60%
Chase 2.26% Jefferson 2.35% Republic 2.42%
Chautauqua 1.52% Jewell 1.34% Rice 2.04%
Cherokee 1.66% Johnson 2.21% Riley 2.71%
Cheyenne 2.25% Kearny 1.58% Rooks 2.45%
Clark 2.01% Kingman 2.15% Rush 2.15%
Clay 2.34% Kiowa 1.75% Russell 2.57%
Cloud 2.20% Labette 2.15% Saline 2.22%
Coffey 1.53% Lane 2.08% Scott 2.66%
Comanche 1.40% Leavenworth 2.98% Sedgwick 1.78%
Cowley 2.10% Lincoln 2.56% Seward 1.69%
Crawford 1.80% Linn 2.04% Shawnee 2.26%
Decatur 2.38% Logan 2.57% Sheridan 1.99%
Dickinson 2.01% Lyon 2.19% Sherman 1.95%
Doniphan 0.91% Marion 2.25% Smith 2.06%
Douglas 2.70% Marshall 1.68% Stafford 1.86%
Edwards 1.83% McPherson 2.28% Stanton 1.27%
Elk 3.53% Meade 1.98% Stevens 1.26%
Ellis 2.55% Miami 3.02% Sumner 2.54%
Ellsworth 2.18% Mitchell 2.24% Thomas 2.46%
Finney 2.05% Montgomery 2.19% Trego 2.62%
Ford 2.30% Morris 1.99% Wabaunsee 2.44%
Franklin 2.32% Morton 1.47% Wallace 1.70%
Geary 2.34% Nemaha 1.85% Washington 1.51%
Gove 1.60% Neosho 2.15% Wichita 1.89%
Graham 2.42% Ness 1.73% Wilson 1.62%
Grant 1.41% Norton 2.06% Woodson 2.32%
Gray 2.08% Osage 2.12% Wyandotie 2.41%

Total 2.33%
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Exhibit 42: Variations in Average Effective Property Tax Rates
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Exhibit 43 shows Suits/Kakwani Indices by county for 2003. The counties with
the highest Suits/Kakwani Indices are Wabaunsee (~0.3397), Jefferson (-0.34999),
Leavenworth (-0.3512), Johnson (~0.3590), and Jackson (-0.3604). The counties with
the lowest Suits/Kakwani Indices are Riley (~0.4369), Greeley (-0.4364), Russell
(-0.4356), Crawford (-0.4340), and Wallace (-0.4325). Keep in mind that the negative
values indicate that the tax is regressively distributed. Therefore, the indices with the
least negative values indicate where the tax has the least regressive effect. Exhibit 44
maps geographic variations in the Suits and Kakwani Indices, respectively. The
counties with the highest indices are indicated by the darkest shading, the counties with
the lowest indices are indicated by the lightest shading. The remaining counties are
indicated by transitional shading. As can be seen from the maps, the counties with the
highest indices are clustered in or around urban area such as Kansas City, Topeka, and
Wichita, while the counties with the lowest indices are dispersed through western and
southeastern parts of the state. This is an indication the Kansas residential property tax
is less regressively distributed in the state’s urban and suburban areas where higher
value residences are more likely to be located, while the tax tends to be more
regressively distributed in the state’s rural areas where there is less likely to be higher
value residences. : '
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Exhibit 43: Residential Property Tax Incidence by County

County Index County Index County Index
Allen (0.3941) Greeley (0.4364) Osborne (0.4080)
Anderson (0.3818) Greenwood (0.4063) Ottawa (0.3667)
Atchison (0.3801) Hamilton (0.4055) Pawnee (0.3904)
Barber (0.3825) Harper (0.4094) Phillips (0.3850)
Barton (0.3997) Harvey (0.3653) Pottawatomie (0.3673)
Bourbon (0.4115) Haskell (0.3825) Pratt (0.3975)
Brown (0.3927) Hodgeman (0.3879) Rawlins (0.4099)
Butler (0.3708) Jackson (0.3604) Reno (0.3989)
Chase (0.3910) Jefferson (0.3499) Republic {0.4018)
Chautauqua (0.4145) Jewell (0.4099) Rice (0.3814)
Cherokee (0.4018) Johnson (0.3590) Riley (0.4369)
Cheyenne (0.4036) Kearny (0.3723) Rooks (0.3804)
Clark (0.4099) Kingman (0.3860) Rush (0.4070)
Clay (0.3838) Kiowa (0.3954) Russell (0.4358)
Cloud (0.4055) Labette (0.3928) Saline (0.3823)
Coffey (0.3844) Lane (0.3869) Scott (0.4061)
Comanche (0.4039) Leavenworth (0.3512) Sedgwick (0.3879)
Cowley (0.3993) Lincoln (0.3860) Seward (0.3978)
Crawford (0.4340) Linn (0.3854) Shawnee (0.3899)
Decatur (0.3718) Logan (0.4003) Sheridan (0.3935)
Dickinson (0.3711) Lyon (0.4050) Sherman (0.3891)
Doniphan (0.3813) Marion (0.3711)  Smith (0.3909)
Douglas (0.4284) Marshall (0.3990) Stafford (0.3815)
Edwards (0.4057) McPherson (0.3666) Stanton (0.4029)

" |Elk {0.4195) Meade (0.3891) Stevens (0.3701)
Ellis (0.4297) Miami (0.3708) Sumner (0.3762)
Ellsworth (0.3756) Mitchell (0.3921) Thomas {(0.41186)
Finney (0.3819) Montgomery (0.4097) Trego (0.4072)
Ford (0.3857) Motrris (0.4049) Wabaunsee (0.3397)
Franklin (0.3690) Morton (0.3819) Wallace (0.4325)
Geary {0.3984) Nemaha (0.3934) Washington (0.3964)
Gove (0.3940) Neosho (0.4031) Wichita (0.4044)
Graham (0.4213) Ness (0.4008) Wilson (0.3972)
Grant (0.3623) Norton (0.3905) Woodson (0.4137)
Gray (0.3785) Osage (0.3614) Wyandotte (0.4039)

Total (0.4026)
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Exhibit 44: Variations in Property Tax Indices
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Region

The regions with the highest average effective residential property tax rates are
Region IX in northwest central Kansas (2.37 percent), Region | in eastern Kansas (2.31
percent), and Region lIl in east central Kansas (2.31 percent). The regions with the
lowest ETRs are Region Xl in northeast Kansas (1.74 percent), Region VIl in southwest
Kansas (1.83 percent), and Region 1V in south central Kansas (1.94 percent). Since the
residential property tax includes both a uniform state component and non-uniform local
government components, regional variations are the result of the distribution of wealth
and income in the respective regions, the composition of that income, and local
discretionary tax policy decisions. Exhibit 45 shows residential average effective
property tax rates by region.

Exhibit 45: Residential Property Tax Incidence by Region

Region Percentage Index

I 2.31% (0.3943)
i 1.97% (0.4101)
1] 2.31% (0.4022)
v 1.94% (0.3894)
v 2.29% (0.3940)
Vi 2.20% (0.3886)
vil 1.83% (0.3878)
Vil 2.24% (0.4036)
IX 2.37% (0.4157)
X 2.21% (0.3886)
Xi 1.74% (0.3870
Total 2.33% (0.4026)

Exhibit 45 also shows Suits/Kakwani Indices by region for 2003. The regions
with the highest Suits/Kakwani Indices are Region Xl in northeast Kansas (-0.3870),
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Region VIl in southwest Kansas (-0.3878), Region VI in southwest central Kansas
(-0.3886), and Region X in north central Kansas (—0.3886). The regions with the lowest
Suits/Kakwani Indices are Region IX in northwest central Kansas (-0.4157), Region Il in
southeast Kansas (~0.4101), and Region VIIl in northwest Kansas (-0.4036). There
does not appear to be a clearly discernable pattern concerning the regional incidence of
residential property taxes.

Location

Exhibit 46 shows average effective residential property tax rates by location for
2003. The non-border counties had an effective residential property tax rate of 2.43
percent, while the border counties had an effective residential property tax rate of 2.23
percent.

Exhibit 46: Residential Property Tax Incidence by Location

Location  Percentage Index
Border 2.23% (0.4061)
Non-Border 2.43% (0.3957)
Total 2.33% (0.4026) '

Exhibit 46 also shows Suits/Kakwani Indices by location for 2003. Non-border
counties had a Suits/Kakwani Index of -0.3957, while border counties had an index of
-0.4061. This indicates that the Kansas residential property tax is less regressively
distributed in non-border counties than in border counties.

Conceniration

Exhibit 47 shows average effective residential property tax rates by population
concentration for 2003. Rural counties (3.47 percent) had the highest effective
residential property tax rates, followed by micropolitan counties (2.25 percent), and
metropolitan counties (2.18 percent). This indicates that taxpayers in less populated
counties are paying higher effective tax rates than those living in more densely
populated counties. This may be due in part to the presence of economies of scale in
service provision that may be present in more densely populated areas, but less
pervasive in less densely populated areas.

Exhibit 47: Residential Property Tax Incidence by Concentration

Concentration Percentage Index
Metropolitan 2.18% (0.3925)
Micropolitan 2.25% (0.4023)
Rural 3.47% (0.3974)
Total 2.33% (0.4026)

Exhibit 47 also shows Suits/Kakwani Indices by population concentration for
2003. Metropolitan counties had the highest Index (-0.3925), followed by rural counties
(-0.3974), and micropolitan counties (=0.4023). This indicates that the Kansas
residential property tax is less regressively distributed in the metropolitan areas of the
state than in the micropolitan areas.

Population

Exhibit 48 shows average effective residential property tax rates by population
quintile for 2003. The first population quintile (2.19 percent) had the highest effective
residential property rates, followed by the second quintile (2.09 percent), the fifth quintile
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(2.08 percent), the third quintile (2.06 percent), and the fourth quintile (1.97 percent).
This indicates that taxpayers in the most heavily populated and least heavily counties
pay the higher ETRs than those in moderately populated counties.

Exhibit 48: Residential Property Tax Incidence by Population

Quintile Percentage _Index
First 2.19% (0.4001)
Second 2.09% (0.3897)
Third 2.06% (0.3933)
Fourth 1.97% (0.3967)
Fifth 2.08% (0.4066)
Total 2.33% (0.40286)

Exhibit 48 also shows Suits/Kakwani Indices by population quintile for 2003. The
second quintile (—0.3897) had the highest Index, followed by the third quintile (-0.3933),
the fourth quintile (-0.3967), the first quintile (-0.4001), and the fifth quintile (-0.4066).
Generally, this indicates that the Kansas residential property tax is less regressively
distributed in moderately populated counties than in either heavily or lightly populated
counties. '

Income

Exhibit 49 shows average effective individual income tax rates by income quintile
for 2003. The second income quintile (2.51 percent) had the highest effective
residential property tax rates, followed by the third quintile (2.31 percent), the first
quintile (2.09 percent), the fourth quintile (2.09 percent), and the fifth quintile (2.08
percent). This indicates that taxpayers in the higher income counties paid the higher
ETRs than those in lower income counties.

Exhibit 49: Residential Property Tax Incidence by Income

Quintile Percentage _Index

First 2.09% (0.3931)
Second 2.51% (0.3971)
Third 2.31% (0.4086)
Fourth 2.09% (0.3952)
Fifth 2.08% (0.3818)
Total 2.33% (0.4026)

Exhibit 49 also shows Suits/Kakwani Indices by income quintile for 2003. The
fifth quintile (~0.3818) had the highest index, followed by the first quintile (-0.3931), the
fourth quintile (-0.3952), the second quintile (~0.3971), and the third quintile (-0.4086).
Generally, this indicates that the Kansas residential property tax is less regressively
distributed in lower and higher income counties than in moderate income counties.

Retail Sales Taxes

The Kansas retail sales tax includes both state and local components. Kansas
state and local retail sales taxes accounted for $2.2 billion of revenue in fiscal year
2003. This amounts to 34.2 percent of all state and local taxes (Kansas Tax Facts,
2000, 2005).
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The base for state retail sales taxes includes gross receipts from retail sales of
tangible personal property and certain services. The present rate for state sales taxes
is 5.30 percent on most taxable transactions (Kansas Tax Facts, 2000, 2005).
Appendix F presents total state sales tax collections by county.

The base for local sales taxes includes the same application and exemptions as
state sales tax, with the exception of most residential utility services, which are subject
to local taxes but exempt from the state tax. Cities and counties may levy a tax up to a
normal maximum of 2.0 percent, subject to several exceptions. Sales taxes of up to 1.0
percent may be used for general purposes, but the additional authority (up to 1.0
percent) normally must be used only for the financing of “health care services.” A city
may impose a tax earmarked for health care only if the county has no such tax.
Moreover, any such city tax expires immediately upon the imposition of a county health
care sales tax. The Washburn University Board of Regents also has authority to
impose a tax of up to 0.65 percent throughout Shawnee County (Kansas Tax Facts,
2000, 2005).

Estimation of Kansas Retail Sales Tax Liability

For the purposes of this study, hypothetical retail sales tax liabilities were
computed for five household characteristics and 10 income groupings for each of the
105 Kansas counties and five county groupings. The county groupings used were:

e Region,

¢ Location: Border or non-border,

» Concentration: Metropolitan, micropolitan, or rural,
¢ Population, and

e [ncome.

Data on consumer expenditures were obtained from the 2003 Consumer
Expenditure Survey (CES) conducted by the U.S. Bureau of Labor Statistics. The CES
consists of two surveys—the quarterly Interview survey and the Diary survey—that
provide information on the buying habits of American consumers, including data on their
expenditures, income, and consumer unit characteristics. The surveys target the total
non-institutionalized population of the United States. The data are collected in
independent quarterly Interview and weekly Diary surveys of approximately 7,500
sample households. Each survey has its own independent sample, and each collects
data on household income and socioeconomic characteristics. The Interview survey
includes monthly out-of-pocket expenditures such as housing, apparel, transportation,
health care, insurance, and entertainment. The Diary survey includes weekly
expenditures of frequently purchased items such as food and beverages, tobacco,
personal care products, and nonprescription drugs and supplies. The major categories
of items incorporated in the CES include:

e Food
o Food at home
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=[] Cereals and bakery products
=[] Meats, poultry, fish, and eggs
=[1 Dairy products
»[1 Fruits and vegetables
x[] Other food at home
o Food away from home
¢ Alcoholic beverages
e Housing
o Shelter
o Ultilities, fuels, & public services
o Household operations
o Housekeeping supplies
o Household furnishings & equip.
e Apparel and services
e Transportation
o Vehicle purchases (net outlay)
Other vehicle expenses
e Health care
e Entertainment
o Fees and admissions
o TVs, radios, & sound equip.
Pets, toys, & playground equip.

(¢]

o Other entertainment supplies, equip., & services
e Personal care products & services
e Reading
e Tobacco products & smdking supplies
e Miscellaneous
Most of these major categories are also broken down into more detailed subgroupings.

Data on income groupings for each county were obtained from the 2000 U.S.
Census, Profile of Selected Economic Characteristics (DP-3). The income groupings
used were:

e <$10,000,
e $10,000-$14,999,
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* $15,000-$24,999,

* $25,000-$34,999,

e $35,000-$49,999,

e $50,000-$74,999,

»  $75,000-$99,999,

e $100,000-$149,999,

» $150,000-$199,999, and
e 2$200,000.

From the average annual household expenditures and income grouping data for
each county, a matrix was constructed to estimate the number and percentage of
taxpayers with each combination of characteristics in each county. Data for the county
groupings were obtained by tabulating across the constituent counties. Exhibit 50
shows the estimated average annual household expenditures by type and income class
for the state of Kansas as a whole. Based on this data an average Kansas household
. spends $42,742 annually-including $5,593 on food, $13,653 on housing,$1,744 on
apparel, $8,041 on transportation, $2,495 on health care, and $2,155 on entertainment.
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Exhibit 50: Average Annual Household Expenditures by Type and Income

2003 SALES TAXES $10,000-
KANSAS i1 U i <$10,000  $14,999
AVERAGE ANNUAL EXPENDITURES 17,643 20,061
Food 3,097 3422
Food at home 1,953 2,425
Cereals and bakery products 203 365
Cereals and cereal products 114 122
Bakery products 180 243
Meats, poultry, fish, and eggs 489 633
Beef 130 169
Pork 108 157
Other meats 60 88
Poultry 91 107
Fish and seafood 72 79
Eggs 29 33
Dairy products 200 252
Fresh milk and cream 84 105
Other dairy products 16 147
Fruits and vegetables 338 428
Fresh fruits 100 121
Fresh vegetables 109 137
Processed fruits 73 95
Processed vegetables 57 75
Other tood at home 633 746
Sugar and other sweets 72 91
Fats and oils 54 71
Miscellaneous foods 305 367
Nonalcoholic beverages 189 203
Food prepared by unit on odof-t tripé
Food away from home 1,144 997
Alcoholic beverages 208 200
Housing 6,537 7,457
Shelter 4,004 4,268
Owned dwellings 1,503 1,553
Mortgage interest and charges 634 427
Property taxes 524 837
Maintenance, repairs, insurance, oth@4éxpenses 490
Rented dwellings 2,339 2,591
Other lodging 163 123
Utilities, fuels, & public services 1,552 1,945
Natural gas 198 295
Electricity 606 749
Fuel oil and other fuels 54 85
Telephone services 539 608
Water and other public services 156 208
Househo!d operations 187 337
Personal services 52 144
Other household expenses 135 194
Housekeeping supplies 259 348
Laundry and cleaning supplies 80 103
Other household products 122 158
Postage and stationery 56 88
Household furnishings & equip. 538 558
Household textiles Ll 44
Furniture 118 126
Floor coverings 18 37
Major appliances 63 101
Small appli iscell h 47
iscell h hold i 255 202

$15,000-
$24,999

26,375
4,030
2,668
384
131
253
716
207
165
87
127
92
40
287
120
167
473
149
151
98
77
807
105
77
386
224
17
1,363
229
9,200
5,295
2,436
1,021
744
671
2,711
149
2,293
323
867
91
758
255
408
182
224
418
136
178
104
788
79
174
13
131
63
330

$25,000- $35,000-
$34,998 $49,999

31,983 37,344
4,666 5,240
2,952 3141
409 442
145 152
264 290
792 803
228 236
178 168
96 100
136 138
116 123
41 40
312 344
125 134
187 210
524 537
166 169
176 178
103 106
80 89
915 1,016
1 119
83 88
439 504
259 277
25 29
1714 2,099
278 358
10,544 11,994
6,073 6,880
3,107 4,045
1,581 2,255
833 990
693 800
2,787 2,592
179 264
2,530 2,788
338 366
951 1,035
100 107
856 951
286 328
432 505
156 195
276 310
460 518
134 135
209 257
118 126
1,050 1,296
86 112
250 303
223 30
179 198
74 74
438 580

$50,000-
$74,999

53,459
7.030
4,027
564
189
375
1,053
352
193
133
187
151
39
420
159
261
683
223
223
137
101
1,308
148
105
649
357
51
3,003
587
16,094
9,296
6,948
4,293
1,653
1,103
1,850
498
3,325
446
1,170
136
1,168
408
831
373
458
699
193
317
180
1,945
161
536
50
227
121
850

$75,000-
$99,909

61,543
7,604
4,245
604
203
401
1,031
331
194
130
190
146
4
456
170
287
742
251
251
142
99
1412
160
110
719
359
65
3,449
604
18,461
10,406
8,251
5,062
1,868
1322
1,535
621
3,606
470
1,261
1856
1,270
450
1,040
499
541
833
220
410
205
2,677
197
724
78
289
152
1,136

$100,000~
$149,999
81,026
9,202
4,619
613
193
420
1,153
| 325
217
136
21
217
48
484
165
319
829
282
269
161
118
1,542
183
119
770
390
82
4,583
825
24,962
14,876
12,240
7,291
2,673
2,277
1,417
1,218
4,021
589
1,325
174
1,441
492
1,643
751
892
1,078
168
621
290
3,346
275
886
167
319
151
1,551

$150,000-
$199,999
99,850
10,318
4,821
641
206
436
1214
347
222
137
210
251
48
506
169
337
845
201
277
163
114
1,616
192
118
809
396
101
5,497
1,264
30,966
18,496
15,276
8,877
3,762
2,637
1,264
1,968
4,495
6396
1,498
184
1,552
568
2417
918
1,499
1,234
203
712
319
4,325
298
1218
229
475
226
1,878

>$200,000
118,674
11,438
5,023
670
218
452
1,274
368
227
137
208
286
48
528
172
356
861
300
286
164
i
1,690
202
118
849
401
120
6,411
1,708
36,971
22,117
18,310
10,463
4,850
2,997
1,090
2,17
4,969
802
1,667
193
1,662
646
3,191
1,085
2,106
1,390
239
803
348

Total
42,742
5,593
3,236
456
1585
301
837
252
171
104
145
125
38
343
132
212
556
177
179
112
87
1,044
123
87
513
281
38
2,358
442
18,653
7.921
5,247
2,947
1,310
989
2,220
455
2,820
387
1,021
12
970
330
730
303
427
582
145
287
149
1,800
126
419

205
95
701
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Exhibit 50 (Continued)

2003 SALES TAXES $10,000- $15,000- $25,000- $35,000- $50,000- $75,000-  $100,000-  $150,000-

KANSAS o7 iiv Y <$10,000  $14,999  $24,999  $34,999  $49,999  $74,099  $99,999  $149,999  $199,999  »$200,000  Total
Apparel and services 93 912 1,091 1,308 1,509 2,258 2,548 3,118 4,101 5,083 1,744
Men and boys 216 137 203 284 353 518 624 658 897 1,136 385
Men, 16 and over 17 79 146 210 269 400 494 521 698 874 294
Boys, 2to 15 45 58 57 75 84 120 130 137 199 261 91
Women and girls 321 410 431 522 600 968 1,066 1,239 1,672 2,104 699
Women, 16 and over 279 360 357 441 511 795 865 1,056 1,420 1,783 588
Girls, 210 15 42 50 74 81 80 172 201 183 252 321 110
Children under 2 36 : 46 67 76 85 1M1 134 162 189 155 86
Footwear 241 216 255 257 266 404 405 483 469 455 N
Other apparel products and services 100 102 137 170 206 257 321 577 905 1,234 263
Transportation 2,685 3,130 4,824 6,294 7,461 11,098 12,418 14,982 15,890 16,799 8,041
Vehicle purchases (net outlay) 1,115 1,397 2,098 2,936 8,475 5,553 6,266 7,614 7,648 7,683 3,871
Cars and trucks, new 399 750 877 1,353 1,448 3,086 4,006 5,370 5,687 6,003 2,154
Cars and trucks, used 686 639 1,222 1,564 1,967 2,357 2,128 2,081 1,858 1,636 1,648
Other vehicles 61 7 38 60 100 136 163 104 44 68
Gasoiine and motor oil 530 652 980 1,181 1,402 1,787 . 1,950 2,129 2,131 2,133 1,363
Other vehicle expenses 810 952 1,618 1,916 2,316 3,318 3,687 4,402 4,766 5,130 2,418
Vehicle tinance charges 107 94 180 295 383 593 691 699 652 605 383
Maintenance and repalrs 246 294 466 528 831 860 989 1,137 1,228 1,320 857
Vehicle insurance 298 444 661 815 942 1,221 1,353 1,592 1,621 1,651 929
Vehicle rental, leases, licenses, other cifirges 120 212 277 359 644 654 975 1,265 1,555 447
Pubiic transporiation 170 129 230 263 270 441 516 838 1,345 1,853 400
Health care 1,130 1,834 2,161 2,373 2,545 2,756 3,018 3472 3,959 4,447 2,495
Health insurance 570 975 1,118 1,230 1318 1,431 1,489 1,694 1,904 2,118 1,267
Medical services 210 340 398 521 626 717 874 931 1,201 1,470 612
Drug's 301 456 539 513 503 477 501 650 643 636 501
Medical supplies 51 64 96 11 105 132 165 198 212 226 115
Entertainment 702 716 1,232 1,630 1,834 2,803 3425 4,096 5,622 7147 2,185
Fees and admissions 152 105 183 260 338 636 784 1,218 1,808 2,599 511
TVs, radios, & sound equip. 354 397 522 610 713 921 1,031 1,225 1,467 1,689 745
Pets, toys, & playground equip. 117 156 328 370 369 500 592 724 822 920 411
Other entertainment sply., equip., & servicgd 58 199 390 415 747 1,019 931 1,435 1,939 488
Personal care products & services 263 335 373 418 493 880 797 1,007 1,206 1,405 559
Reading 51 72 86 100 17 162 191 261 316 372 133
Education 782 361 292 286 360 728 969 2,129 3,186 4,243 792
Tobacco products & smoking sply. 209 257 315 324 368 335 342 251 228 204 307
Miscellaneous 302 292 464 528 619 835 797 1,116 1,245 1,373 658
Cash contributions 427 519 753 1,021 1,104 1,505 1,800 2,468 5,501 8,534 1,458
Personal insurance and pensions 341 554 1,338 2,216 3,344 6,591 8,383 13,141 16,050 18,958 4,710
| Life and other personal insurance 11 142 236 248 314 460 575 837 1,397 1,958 414
Pensions and Social Security 230 412 1,102 1,967 3,031 6,132 7,808 12,305 14,653 17,001 4,296

Next the total value of income for each combination of characteristics was
estimated based on the midpoint of each income grouping. From this, the proportion of
income for each combination of characteristics was derived. Finally, the total value of
income attributed to each combination of characteristics was adjusted based on the
total value of 2003 Kansas Adjusted Gross Income obtained from the Annual Statistical
Report (2005) of the Kansas Department of Revenue.

Retail sales tax liability per household was estimated in a similar fashion. First,
the taxability of each category of consumer expenditure was established based on
Kansas law in 2003. From this, average taxable expenditures per household were
established for each income class.

Retail sales taxes per household were computed for each income class based on
estimated taxable expenditures based on the CES and average countywide sales tax
rates for 2003 computed from the Kansas Department of Revenue Sales Tax Reports
(2003). These average tax rates were computed based on a weighted average of retail
sales within each county.

Once average tax liabilities per household were estimated, total taxes were
estimated based on respective combination of consumption categories and income
classes. From this, the percentage of taxes paid by taxpayers with each of the
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combinations of characteristics was determined. Based on this, total retail sales tax
liabilities obtained from the Kansas Department of Revenue Annual Statistical Report
(2005) were allocated based on property and income characteristics. Once average tax
liabilities per household were estimated for each combination of taxpayer
characteristics, total taxes were estimated based on the number of taxpayers with the
respective combination of characteristics. From this, the percentage of taxes paid by
taxpayers with each of the combinations of characteristics was determined. Total
individual income tax liabilities obtained from the Kansas Department of Revenue Sales
Tax Reports (2003) were then allocated based on property characteristics and income
class.

Incidence of Kansas Retail Sales Taxes

Exhibit 51 presents Kansas retalil sales tax incidence by expenditure category
and income class. The first section of the table shows the average annual taxes paid by
Kansas households for the respective expenditure categories based on income. Based
on these data an average Kansas household pays $1,595 in retail sales taxes annually.
The largest amount goes to housing ($416), food ($395), and transportation ($352).

The second section of the table shows the average effective tax rates paid by
Kansas households with the respective combinations of household and income
characteristics. In agreement with most incidence studies, this analysis finds the
consumer portion of the sales tax to be regressive, especially at low-income levels. This
is because the share of income represented by taxable consumption tends to be smaller
for high-income households than for low-income ones. Hence, tax burdens as a
proportion of income tend to decline as income increases. Average effective tax rates
are computed as a percentage of Kansas adjusted gross income. The average
effective tax rate for the state as a whole is 3.7 percent. For 2003, the effective
consumer sales tax rate for the lowest income group was 16.5 percent, compared to the
rate for the highest income group of 2.3 percent.

As a basis of comparison the Minnesota Tax Incidence Study (2005) found an
average effective state and local retail sales rate on purchases by individuals of 1.9
percent, with the lowest income population group ($8,354 and under) paying an
effective rate of 5.2 percent and the highest income population group ($102,426 and
over) paying an ETR of 1.3 percent. According to Texas Tax Exemptions and Tax
Incidence (2005) that state’s effective average limited sales and use tax rate ranged
from 10.0 percent for the lowest income group (less than $12,820) to the highest
income population group ($135,599 and over) paying an ETR of 1.6 percent. The
Wisconsin Tax Incidence Study (2004) found that households paid 2.1 percent of their
income on sales taxes. The lowest income households paid 4.0 percent of their income
in sales taxes, whereas the highest income households paid 1.5 percent of their income
in sales taxes.

The last section of the table shows information used to assess the overall
incidence of the retail sales tax. The data for this section are derived from the above
sections. Both the Suits Index (-0.1730) and the Kakwani Index (-0.1643) indicate the
Kansas retail sales tax is modestly regressive. The Minnesota Tax Incidence Study
(2005) found a Suits Index of —0.143 for that state’s state and local sales tax. Similarly,
Texas Tax Exemptions and Tax Incidence (2005) found a Suits Index of —-0.18 for that

61

EXP-WONGO000080



state’s limited sales and use tax, while the Wisconsin Tax Incidence Study reported a
Suits Index of —0.134 and a Kakwani Index of —0.099 for consumer purchases. Retail
sales taxes in Kansas tend to be more regressive than many states because of the
base of the tax is relatively broad and has relatively few major exemptions for such as
for food and clothing. Note that there is a comparable table for each of the 105 counties
and five county groupings contained in the Detailed Appendix.

Exhibit 51: Retail Sales Tax Incidence

2003 SALES TAXES $10,000-  $15,000-  $25000-  $35,000-  $50,000-  $75,000-  $100,000- $150,000-
KANSAS /5 in inuii 0 <$10,000  $14,999 $24,999  $34,999  $49,999  $74,999  $99,999  $149,999  $199,999  >$200,000  Total
AVG, TAXES PER HOUSEHOLD 706 795 1,029 1,245 1,433 2,036 2,307 2,853 3,405 3,958 1,695
Food 219 242 285 330 370 497 544 651 729 808 395
Food at home 138 171 189 209 222 285 300 327 34 355 228
Cereals and bakery products 21 26 27 29 31 40 43 43 45 47 32
Meats, poultry, fish, and eggs 35 45 51 56 57 74 73 82 86 90 59
Dairy products 14 18 20 22 24 .30 32 34 36 37 24
Fruits and vegetables 24 30 33 37 38 48 52 59 60 61 39
Other food at home 45 53 57 65 72 92 100 109 114 11g 74
Food away from home 8t 70 96 121 148 212 244 324 389 453 167
Alcoholic beverages 15 14 16 20 25 4 43 58 89 120 31
Housing 187 224 274 318 365 489 578 746 956 1,185 416
Shelter 11 9 10 13 18 35 44 86 139 192 32
Utilities, fuels, & public services 110 137 162 179 197 235 255 284 318 351 199
Household operations 10 14 16 20 22 32 38 63 106 149 30
Housekeeping supplies 18 25 30 33 37 49 59 76 87 g8 41
Household furnishings & equip. 38 39 56 74 92 137 182 237 306 375 3
Apparel and services 64 64 77 92 107 160 180 220 290 359 123
Transporiation 110 128 196 266 316 499 569 687 n7 746 352
Vehicle purchases (net outlay) 81 99 148 209 248 393 443 538 541 543 274
Other vehicle expenses 29 29 48 57 70 106 116 149 176 203 78
Health care 4 5 7 8 7 ] 1 14 15 16 8
Entertainment 50 51 87 115 130 198 242 290 397 505 152
Fees and admissions 11 7 13 18 24 45 55 86 135 184 36
TVs, radios, & sound equip. 25 28 37 43 50 65 73 87 103 119 &3
Pets, toys, & playground equip. 8 " 23 26 26 35 42 51 58 65 29
Other entertainment spiy., equip., & serviced 4 14 28 28 53 72 66 101 137 34
Personal care products & services 19 24 26 30 35 48 56 i 85 99 40
Reading 4 § 6 7 8 11 14 18 22 26 g
Tobacco products & smoking sply. 15 18 22 23 26 24 24 18 16 14 22
Miscellaneous 21 21 33 37 44 59 56 79 88 97 47
AVG. TAX RATE BASED ON INC. 16.5% 7.4% 6.0% 4.8% 3.9% 3.8% 3.1% 2.7% 2.3% 23% 3.7%
CUMULATIVE % OF HOUSEHOLDS 0.0856 0.1494 0.2871 0.4271 0.6080 0.8111 0.9073 0.9678 0.9833 1.0000
CUMULATIVE % OF INCOME 0.0085 0.0242 0.0786 0.1617 0.3136 0.5645 0.7308 0.8804 0.9340 1.0000
CUMULATIVE % OF TAX 0.0374 0.0689 0.1567 0.2648 0.4254 - 0.6817 0.8193 0.9263 0.9590 1,0000
KAKWANI INDEX (0.0012)  (0.0023)  (0.0085)  (0.0127)  (0.0194)  (0.0233)  (0.0089)  (0.0041)  (0.0005)  (0.0002)  (0.1643)
SUITS INDEX {0.0001) (0.0008) (0.0033) (0.0075) (0.0163) {0.0287) (0.0171) {0.0100) (0.0019) {0.0008) {0.1730)

County

Exhibit 52 shows average effective retail sales tax rates by county for 2003. The
counties with the highest ETRs are Seward (6.42 percent), Ellis (5.70 percent), Geary
(5.68 percent), Pratt (5.64 percent), and Saline (5.62 percent). The counties with the
lowest ETRs are Doniphan (1.07 percent), Jefferson (1.20 percent), Wabaunsee (1.30
percent), Clark (1.38 percent), and Rush (1.53 percent). Exhibit 53 maps geographic
variations in effective retail sales tax rates. The counties with the highest ETRs are
indicated by the darkest shading, the counties with the lowest ETRs are indicated by the
lightest shading. The remaining counties are indicated by transitional shading. As can
be seen from the map, the counties with the highest ETRs are primarily in the
micropolitan areas. o
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Exhibit 52: Average Effective Retail Sales Tax Rates by County

County Percentage County Percentage County Percentage |
Allen 3.93% Greeley 3.02% Osborne 3.32%
Anderson 3.03% Greenwood 2.52% Ottawa 1.53%
Atchison 3.84% Hamilton 3.14% Pawnee 2.87%
Barber 4.42% Harper 3.28% Phillips 3.30%
Barton 5.30% Harvey 2.10% Pottawatomie 5.33%
Bourbon 4.00% Haskell 2.43% Pratt 5.64%
Brown 3.34% Hodgeman 1.54% Rawlins 2.37%
Butler 2.09% Jackson 2.82% Reno 4.88%
Chase 2.29% Jefferson 1.20% Republic 3.11%
Chautauqua 2.23% Jewell 1.95% Rice 2.49%
Cherokee 2.52% Johnson 3.49% Riley 4.72%
Cheyenne 3.99% Kearny 1.59% Rooks '3.42%
Clark 1.38% Kingman 1.88% Rush 1.583%
Clay 3.66% Kiowa 1.88% Russell 3.80%
Cloud 4.97% Labette 4.10% Saline 5.62%
Coffey 2.14% Lane 2.03% Scott 3.41%
Comanche 2.67% Leavenworth 2.94% Sedgwick 3.74%
Cowley 2.94% Lincoln 2.24% Seward 6.42%
Crawford 4.18% Linn 1.96% Shawnee 4.40%
Decatur 2.29% Logan 3.56% Sheridan 2.72%
Dickinson 3.48% Lyon 4.27% Sherman 4.91%
Doniphan 1.07% Marion 2.38% Smith 2.46%
Douglas 4.06% Marshall 3.05% Stafford 2.21%
Edwards 2.10% McPherson 3.21% Stanton 1.84%
Elk 2.50% Meade 2.50% Stevens 2.33%
Ellis 5.70% Miami 2.91% Sumner 211%
Ellsworth 2.53% Mitchell 4.04% Thomas 5.23%
Finney 511% Montgomery 4.72% Trego 3.44%
Ford 5.51% Morris 2.68% Wabaunsee 1.30%
Franklin 3.74% Morton 2.96% Wallace 2.08%
Geary 5.68% Nemaha 2.71% Washington 1.97%
Gove 3.83% Neosho 5.27% Wichita 2.16%
Graham 4.09% Ness 4.01% Wilson 2.81%
Grant 3.93% Norton 3.00% Woodson 2.55%
Gray 1.96% Osage 1.73% Wyandotie 4.12%

Total 3.73%
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Exhibit 53: Variations in Average Effective Sales Tax Rates
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Exhibit 54 shows Suits and Kakwani Indices by county for 2003. The counties
with the highest Suits Indices are Wabaunsee (-0.1409), Jefferson (—0.1444), Johnson
(~0.1459), Leavenworth (~0.1464), and Jackson (-0.1522). The counties with the
highest Kakwani Indices are Wabaunsee (-0.1359), Johnson (-0.1378), Jefferson
(—0.1381), Leavenworth (-0.1389), and Jackson (—0.1468). The counties with the
lowest Suits Indices are Russell (-0.2018), Woodson (—0.2004), Crawford (-0.1995),
Riley (-0.1974), and Chautauqua (-0.1958). The counties with the lowest Kakwani
Indices are Woodson (-0.1961), Russell (~0.1948), Crawford (~0.1928), Elk (-0.1908),
and Chautauqua (-0.1902). Exhibits 55 and 56 map geographic variations in the Suits
and Kakwani Indices, respectively. The counties with the highest indices are indicated
by the darkest shading, the counties with the lowest indices are indicated by the lightest
shading. The remaining counties are indicated by transitional shading. As can be seen
from the map, the counties with the highest indices surround urban areas such as
Kansas City, Lawrence, Topeka, and Wichita. This is an indication the Kansas retail
sales tax is less regressively distributed in the state’s suburban areas. This may be due
to the presence of a greater proportion of higher income households and the location of
regional shopping malls in suburban areas.
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Exhibit 54: Retail Sales Tax Incidence by County

County Suits  Kakwani County Suits Kakwani County Suits  Kakwani
Allen (0.1779) (0.1739) Greeley (0.1927) (0.1822) Osborne (0.1918) (0.1867)
Anderson (0.1689) (0.1648) Greenwood (0.1853) (0.1805) Ottawa (0.1566) (0.1511)
Atchison (0.1674) (0.1631) Hamiiton (0.1820) (0.1756) Pawnee (0.1716) (0.1646)
Barber (0.1709) (0.1659) Harper (0.1868) (0.1813) Phillips (0.1675)  (0.1624)
Barton (0.1799) (0.1741) Harvey (0.1540) (0.1477) Pottawatomie (0.1549) (0.1488)
Bourbon (0.1868) (0.1813) Haskell (0.1650) (0.1578) Pratt (0.1756) (0.1695)
Brown (0.1752) (0.1714) Hodgeman (0.1713) (0.1662) Rawlins (0.1859) (0.1800)
Butler (0.1577) (0.1495) Jackson (0.1522) (0.1468) Reno (0.1756) (0.1686)
Chase (0.1731) (0.1678) Jefferson (0.1444) (0.1381) Republic (0.1860) (0.1801)
Chautauqua (0.1958) (0.1902) Jewell (0.1902) (0.1848) Rice (0.1654) (0.1601)
Cherokee (0.1821) (0.1780) Johnson (0.1459) (0.1378) Riley (0.1974) (0.1891)
Cheyenne (0.1889) (0.1827) Kearny (0.1601) (0.1535) Rooks (0.1735) (0.1702)
Clark (0.1832) (0.1750) Kingman (0.1665) (0.1597) Rush (0.1843) (0.1785)
Clay (0.1673) (0.1625) Kiowa (0.1764) (0.1708) Russell (0.2018) (0.1948)
Cloud (0.1838) (0.1772) Labette (0.1773) (0.1731) Saline (0.1653) (0.1587)
Coffey (0.1662) (0.1598) Lane (0.1689) (0.1623) Scott (0.1753) (0.1657)
Comanche (0.1875) (0.1817) Leavenworth (0.1464) (0.1389) Sedgwick (0.1649) (0.1567)
Cowley (0.1754) (0.1692) Lincoin (0.1756) (0.1713) Seward (0.1745) (0.1678)
Crawford (0.1995) (0.1928) Linn (0.1670) (0.1620) Shawnee (0.1666) (0.1585)
Decatur (0.1694) (0.1664) Logan (0.1801) (0.1736) Sheridan (0.1761) (0.1702)
Dickinson (0.1594) (0.1546) Lyon (0.1801) (0.1743) Sherman (0.1723) (0.1664)
Doniphan (0.1686) (0.1650) Marion (0.1621) (0.1573) Smith (0.1779) (0.1749)
Douglas (0.1873) (0.1778) Marshali (0.1787)  (0.1723) Stafford (0.1699) (0.1657)
Edwards (0.1853) (0.1794) McPherson (0.1550) (0.1487) Stanton (0.1751) (0.1666)
Elk (0.1956) (0.1908) Meade (0.1694) (0.1630) Stevens (0.1576) (0.1501)
Ellis (0.1931) (0.1848) Miami (0.1551) (0.1469) Sumner (0.1597) (0.1535)
Ellsworth (0.1616) (0.1569) Mitchell (0.1755) (0.1688) Thomas (0.1804) (0.1725)
Finney (0.1651) (0.1582) Montgomery (0.1854) (0.1799) Trego (0.1838) (0.1790)
Ford (0.1671) (0.1605) Morris (0.1821) (0.1758) Wabaunsee (0.1409) (0.1359)
Franklin (0.1567) (0.1510) Morton (0.1656) (0.1588) Wallace (0.1956) (0.1873)
Geary (0.1789) (0.1725) Nemaha (0.1738) (0.1683) Washington (0.1838) (0.1796)
Gove (0.1740) (0.1682) Neosho (0.1817) (0.1757) Wichita (0.1804) (0.1734)
Graham {0.1930) (0.1864) Ness (0.1785) (0.1728) Wilson (0.1813) (0.1773)
Grant (0.1537) (0.1471) Norton (0.1780) (0.1729) Woodson (0.2004) (0.1961)
Gray (0.1627) (0.1553) Osage (0.1525) (0.1476) Wyandotte (0.1787) (01727

Total (0.1731) (0.1643)
65

EXP-WONG000084



Exhibit 55: Variations in Sales Tax Suits Indices
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Region

The regions with the highest average effective retail sales tax rates are Region X
in north central Kansas (4.72 percent), Region IX in northwest central Kansas (4.45
percent), and Region VII in southwest Kansas (4.43 percent). The regions with the
lowest rates are Region Xl in northeast Kansas (2.78 percent), Region V in southwest
central Kansas (3.38 percent), and Region [V in south central Kansas (3.50 percent).
Exhibit 57 shows average effective retail sales tax rates by region.
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Exhibit 57: Retail Sales Tax Incidence by Region

| Region Percentage  Suits Kakwani
I 3.61%.  (0.1655) (0.1560)
I 4.06% (0.1490) (0.1246)
i 4.23% (0.1779) (0.1714)
v 3.50% (0.1664) (0.1585)
\ 3.38% (0.1738) (0.1678)
vi 4.33% (0.1690) (0.1624)
il 4.43% (0.1681) (0.1610)
viii 4.01% (0.1812) (0.1747)
X 4.45% (0.1885) (0.1819)
X 4.72% (0.1705) (0.1641)
X 2.78% (0.1708) (0.1659)
Total 8.73% (0.1731) (0.1643)

Exhibit 57 also shows Suits and Kakwani Indices by region for 2003. The
regions with the highest Suits Indices are Region Il in southeast Kansas (-0.1490),
Region | in eastern Kansas (-0.1655), and Region IV in south central Kansas
(-0.1664). The regions with the highest Kakwani Indices are Region Il (-0.1246),
Region | (-0.1560), and Region IV (-0.1585). The regions with the lowest Suits Indices
are Region IX in northwest central Kansas (-0.1885), Region VIl in northwest Kansas
(-0.1812), and Region Il in east central Kansas (-0.1779). The regions with the lowest
Kakwani Indices are Region IX (-0.1819), Region VIII (-0.1747), and Region Il
(-0.1714). It should be kept in mind that negative index values indicate a regressively
distributed tax. Therefore, a less negative index value would indicate a less
regressively distributed tax. Thus it would appear that the retail sales tax is less
regressively distributed in the state’s urban areas than in the rural areas.

Location

Exhibit 58 shows average effective retail sales tax rates by location for 2003.
The non-border counties had an effective individual income tax rate of 3.92 percent,
while the border counties had an effective individual income tax rate of 3.50 percent.

Exhibit 58: Retail Sales Tax Incidence by Location

Location  Percentage  Suits Kakwani
Border 3.50% (0.1724) (0.1627)
Non-Border 3.92% (0.1620) (0.1491)
Total 3.73% (0.1731) (0.1643)

Exhibit 58 also shows Suits and Kakwani Indices by location for 2003. Non-
border counties had a Suits Index of —0.1620, while border counties had an index of
—-0.1724. Non-border counties had a Kakwani Index of —0.1491, while border counties
had an index of —0.1627. This indicates that the Kansas retail sales tax is less
regressively distributed in non-border counties than in border counties. This may be
due in part to non-border counties likely being less affected by interstate differentials in
sales tax rates than border counties. ’
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Concentration

Exhibit 59 shows average effective retail sales tax rates by population
concentration for 2003. Micropolitan counties (4.71 percent) had the highest effective
retail sales tax rates, followed by rural counties (3.61 percent), and metropolitan
counties (3.53 percent). This indicates that taxpayers in moderately populated counties
are paying higher effective tax rates than those living in more or less densely populated
counties. Again, these patterns are largely due to the distribution of income in the
respective region and the composition of that income and the presence or absence of
locally imposed sales taxes.

Exhibit 59: Retail Sales Tax Incidence by Concentration

Concentration Percentage  Suits __Kakwani
Metropolitan 3.53% (0.1654) (0.1562)
Micropolitan 4.71% (0.1776) (0.1710)
Rural 3.61% (0.1779) (0.1724)
Total 3.73% (0.1731) (0.1643)

Exhibit 59 also shows Suits and Kakwani Indices by population concentration for
2003. Metropolitan counties had the highest Suits Index (-0.1654), followed by
micropolitan counties (-0.1776), and rural counties (-0.1779). Similarly, metropolitan
counties also had the highest Kakwani Index (-0.1562), followed by micropolitan
counties (-0.1710), and rural counties (-0.1724). Again, this indicates that the Kansas
retail sales tax is less regressively distributed in the urban areas of the state than in the
rural areas. ‘

Population

Exhibit 60 shows average effective retail sales tax rates by population quintile for
2003. The first population quintile (3.78 percent) had the highest effective retail sales
tax rate, followed by the second quintile (3.61 percent), the third quintile (3.09 percent),
the fourth quintile (2.67 percent), and the fifth quintile (2.63 percent). This indicates that
the ETR seems to increase with population.

~ Exhibit 60: Retail Sales Tax Incidence by Population

Quintile Percentage Suits Kakwani
First 3.78% (0.1708) (0.1612)
Second 3.61% (0.1705) (0.1648)
Third 3.09% (0.1735) (0.1676)
Fourth 2.67% (0.1777) (0.1718)
Fifth 2.63% (0.1831) (0.1767)
Total 3.73% (0.1731) (0.1643)

Exhibit 60 also shows Suits and Kakwani Indices by population quintile for 2003.
The first quintile (=0.1703) had the highest Suits Index, followed by the second quintile
(—0.1705), the third quintile (~0.1735), the fourth quintile (-0.1777), and the fifth quintile
(-0.1831). Similarly, the first quintile (~0.1612) had the highest Kakwani Index, followed
by the second quintile (-~0.1648), the third quintile (-0.1676), the fourth quintile
(=0.1718), and the fifth quintile (-0.1767). This indicates that the Kansas retail sales tax
is less regressively distributed in more populated areas than in less populated areas in
the state.
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Income

Exhibit 61 shows average effective retail sales tax rates by income quintile for
2003. The third income quintile (3.90 percent) had the highest effective retail sales tax
rate, followed by the fourth quintile (3.79 percent), the first quintile (3.72 percent), the
second quintile (3.65 percent), and the fifth quintile (2.74 percent). This indicates that
taxpayers in moderate income counties paid a higher percentage of their income in
sales tax, than did taxpayers in higher income or lower income counties.

Exhibit 61: Retail Sales Tax Incidence by Population

Quintile Percentage  Suits Kakwani
First 3.72% (0.1855) (0.1562)
Second 3.65% (0.1714) (0.1635)
Third 3.90% (0.1818) (0.1755)
Fourth 3.79% (0.1742) (0.1681)
Fifth 2.74% (0.1661) - (0.1606)
Total 3.73% (0.1731) (0.1643)

Exhibit 61 also shows Suits and Kakwani Indices by income quintile for 2003.
The first quintile (-0.1655) had the highest Suits Index, followed by the fifth quintile
(-0.1661), the second quintile (-0.1714), the fourth quintile (~0.17472), and the third
quintile (-0.1818). Similarly, the first quintile (~0.1562) had the highest Kakwani Index,
followed by the fifth quintile (-0.1606), the second quintile (~=0.1635), the fourth quintile
(=0.1681), and the third quintile. (=0.1755). Generally, this indicates that the Kansas
retail sales tax is less regressively distributed in higher and lower income areas than in
moderate income areas.

Incidence of Combined Individual Income, Residential

Property, and Retail Sales Taxes

Exhibit 62 presents the distribution of combined Kansas individual income,
residential property, and retail sales taxes by income grouping. The first section of the
table shows the effective tax rate paid by households within the respective income
groupings. Out of the ten income groupings, the highest effective tax rate paid is by
households that earn less than $10,000 (32.7 percent), while the lowest effective rate
paid is for households with $200,000 or more of income (7.7 percent). Again, it should
be kept in mind that the ETRs are computed as a percentage of Kansas adjusted gross
income. The average effective tax rate for the state as a whole is 9.2 percent.

As a basis of comparison the Minnesota Tax Incidence Study (2005) found an
effective average total state and local tax rate on individuals of 8.9 percent, with the
lowest income population group ($8,354 and under) paying an effective tax rate of 10.2
percent, while the highest income population group ($102,426 and over) paying an
effective tax rate of 9.1 percent. According to the Oregon Tax Incidence Model (2001)
that state’s effective average total state and local tax rate on households was 7.1
percent, ranging from 5.9 percent for households earning between $21,255 and
$128,739 to the highest income group (over $126,172) paying an ETR of 8.9 percent.
The Wisconsin Tax Incidence Study (2004) found that the overall tax structure was
moderately progressive to proportional for almost all households. The lowest income
group paid 9.6 percent of their income in taxes, while households with income between
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$93,401 and $254,200 paid the highest tax rate of 11.9 percent, but the tax rate for the
highest income group declined to 10.9 percent.

The next section of the table shows information used to assess the overall
incidence of the combined taxes. The data for this section are derived from the above
sections. Both the Suits Index (~0.0888) and the Kakwani Index (-0.0892) indicate total
Kansas state and local individual income, residential property, and retail sales taxes are
slightly regressive. The Minnesota Tax Incidence Study (2005) reported a Suits Index
of —0.018 for total state and local taxes, while the Wisconsin Tax Incidence Study
(2004) reported a Suits Index of 0.006 and a Kakwani Index of 0.013 for total state and
local taxes.

The chart at the bottom of the exhibit shows the relationship among the average
effective tax rate, the cumulative percentage of households, the cumulative percentage
of income, and the cumulative percentage of tax. Note that there is a comparable table
for each of the 105 counties and five county groupings contained in the Detailed
Appendix.

Exhibit 62: Combined Tax Incidence by Income Class

2003 TOTAL TAXE! ' $10,000-  $15,000-  $25,000-  $35,000-  $50,000-  $75,000-  $100,000- $150,000-
KANSAS o <$10,000  $14,999  $24,999  $34,909  $49,999  $74,999  $99,999  $149,999  $199,999 >$200,000  Total
AVG. TAX RATE BASED ON INC. 32.7% 14,6% 12.0% 10.5% 9.3% 9.1% 8.4% 8.0% 7.6% 7.7% 9.2%
CUMULATIVE % OF HOUSEHOLDS 8.6% 14,9% 28.7% 42.7% 60.8% 8114% - 90.7% 96.8% 98.3%  100.0%
CUMULATIVE % OF INCOME 0.8% 2.4% 7.9% 16.2% 31.4% 56.4% 731% 88.0% 934%  100.0%
CUMULATIVE % OF TAX 3.0% 5.5% 12,6% 22.0% 37.3% 621% 77.2% 90.1% 945%  100.0%
KAKWANI INDEX (0.0009)  (0.0017)  (0.0053)  (0.0074)  (0.0107)  (0.0118)  (0.0047)  (0.0019)  (0.0002)  (0.0001)  (0.0892)
SUITS INDEX (0.0001)  (0.0004)  (0.0021)  (0.0044)  (0.0089)  (0.0145)  (0.0081)  (0.0046)  (0.0009)  (0.0004)  (0.0888)
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Exhibit 63 shows combined average effective tax rates by county for 2003. The
counties with the highest ETRs are Pratt (11.70 percent), Ellis (11.54 percent), Saline
(11.06 percent), Seward (10.92 percent), and Thomas (10.85 percent). The counties
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with the lowest ETRs are Doniphan (4.25 percent), Jewell (5.82 percent), Kearny (6.24
percent), Chautauqua (6.27 percent), and Washington (6.30 percent). Exhibit 64 maps
geographic variations in combined average effective tax rates. The counties with the
highest ETRs are indicated by the darkest shading, the counties with the lowest ETRs
are indicated by the lightest shading. The remaining counties are indicated by
transitional shading.

Exhibit 63: Combined Average Effective Tax Rates by County

County  Percentage County Percentage County Percentage |
Allen 8.51% Greeley 9.11% Osborne 7.82%
Anderson 8.15% Greenwood 7.61% Ottawa 6.57%
Atchison 8.69% Hamilton 8.53% Pawnee 8.06%
Barber 9.09% Harper 8.65% Phillips 8.17%
Barton 10.61% Harvey 7.21% Pottawatomie 10.30%
Bourbon 8.79% Haskell 7.80% Pratt 11.70%
Brown 7.79%- Hodgeman 6.74% Rawlins 7.52%
Butler 7.88% Jackson 7.66% Reno - 10.56%
Chase 7.49% Jefferson 6.59% Republic 8.00%
Chautauqua 6.27% Jewell 5.82% Rice 7.34%
Cherokee 6.39% Johnson 8.92% Riley . 10.80%
Cheyenne 9.12% Kearny 6.24% Rooks 8.64%
Clark 6.40% Kingman 7.25% Rush 6.55%
Clay 8.81% Kiowa 6.60% Russell 9.22%
Cloud 9.93% Labette 8.92% Saline 11.06%
Cofifey 6.87% Lane 7.07% Scott 9.45%
Comanche 7.07% Leavenworth 8.85% Sedgwick 9.10%
Cowley 7.99% Lincoln 7.29% Seward 10.92%
Crawford 8.84% Linn 6.72% Shawnee 9.99%
Decatur 7.42% Logan 9.17% Sheridan 8.20%
Dickinson 8.44% Lyon 9.46% Sherman 9.45%
Doniphan 4.25% Marion 7.63% Smith 741%
Douglas 10.18% Marshall 7.65% Stafford 6.89%
Edwards 6.93% McPherson 8.78% Stanton 6.34%
Elk 8.51% Meade 7.55% Stevens 6.85%
Ellis ' 11.54% Miami 9.19% Sumner 7.69%
Ellsworth 7.73% Mitchell 9.28% Thomas 10.85%
Finney 10.19% Montgomery 9.64% Trego 8.76%
Ford 10.75% Morris 7.83% Wabaunsee 6.74%
Franklin 9.01% Morton 7.64% Wallace 6.53%
Geary 10.74% Nemaha 7.34% Washington 6.30%
Gove 8.52% Neosho 10.26% Wichita 7.23%
Graham 9.48% Ness 8.73% Wilson 7.27%
Grant 8.63% Norton 8.02% Woodson 7.45%
Gray 7.37% Osage 6.83% Wyandotte 8.87%

Total 9.24%
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Exhibit 64: Variations in Combined Average Effective Tax Rates
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Exhibit 65 shows Suits and Kakwani Indices by county for 2003. Based on the
Suits [ndex total taxes are distributed slightly progressively in six counties: Doniphan
(0.0573), Haskell (0.0154), Kearny (0.0144), Stanton (0.0116), Washington (0.0069),
and Stevens (0.0016). Based on the Kakwani index total taxes are distributed slightly
progressively in only four counties: Doniphan (0.0489), Haskell (0.0120), Kearny
(0.01083), and Stanton (0.0073). On the hand, the counties with the lowest Suits Indices
are Elk (-0.1292), Wyandotte (-0.1155), Douglas (-0.1121), Ellis (~0.1086), and Riley
(-0.1084). The counties with the lowest Kakwani Indices are Elk (-0.1347), Wyandotte
(-0.1167), Douglas (-0.1127), Riley (-0.1101), and Ellis (=0.1093). Exhibits 66 and 67
map geographic variations in the Suits and Kakwani Indices, respectively. The counties
with the highest indices are indicated by the darkest shading, the counties the lowest
indices are indicated by the lightest shading. The remaining counties are indicated by
transitional shading.
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Exhibit 65: Combined Tax Incidence by County

~ County Suits  Kakwani . County Suits Kakwani County Suits Kakwani
Allen (0.0505) (0.0551) Greeley (0.0517) (0.0542) Osborne (0.0580) (0.0630)
Anderson (0.0709) (0.0751) Greenwood (0.0408) (0.0474) Ottawa (0.0328) (0.0374)
Atchison (0.0714) (0.0743) Hamiiton (0.0194) (0.0239) Pawnee (0.0774) (0.0793)
Barber (0.0600) (0.0627) Harper (0.0659) (0.0706) Phillips (0.0591) (0.0628)
Barton (0.0835) (0.0853) Harvey (0.0641) (0.0656) Pottawatomie (0.0635) (0.0638)
Bourbon (0.0883) (0.0916) Haskell 0.0154  0.0120  Pratt (0.0881) (0.0899)
Brown (0.0531) (0.0579) Hodgeman (0.0422) (0.0485) Rawlins (0.0897) (0.0750)
Butler (0.0485) (0.0501) Jackson (0.0457) (0.0481) Reno (0.0979) (0.0989)
Chase (0.0519) (0.0562) Jefferson (0.0439) (0.0473) Republic (0.0908) (0.0942)
Chautauqua (0.0227) (0.0297) Jewell (0.0164) (0.0243) Rice (0.0485) (0.0525)
Cherokee (0.0454) (0.0512) Johnson (0.0945) (0.0929) Riley (0.1084) (0.1101)
Cheyenne (0.0747) (0.0778) Kearny 0.0144  0.0103 Rooks (0.0641) (0.0688)
Clark (0.0257) (0.0314) Kingman (0.0359) (0.0401) Rush (0.0379) (0.0447)
Clay (0.0729) (0.0759) Kiowa (0.0736) (0.0756) Russell (0.1048)  (0.1084)
Cloud (0.0949) (0.0963) Labette (0.0705) (0.0740) Saline (0.0844) (0.0845)
Coffey (0.0098) (0.0141) Lane (0.0465) (0.0502) Scott (0.0859) (0.0863)
Comanche (0.0148) (0.0207) Leavenworth (0.0976) (0.0976) Sedgwick (0.0552) (0.0556)
Cowley (0.0569) (0.0603) Lincoln (0.0736) (0.0785) Seward (0.0795) (0.0793)
Crawford (0.0757) (0.0794) Linn (0.0469) (0.0521) Shawnee {0.0862) (0.0861)
Decatur (0.0454) (0.0509) Logan (0.0819) (0.08468) Sheridan (0.0139) (0.0196)
Dickinson (0.0546) (0.0573) Lyon (0.0758) (0.0785) Sherman (0.0882) (0.0892)
Doniphan 0.0573  0.0489  Marion (0.0391) (0.0434) Smith (0.0259) (0.0333)
Douglas (0.t121) (0.1127) Marshall {0.0391) (0.0428) Stafford (0.0219) (0.0274)
Edwards (0.0168) (0.0230) McPherson (0.0565) (0.0585) Stanton 0.0116  0.0073
Elk (0.1292) (0.1347) Meade (0.0343) (0.0380) Stevens 0.0016  (0.0004)
Ellis (0.1086) (0.1093) Miami (0.0954) (0.0959) Sumner (0.0615) (0.0647)
Elisworth (0.0519) (0.0558) Mitchell (0.0790) (0.0807) Thomas (0.1024) (0.1028)
Finney (0.0649) (0.0648) Montgomery (0.0870) (0.0898) Trego _ (0.0905) (0.0950)
Ford (0.0863) (0.0864) Morris (0.0326) (0.0375) Wabaunsee (0.0385) (0.0420)
Franklin (0.0717) (0.0734) Morton (0.0160) (0.0185) Wallace (0.0305) (0.0356)
Geary (0.0907) (0.0911) Nemaha (0.0369) (0.0413) Washington 0.0069 (0.0014)
Gove (0.0425) (0.0461) Neosho (0.0850) (0.0869) Wichita (0.0142) (0.0194)
Graham (0.0861) (0.0899) Ness (0.0620) (0.0652) Wilson (0.0150) (0.0216)
Grant (0.0254) (0.0263) Norton (0.0420) (0.0466) Woodson (0.0552) (0.0626)
Gray (0.0226) (0.0254) Osage (0.0310) (0.0353) Wyandotie (0.1155) (0.1167)

Total (0.0888) (0.0892)
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Exhibit 66: Variations in Combined Tax Suits Indices
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Region

Exhibit 68 shows average effective total tax rates by region for 2003. The
regions with the highest ETRs are Region X in northern Kansas (9.99 percent), Region
[X in northwest central Kansas (9.88 percent), and Region Il in north central Kansas
(9.62 percent). The regions with the lowest ETRs are Region Xl in northeast Kansas
(7.23 percent), Region V in southern Kansas (8.72 percent), and Region Il in southeast
Kansas (8.73 percent).

Exhibit 68: Combined Tax Incidence by Region

| Region Percentage  Suits  Kakwani
l 9.07% (0.0995) (0.0985)
n 8.73% (0.0512) (0.0463)
]l 9.62% (0.0786) (0.0807)
v 8.90% (0.0583) (0.0593)
\ 8.72% (0.0677) (0.0706)
vi 9.53% (0.0719) (0.0731)
Vil 9.25% (0.1324)  (0.1300)
viii 9.18% (0.0795) (0.0819)
IX 9.88% (0.0872) (0.0900)
X 9.99% (0.0802) (0.0815)
Xl 7.23% (0.0393) (0.0436)
Total 8.24% (0.0888) (0.0892)

Exhibit 68 also shows Suits and Kakwani Indices by region for 2003. The
regions with the highest Suits Indices are Region Xl in northeast Kansas (-0.0393),
Region Il in southeast Kansas (-0.0512), and Region IV in south central Kansas
(-0.0583). The regions with the highest Kakwani Indices are Region Xl (-0.0436),
Region 1l (-0.0463), and Region IV (-0.0593). The regions with the lowest Suits Indices
are Region VIl in southwestern Kansas (-0.1324), Region | in eastern Kansas
(=0.0995), and Region IX in northwest central Kansas (-0.0872). The regions with the
lowest Kakwani Indices are Region VIl (-0.1300), Region | (-0.0985), and Region IX
(~0.0900). :

Location

Exhibit 69 shows the combined average effective tax rates by location for 2003.
The non-border counties had an ETR of 9.66 percent, while the border counties had an
ETR of 8.77 percent.

Exhibit 69: Combined Tax Incidence by Location

Location  Percentage  Suits Kakwani
Border 8.77% (0.0970) (0.0966)
Non-Border 9.66% (0.0754) (0.0746)
Total 9.24% (0.0888) (0.0892)

Exhibit 69 also shows Suits and Kakwani Indices by location for 2003. Non-
border counties had a Suits Index of =0.0754, while border counties had an index of
—~0.0970. Non-border counties had a Kakwani Index of —0.0746, while border counties
had an index of —0.0966. This indicates that combined Kansas state and local taxes are
less regressively distributed in non-border counties than in border counties. This may
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be due in part to non-border counties being less likely to be affected by interstate
differentials in tax rates than border counties.

Concentration

Exhibit 70 shows combined average effectlve tax rates by population
concentration for 2003. Micropolitan counties (10.01 percent) had the highest ETR,
followed by rural counties (9.98 percent), and metropolitan counties (8.97 percent).
This indicates that taxpayers in moderately populated counties are paying higher
effective tax rates than those living in more or less densely populated counties. Again,
these patterns are largely due to the distribution of income in the respective region and
the composition of that income.

Exhibit 70: Combined Tax Incidence by Concentration

Concentration Percentage  Suits  Kakwani
Metropolitan 8.97% (0.0867) (0.0861)
Micropolitan 10.01% (0.0807) (0.0823)
Rural 9.98% (0.1079) (0.1113)
Total 9.24% (0.0888) (0.0892)

Exhibit 70 also shows Suits and Kakwani Indices by population concentration for
2003. Micropolitan counties had the highest Suits Index (-0.0807), followed by
metropolitan counties (-=0.0867), and rural counties (-0.1079). Similarly, micropolitan
counties also had the highest Kakwani Index (-0.0823), followed by metropolitan
counties (-0.0861), and rural counties {(-0.1113).

Population

Exhibit 71 shows combined average effective tax rates by population quintile for
2003. The first population quintile (9.21 percent) had the highest ETR, followed by the
second quintile (8.59 percent), the third quintile (8.08 percent), the fifth quintile (7.73
percent), and the fourth quintile (7.60 percent). This indicates that the ETR generally
increases with population.

Exhibit 71: Combined Tax Incidence by Population

Quintile Percentage  Suits _ Kakwani
First 9.21% (0.0879) (0.0876)
Second 8.59% (0.0641) (0.0669)
Third 8.08% (0.0576) (0.0611)
Fourth 7.60% (0.0394) (0.0439)
Fifth 7.73% (0.0522) (0.0565)
Total 9.24% (0.0888) (0.0892)

Exhibit 71 also shows Suits and Kakwani Indices by population quintile for 2003.
The fourth quintile (~0.0394) had the highest Suits Index, followed by the fifth quintile
(-0.0522), the third quintile (-0.0576), the second quintile (-0.0641), and the first
quintile (~0.0879). Similarly, the fourth quintile (~0.0439) had the highest Kakwani
Index, followed by the fifth quintile (-0.0565), the third quintile (-0.0611), the second
quintile (-0.0669), and the first quintile (-0.0876). This indicates that combined Kansas
state and local taxes are less regressively distributed in less populated areas than in
more populated areas in the state.
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Income

. Exhibit 72 shows combined average effective tax rates by income quintile for
2003. The first income quintile (9.14 percent) had the highest ETR, followed by the
secondquintile (9.38 percent), the third quintile (8.97 percent), the fourth quintile (8.78
percent), and the fifth quintile (7.70 percent). This indicates that taxpayers in higher
income areas paid a higher percentage of their income in taxes, than did taxpayers in
lower income areas.

Exhibit 72: Combined Tax Incidence by Income

Quintile Percentage  Suits Kakwani
First 9.14% (0.0845) (0.0837)
Second 9.38% (0.0867) (0.0878)
Third 8.97% (0.0918)  (0.0941)
Fourth 8.78% (0.0664) (0.0689)
Fifth 7.70% (0.0485)  (0.0521)
Total 9.24% (0.0888)  (0.0892)

Exhibit 72 also shows Suits and Kakwani Indices by income quintile for 2003.
The fifth quintile (-0.0485) had the highest Suits Index, followed by the fourth quintile
(-0.0664), the first quintile (-0.0845), the second quintile (-0.0867), and the third
quintile (-0.0918). Similarly, the fifth quintile (~0.0521) had the highest Kakwani Index,
followed by the fourth quintile (-0.0689), the first quintile (-0.0837), the second quintile
(-0.0878), and the third quintile (~0.0941). Generally, this indicates that combined
Kansas state and local taxes are generally less regressively distributed in lower income
areas than in higher income areas. Combined state and local taxes are most
regressively distributed in moderate income areas.

Conclusions and Recommendations
The objective. of this study was to measure the distribution of $6.4 billion of state
and local taxes collected in 2003. The report:

e Analyzed $6.4 billion in taxes collected in 2003, a total that represents 83.0
percent of all state and local taxes.

» Calculated average household tax burden by income range.

Tax Incidence - .
¢ Tax incidence analysis is the study of who ultimately bears the economic burden .
of a tax.

e The effective tax rate is the tax rate paid as a percentage of income.
* A progressive tax is a tax for which the effective tax rate rises as income rises.

e A proportional tax is a tax for which the effective tax rate does not change with
income.

¢ Aregressive tax is a tax for which the effective tax rate falls as income rises.
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* Individual income, residential property, and retail sales taxes accounted for $6.4
billion or 83.0 percent of all Kansas state and local government taxes in 2003.

Individual Income Tax
¢ Because of its graduated tax rate structure and allowance of personal

exemptions and deductions, the individual income tax is, by design, progressive.
The average effective tax rate for individual income taxes for the state as a whole
is 3.2 percent. Effective tax rates rise significantly with increases in household
income. At the low end, the ETR for the income tax is —7.4 percent for the lowest
income group. It rises steadily to 4.7 percent for the highest income group.
Lower income households can receive refundable tax credits, which can more
than offset any income tax liabilities. Based on household composition single
households without children and non-family households have the highest ETR at
4.1 percent, while married couples with children have the lowest ETR at 2.0
percent.

» The Kansas individual income tax is modestly progressive. Although the Kansas
individual income tax is only modestly progressive, it tends to be more
progressive than many other states because it is comprised of only three
brackets, with some taxpayers subject to the highest rate with taxable income as
low as $30,000. The progressivity of the individual income tax nearly offsets the
regressivity of the other taxes.

¢ The counties with the highest average ETRs are in the Wichita area, the
Lawrence area, and in western Kansas, while the counties with the lowest rates
tend to be in the north and southeast areas of the state. Taxpayers in more
densely populated counties areas are paying higher effective tax rates than those
living in less densely populated areas.

* Kansas individual income tax is less progressively distributed in the state’s urban
areas than in other areas, meaning that lower income households bear a larger
share of the burden in these areas.

Residential Property Tax

¢ The average effective tax rate for the state as a whole is 2.3 percent, with the
lowest income population group paying an effective tax rate of 23.6 percent,
while the highest income population group paying an effective tax rate of 0.6
percent. This result derives because lower income households tend to spend a
higher proportion of income on housing than higher income households. |In some
cases, effective tax rates of over 100 percent may be reported in cases where
the taxpayer may be occupying a high value residence, while receiving a low
level of Kansas adjusted gross income.

* The Kansas residential property tax is significantly regressive. Property taxes
were regressive across all household groups. Overall, households paid 2.3
percent of their income in property taxes. The lowest income group (under
$10,000) paid 23.6 percent of their income in property taxes. In contrast, the
highest-income households ($200,000 and over) spent an average of 0.6 percent
of their income on property taxes.
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e The counties with the highest ETRs are concentrated in the northeast, while the
counties with the lowest rates tend to be in the southwest. However, taxpayers
in less densely populated areas are paying higher effective tax rates than those
living in more densely populated areas. This may be due in part to the presence
of economies of scale in service provision that may be present in more densely
populated areas, but less pervasive in less densely populated areas.

e The Kansas residential property tax is less regressively distributed in the state’s
urban and suburban areas where higher value residences are more likely to be
located, while the tax tends to be more regressively distributed in the state’s rural
areas where there is less likely to be higher value residences.

e Since the residential property tax includes both a uniform state component and
non-uniform local government components, regional variations are the result of
the distribution of wealth and income in the respective regions, the composition
of that income, and local discretionary tax policy decisions.

Retail Sales Tax

o Average Kansas household pays $1,595 in retail sales taxes annually. The
largest amount goes to housing ($4186), food ($395), and transportation ($352).
The average effective tax rate for the state as a whole is 3.7 percent. For 2003,
the effective consumer sales tax rate for the lowest income group was 16.5
percent, compared to the rate for the highest income group of 2.3 percent.

» Taxpayers in moderately populated areas are paying higher ETRs than those
living in more or less densely populated areas.

o The Kansas retail sales tax is moderately regressive. Retail sales taxes in
Kansas tend to be more regressive than many states because of the base of the
tax is relatively broad and has relatively few major exemptions for such as for
food and clothing.

e The Kansas retail sales tax is less regressively distributed in the state’s suburban
areas. This may be due to the presence of a greater proportion of higher income
households and the location of regional shopping malls in suburban areas.

Combined Taxes

e Combined state and local taxes are proportional to slightly regressive. However,
combined taxes in several counties are slightly progressive. The lowest income
group (under $10,000) paid 32.7 percent of income in taxes. The effective tax
rates decreased slightly for the middle-range of households, ranging from 14.6
percent to 7.6 percent. These households had income between $10,000 and
$199,000. The highest income group ($200,000 and over), paid 7.7 percent of
income in taxes. The combined average effective tax rate for the state as a
whole is 9.2 percent. Taxpayers in moderately populated areas tend to pay
higher ETRs than those living in less densely populated areas. Combined taxes
are less regressively distributed in less populated areas than in more populated
areas.
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* On average the sales tax (3.7 percent) accounted for the largest burden most
households. The second largest tax was the sales tax (3.2 percent). Although
the property tax is the most regressive of the three taxes, it accounted for the
smallest burden (2.3 percent)

* Refundable tax credits increase the progressivity of the Kansas tax structure.
The earned income tax credit makes the individual income tax increases
progressive at low-income levels. The Homestead credit sharply reduces,
though it does not eliminate, the regressivity of the property tax for low-income
homeowners and renters. While refundable credits significantly reduced the
burden of the poorest households, they did not completely eliminate the
regressivity of the property tax.

Incidence Models

* There are many benefits to developing a tax incidence model, and many states
have already done so.

*  While the study estimates the incidence of Kansas’ current level of taxes, its
findings cannot be used to draw conclusions about incremental tax changes,
since the incidence of an incremental change of a tax may not be the same as
the incidence of an existing tax.

 Forinstance, business owners may bear the burden of an existing tax, but be
able to entirely shift an increase in that tax to workers or consumers if the
resulting effective tax rate is higher than the national average.

* However, the tax incidence model may be useful for evaluating existing features
of Kansas' tax structure, for example, the distributional impact of existing tax
exemptions, deductions and credits, or the effectiveness of the current earned
income tax credit in lifting the working poor out of poverty.

» Other areas to consider for further development of the tax incidence model
include the following:

o Include more taxes in the analysis. In particular, the incidence of the
cigarette, alcohol beverage, motor fuels and other excise taxes and of the
estate tax can be explored.

o Explore factors that may result in horizontal inequities such as race,
gender, and age.

o Compare findings to prior years to assess changes in tax incidence and
the underlying causes

o Develop a comprehensive microsimulation economic incidence model
based on a sampling of actual income tax returns and property tax
records.

The purpose of the study was to measure the distribution of taxes across Kansas
households. The study does not seek to make policy recommendations. However, it is
hoped that the findings of the study will be used to inform the policy making process.
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Appendix A:

County Tompavison of Various State Tax Collections and Per Capita Tax Collections
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Fasvey £12,711,68% §i38 $483 33,191.073 §83 326338477 §75¢
Haskell 31420718 3570 8351 5360471 583 114208 695 $3.347
Hodpeman 336,43 3381 3230 5180045 £13¢ £4,334. 144 520135
Tackson 56,315,408 3483 s414 3L ! £67 56,030,876 5594
Jeffarzon $10,01E233 $38t 212 32,108,353 112 315233838 3510
Jewell  ELoes 817 1 §228 547,165 g s1412
Iokuzon $365,524,358 51182 §247,000,615 5680 563 EE A28 513 §1.484
Keerny £1,081,358 453 33,973,203 $238 52 571 318,142,163 $3,052
Hingman 362073 3524 53,000,698 3358 31307459 %120 510,602,587 £1,263
Riowz £1,375,908 3436 $1,384.012 540 5384401 $133 $6,224.732 $1.875
Libeys 38,079,035 3363 33,384,143 £383 32 "“33,‘?53 $10% 316,308,330 3723
Lane 3944,825 3433 834,018 $323 528547 £l $3.884,161 £2.001
Leavenpior®h £32.755.544 3358 523 7“646\ 35 S?.E;S’.O‘H §102 353.968,37 §734
Lincels 31,061,586 3132 5419033 £120 $511831s S1483
Lize $3,003.823 5247 3838306 588 , $1.470
Logae $1,319,837 S48 4 F154 §1.350
Lyon $17,104.748 $353% X 583 $33.465,147 3708
Madten S6007,525 $362 31,236,873 554 513,887,234 3304
Mazshall $4,862.928 74 1339 3448 51,135,023 £13¢ 30,307,577 3992
MeZhemon $19,343 629 3538 515\8 3,448 - 1] 33,140:881 107 332331060 ELIGR
Meads 51584178 5403 55,317,041 §287 457226 1988 $6,783,554 L2388
Aseuzt Repert 12 Kanszs Department of Revenue
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Appendix A (Continued):

Ceunnty Comparisen of Various State Tax Collections and Per Unpita Tax Collections
Tha resst aarrsat avadlable tor year and Brexd yaar da fx usad for aach taz type 2od s reflective of the tebles within shis repost

Vehicte

Eudividust Tucoms Sales RealPerzonal
Individual Income  Tax Linbility Salex Tax Vebicha FProperfy  ReslPersomal  * Properfy
Tax Lishility {Per cap} Tax {Fer £ap} Property {Fer cap) Properiy {Per cap}
GEx IR ja R FY.08 Y04 Vo e PARE
Miams 3340 $13.458.843 3452 §3.315,817 §1343 $32318,134 §1,18¢
Michalt 3500 33,843,073 $355 $873.978 $13%3 87439874 $1.13%
Monizomery §4% 18,524,654 §530 33.876.848 331l ¥ 345231 3540
$1.919.984 3%.562.390 £3 2 3.87
Mamsaba $LIHI38 $4478,515 $1L951,178 254
Neashae FESET ST 39,354,634 32,156,028 31349 3780
M 3L305,57% $2,057.858 54p3316 31553 §1,758
Harton $2,200, 090 $3,128.308 $3¢&7 $370.908 $38.5 $370
Ysage $E238518 $4,154,029 €243 L5438 §32.0 §76%
Tsbamne 140958 $%,500,514 339 5323313 31258 €1.288
Ditnaws $3,385.413 5300203 03 $716,13% £118 £1157
BPawnae 33,381,578 §3dd $ER4536 $132 $1.14%
Fhillips  BeaTe g ) @3 SERSS4S  RIE . £1,113
Porswatmiz 10,131 462 3541 $637 373 $20,341.582 HEE
Pt £3,304,43% 5331 73 §1,405,782 £149 313,394,380 E1473
Pawling 51,003,862 3360 §27% 455,802 £140 54287578 $L31%
Reng $33281.629 3521 $40.496,338 £63% 104,383 $11% $63,827,228 3988
$EI84,55% 3338 33,283,830 336¢ §133 56813434 $1.383
4,330,143 3488 33,531,109 5336 A £124 $12331,042 $1.232
$27.718,602 §443 30842438 j2%:1 34,394,183 1 $39,018,532 5426
201348 3§32 $3,381,843 §442 £728333 3134 37,615,518 £1,283
SE430%8 3523 798,178 3330 S4Laa1 $138 $4.862.068 51425
423 33,428,347 $491 31826853 §148 310,351,897 1572
§821 €82z 35426879 554 149,045,408 §928
$396 £3¢1 PR ¥130 39,349,531 $1.737
3313 §343,193,17% $H0 545,198,130 352 288345334 3340
$24 15,870,083 683 $1,327,383 578 325,502.43% $1,143
p 5 $73g §723 SE.0IT. 88 §117 3183304708 £1.083
Sheridan 3522 §360 352,043 £132 §3,783.957 S1.425
Shamman 3347 5717 671,131 £107 58,821,597 $1.153
Soith 3402 3336 $522.83% §123 L3S
Staftord 3 348 €337 F863,004 §132 LT
Stanton 51,320,404 $348 3369 5243.062 5103 53,555
& §3,201,36 3554 F22.008 B4 $354032 68 $3,782
3014 $12.09 . $5.348.385 k558 33038185 b3 xS §948
Theniss 33.988457 3783 385333 $133 §1.321
$2370.385 3434 406,007 §13% £1.587
Kb 51,239,243 3182 $742.042 §134 £1.180
Waliace §356,278 346 §174271 8108 £1823
Weshingtan 51338365 §417 35,907,813 5183 3734513 $120 §1.383
Wichits SLL420.277 1530 £792,531 5338 §332,301 §136 §1.85%
Wison 34,018,737 Lkl 3 33,044,733 §3848 £663,905 586 LS
Woodson 31,067 438 §202 $806,285 §283 384364 3198 $1.033
Wynnd $41.630.889 §33 §83,148,331 §531 $E7.317.781 Fl10 £1.054
Totat £1,395,081.035 3654 31,711,408,775 $626 $284.383 355 $108 32.883.544.250 £1.083
Motew R et likiZiny vomal nclode: Kauses sesidints 1w o cownsy Sfinster
Bvwual Repeat 13 Kansas Department of Ravanue
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Appendix B:

County Distributional Categories
Regions

I—Anderson, Coffey, Douglas, Franklin, Jefferson, Johnson, Leavenworth, Linn, Miami,
Osage, Shawnee, Wyandotte

ll—Allen, Bourbon, Cherokee, Crawford, Labette, Montgomery, Neosho, Wilson,
Woodson

lll—Chase, Clay, Dickinson, Geary, Lyon, Marion, Morris, Pottawatomie, Riley,
Wabaunsee

IV—Butler, Cowley, Elk, Chautauqua, Greenwood, Harvey, McPherson, Reno, Rice,
Sedgwick

V—Barber, Barton, Comanche, Edwards, Harper, Kingman, Kiowa, Pawnee, Pratt,
Rush, Stafford, Sumner

Vi—Clark, Ford, Gray, Hodgeman, Meade, Ness

VIl—Finney, Grant, Greeley, Hamilton, Haskell, Kearny, Lane, Morton, Scott, Seward,
Stanton, Stevens, Wichita

VIll—Cheyenne, Decatur, Logan, Rawlins, Sheridan, Sherman, Thomas, Wallace
IX—Ellis, Gove, Graham, Norton, Osborne, Phillips, Rooks, Russell, Smith, Trego
X—Cloud, Ellsworth, Jewell, Lincoln, Mitchell, Ottawa, Republic, Saline
Xl—Atchison, Brown, Doniphan, Jackson, Marshall, Nemaha, Washington
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Appendix B (Continued):
Location

Border—Atchison, Barber, Bourbon, Brown, Chautauqua, Cherokee, Cheyenne, Clark,
Comanche, Cowley, Crawford, Decatur, Doniphan, Greeley, Hamilton, Harper, Jewell,
Johnson, Labette, Leavenworth, Linn, Marshall, Meade, Miami, Montgomery, Morton,

- Nemabha, Norton, Phillips, Rawlins, Republic, Seward, Sherman, Smith, Stanton,
Stevens, Sumner, Wallace, Washington, Wyandotte

Non-Border—Allen, Anderson, Barton, Butler, Chase, Clay, Cloud, Coffey, Dickinson,
Douglas, Edwards, EIk, Ellis, Ellsworth, Finney, Ford, Franklin, Geary, Gove, Graham,
Grant, Gray, Greenwood, Harvey, Haskell, Hodgeman, Jackson, Jefferson, Kéarny,
Kingman, Kiowa, Lane, Lincoln, Logan, Lyon, McPherson, Marion, Mitchell, Morris,
Neosho, Ness, Osage, Osborne, Ottawa, Pawnee, Pottawatomie, Pratt, Reno, Rice,
Riley, Rooks, Rush, Russell, Scott, Saline, Sedgwick, Shawnee, Sheridan, Stafford,
Thomas, Trego, Wabaunsee, Wichita, Wilson, Woodson

Concentration

Metropolitan—Butler, Doniphan, Douglas, Franklin, Harvey, Jackson, Jefferson,
Johnson, Leavenworth, Miami, Osage, Sedgwick, Shawnee, Sumner, Wabaunsee,
Wyandotte

Micropolitan—Atchison, Barton, Chase, Cowley, Crawford, Ellis, Finney, Ford, Geary,
Labette, Lyon, McPherson, Montgomery, Ottawa, Pottawatomie, Reno, Riley, Saline,
Seward

Rural—Allen, Anderson, Barber, Bourbon, Brown, Chautauqua, Cherokee, Cheyenne,
Clark, Clay, Cloud, Coffey, Comanche, Decatur, Dickinson, Douglas, Edwards, Elk,
Ellsworth, Gove, Graham, Grant, Gray, Greeley, Greenwood, Hamilton, Harper, Haskell,
Hodgeman, Jewell, Kearny, Kingman, Kiowa, Lane, Lincoln, Linn, Logan, Marion,
Marshall, Meade, Mitchell, Morris, Morton, Nemaha, Neosho, Ness, Norton, Osborne,
Pawnee, Phillips, Pratt, Rawlins, Republic, Rice, Rooks, Rush, Russell, Scott, Sheridan,
Sherman, Smith, Stafford, Stanton, Stevens, Thomas, Trego, Wallace, Washington,
Wichita, Wilson, Woodson
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Appendix B (Continued):
Population Quintiles '

First—Barton, Butler, Cowley, Crawford, Douglas, Finney, Ford, Geary, Harvey,
Johnson, Leavenworth, Lyon, McPherson, Miami, Montgomery, Reno, Riley, Saline,
Sedgwick, Shawnee, Wyandotte

Second—Allen, Atchison, Bourbon, Brown, Cherokee, Dickinson, Ellis, Franklin,
Jackson, Jefferson, Labette, Marion, Marshall, Nemaha, Neosho, Osage, Pottawatomie,
Rice, Seward, Sumner, Wilson

Third—Anderson, Clay, Cloud, Coffey, Doniphan, Ellsworth, Grant, Greenwood,
Harper, Kingman, Linn, Mitchell, Morris, Ottawa, Pawnee, Pratt, Russell, Sherman,
Thomas, Wabaunsee, Washington

Fourth—Barber, Chautauqua, Decatur, Gray, Haskell, Jewell, Kearny, Lincoln, Meade,
Morton, Norton, Osborne, Phillips, Republic, Rooks, Rush, Scott, Smith, Stafford,
Stevens, Woodson

Fifth—Chase, Cheyenne, Clark, Comanche, Edwards, Elk, Gove, Graham, Greeley,
Hamilton, Hodgeman, Kiowa, Lane, Logan, Ness, Rawlins, Sheridan, Stanton, Trego,
Wallace, Wichita

Income Quintiles

First—Barton, Coffey, Ellis, Geary, Graham, Harvey, Jewell, Johnson, Kiowa, Lane,
Marshall, McPherson, Ness, Phillips, Rawlins, Saline, Scott, Sedgwick, Shawnee,
Sheridan, Wallace

Second—Barber, Butler, Chase, Clark, Clay, Douglas, Edwards, Gove, Greeley,
Harper, Haskell, Jackson, Leavenworth, Mitchell, Pottawatomie, Pratt, Reno, Sherman,
Smith, Thomas, Wichita

Third—Allen, Bburbon, Brown, Cowley, Crawford, Decatur, Dickinson, Ellsworth,
Hamilton, Logan, Miami, Montgomery, Nemaha, Neosho, Osborne, Riley, Rooks, Rush,
Stafford, Stanton, Wyandotte

Fourth—Chautauqua, Cherokee, Cloud, Comanche, Ford, Frahklin, Grant, Gray,
Kingman, Labette, Lyon, Meade, Morris, Norton, Pawnee, Republic, Russell, Seward,
Stevens, Sumner, Wilson

Fifth—Anderson, Atchison, Cheyenne, Doniphan, Elk, Finney, Greenwood, Hodgeman,
Jefferson, Kearny, Lincoln, Linn, Marion, Morton, Osage, Ottawa, Rice, Trego,
Wabaunsee, Washington, Woodson
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Appendix C:

Individial Income Tax for Tax Year 2003 by County

Resident Taxpayews Culy’

e Percanit Por Refum
ausa Adm»te& Tayx Year. ofTg otal Average
.. County Grogs Income Ligbility Lidbility TasLisbility Esﬂ'l
Alten’ 203451236 45764 308 0.3% $I67
Andersont §115,168,937 $3,195,04D 2% ,(7“8 /9
Atchizon. §251,780457 46,731,349 04% 63
Birher 572,104 320 $2.160309 1% 8805 73
Barion | X ;F1L 81492 ' 54 4
Borbor 453 17n 744, 86
Bréwn §3.736.357 71 m
Bitlet sJﬁt,s,?*,cs.sq 3SR 3
Chage : STITT 3 S8y 6l
Chautaugus. 530,087, 37& $1,262.449 706 43
Cherdkes $205377, 801 $6,540,059 8664 59
Cheyenme 533, 2 S2E8.430 - $630. 100
Clark ¥ SRS 334 ST 1375078 ETTEN T
Chag.. 424 $121 785,540 43,409,681 ‘5804 T2
Cloud’ 627 $136.734.900 . $3,832,064 $785 83
Cotfey 438 $133.147.50% $49359:323 $1117 M
Comanche, 1043 $31,112,003 503 643 - 9968 53
Cowley 17464 $583.410,673 $17,166,602 seEy: 39
Crawford 17.940 $362,194.700 $16,210,174 $004: 32
Decatur’ 1,735 $45,063,157 $1.181,436 §681 .97
Tickinson 9,855 $303,536,680 S13 a1
Doniphan 4450 182,14 §037. 43
Dauglas 48,090 ;*‘»59 130 663 $1438 4
Edwasds 17722 41,450,614 S84 65
Ek 1371 $937,763 ST 104
Eliis’ 13,714 $13,766,998 3156 15
Elitivorth 3,036 5 _ $2:827,478 $827 49
Fiuney | 1 $632.075.876 $19 00,147 §LO7d 98
Ford 78 ST 57 650" ‘ STATT . 34
Frankifs:. 127 448,136,493 $LH7 3
T 1,842 $515,201,808 792 77
B 540,461,844 S
$34417.090 $1.021,551 5732 9D
A : $4,3295,7{2 $LI86 11
¥ ‘ 08 43,608,043 it 13
Grecky 520745392 $703,508 $1.053  2¢
Graemwood 85,733,357 5793 78
Eanilion $36,333.550 $1,02 31
Harper’ 507,807,452 21,239 E3:in S <
 Harvey: $626436862  $18711.9% LS
“Haskell 53420711 $1.288 3
Bodgemaic 3776043 §|T 78
Iackson 21 vsa,ﬂ& 608 8931 47
Jefferson $3T8LTE $10918735 L4717
Tewell CSLOEA05  SLOBI6LT 3554 105
Tohnson $17.356,167,840° 5% $2.237 1
Keamy 867,834,381 LI W
Kingran $136,068.524, $4.392.075 $10% 13
Kiowa $16.758 650 $1.3A 908 £82 36
Lahelts: 5301978731 $8,079:935 §143
Lane 331058762 §944535 R o v R
1 eaverivorii SLi10006778  $32T5554 1.9% SLISR 16
Lincoln 42 367,681 $1,061,368 1% $618  f02
Lini S 41T 113 3,925,623 2% 4846 a7
Lagan $43.367.328 $1,320,887. “BA% $315. &7
Lyon: $560.950549°  $17,104:740 1.9% seel 36
Miricn §200,041:686 46,007,595 0.3% §533T 46
Marshall; $166,743.192 §4362.828 93% '$8390 6L
Anngal Report 24. Katisas Department of Revenué
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Appendix C (Continued):

Ind;udmi Income 'I’u for Tax Year "DO* by C‘umm‘
Regident Ta\paverf Only -
. L Percent Per Retimm:
Komber:  KansssAdfusted:  TaxYear of Total.  “Average
Canmti- ) Grioss Bricoe Liabiltty Liability I&L@.‘?ﬂlﬂ.
\:t?her:zm $586 328_786 $16,345,420 1.0% 51,289 :?
3 $61.336.260 | $1,886176 DA% T
£307,004,064- $19 27213 “L% $1.412 L3
Mitchall 3, §111,556.865 $3;354ﬂ.8€s‘3~ D.2% (910 30
‘\fantgcmzr'{ i 12822 $333 473,708 . -$14 613 687 0.8% 5970 B
Morris 2814, $84.401,650 $2,.937,324 41023 32
\fnmm 188! $1.910:884" $1.168 Q4
Mepnahi 32 §4.316,188 sl sE
Nanshs" 8,538’ $6.857,757 5815 70
Nazs 1,748 $1,303 375 361 [
Norton, 3708 22 53200690 5415 L
Osaga. 8,516, 276,077,063 38.228.31% %60 42
Osbome 2039 537 396 047 51;&09,9:1 601 98
Ditawd g $108.063.907°  $3.185.01% 58880 37
Prunee 3 §100.668.612 §2.881.371 SR44 64
Phifhps 2874 SHRSEHT $2,204979 YZS 89
FPottawatoraie ; 8870 $320451,015.  ($10,131.463 114 18
Prat iRLF §150.657,220- $3.164.849. §L079 24
Rawlind e £35.808.074 $1.023,068 §T07 04
Remo & 3LYS2 037,78 $33,281,029 51,048 30
Republic: 3 . $1.784,352 §628: 101
Rics $4330. 163 5863 38
Riley $37,719,902 $1,265 2
Rooks $2,013,083, R
Rush : $1.443,281° 8766, B4
Russel, 5103,.30 138 $‘ 9:’7 1‘31 $782 85
Sating 51,1336 1”1 090 3‘% 250%5 $1.173 12
Scott 242 $2,865378 $1.1235 19
Sedmwitk $105(4072792.  $37617.431 $1505 .2
Seward: 5348220 ss* $0,792.278 $934. 3
- Shawnee $3.785 865,805 $126.346.328" $1.307 g
" Sheridan §56,782.332 $1,388 873 31,010 33
Sherman $108,126,63% . 55““8() z‘ai £33 &8
Smuih "$59,339; 13! §1, 710 &Y §743 BT
Stafford SiS“,SS’{-lw—i $1.624.226; 838" &6
Stanforl SA0.832578 $L320.404 0% SLIIG 22
Stevens’ $98,260315 5% 12 10
Strater: $397,925,638. 6:7% 51067 20
Thotnas §176.589.408 0.2% 577 1
Trago 66 $40,%94.038 -f1.1%% [
Wabzuiieg 3370 $118489,042 02% 28
‘Wallace ‘ - 8237 ..:9 BET EEREA gz
Washinefon. ; A1% ORI
“Wichita: $44.746.011 40
Wilson” 5:1,1 125,404 3 73
Woodéon, 2307367 5387 fos
52,6;),843_50% §T70 8
$98,084 618,962 $1.361
: $1350.068350  $42.405 o $1.4ag
Totsl Residents. DE $S0443688521  SL8BL osz 085 B.0% $1.364
“Noh-Residents 236203 $ILATO00000.  $260.005.038 A3%. 31,101
All Taxpayars 1822611 $92.703,638,521 32,233:;.8&1&3 3160.0% 31,338
Annual Béport 25 Kaosas Department of Revenua
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Appendix D:

Average Countywide Levies per 51,000 Assessed Valwation, Tax Years 2002 through 2004

Comti:. 208 Sounty
Adler 134,64 Leégat
- &uderion 123.53 Lyon
Atchison . 12901 Marion
Barhar 123,65 + Alaishall
Baten 15117 cPharsas’
Bewhen: 4137 Heade
Brovm 11430 Miai
Butter 13528 Mihell
Chase! 1730 Montgory,
Chintaugis 140.35 Mosiis
Chergkas - 9839 Motion”
Cheyanne: 180,18 Hdmaka
Clark 16872 Neosha
Clay 140,63 Hess
Cloud; 143.98 Notgn
CoHay, §9.02 Osage’
Cemanchz 1i2‘3,98  Oshorms:
Cowlay: 143 82 Ostawa”
Crawford 121,69 Pauinee
Dieratur 1348 Phillips.
Diekingon’ Ti8.80 Potiawatoiniz
Doniphan® 103.44 Pratt :
Douglaz 10401 Rawling
Edwards 13248 Rene
Ik 14742 Ragublic,
Elli¢ 11378 Ricz
Ellwnsth’ 150.92 Riley:
Fiouey 11139 Rooks 54.3
Forg, 15138 Ruch, 4,
Frankliz 13030 Russell” s34
Geary 13546 Saline 15452
Gove 115.99 Swote 12897
Grahars 145.83 133.00 Sedawick 1333
Grat 78.95 FLAT Seward 10623
Gray: 12393 13875 SErnse 13298
Giaaley” 12384 132,88 Sheridan - 11635
Grzanivond 13816 4015 Sherman 31238
Hamilon 2852 12262 Bmith 13852
Harper 16190 15507 Safford :
Harvey © 119087 12261 Siznton.
Haskell 8836, 84, Shevend
Hodzerian 161:68 19274 Suniner
Jackson }35,4’3 12308 Thonaz
Jeffarson, ilﬁ,f'ﬁ{i 12031
Jeswill 136.69 13666
Tohinaan i03:03 19824
Kaamy 85.14 I
Kingman: 124.13 20057 W
* Einwa 12296 11763 Wilzdn
Labaits, 145,63 15040 s E34.38
Bame 14648 725 Wyaiidptta” 39,1
Laavensvortl 12108 11276 o . LT
Lineols 15293 154860, Statewids 1E3:10 115,95 11648
Linx’ 31.94 .90:81
Annval Repeat. §7 Eansas Department of Bevetis
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Appendix E:

Total Preliminary Real and Personal Pr: operty Taxes Levied hy County
Figweas donot m:iudz metr vebitles ts.\ﬂﬂ uder K.§, A 705100,

Profarty ’l‘&xes P*cpa"f}’ Tz.\e= Parcent .Dmcam Ta:\ﬂs Propary Tixks Tercant
fat Ta
Allen smmz,ms : :
Arderson FE,TOL 054, 326,012,788 338,485, 167 - :
Atchisen $14209,670 ‘ F11,48047 FILETIN 4
Barter | §7,380,742, Marshail §18,010,061 510,507, ;?‘ 5
Baitoil 126,017,235 McPhisson 331316062 ‘ssa.sn 860 3
Botsbon 6 it 174,808 Nagds 38347073 el
Browm 3E717,776 : Jiamni §22,503; 472 X
Butler $5TAG1 365 Nirlall : B
Chase §4,145.240 Nlomtzainary | 2.4%
Chanaticus. §2,883,585° Nz 64%
Cherakse TlLa4gas Mrtos., '8
‘Chevenns - Namalia - 2
laTh Naoshe 2
Ly Kesg g 1 3
Clond sb'm a3 ; Worton 33,064,532,
Cofiey | 530,471,158 .ssz,saeuvﬁ Dsliger 511,;54 6’6 :
Compnéte 54,445,3‘3& : A4 Osbome
»cije-v $35377.371 337728847 Ottawrs
rawiord £,75% Pawnes
‘Decatis F3; 014 034. “Phiflipy " 0F
Dr&msun 315.028,93¢8 Potivaiomis “I -»94 -S"f. '}..9 541 362
Doniphen 6,827,277 Praw_ $EHITT SI3E96230 6
Diougtas 400,879,673 P 35395 §4,297878 ¥
Srvrds £5.508,798 6107798 3
Ek 3331633 $6S1388 250
Els. 512,59 . I8
Ellswort 335,063,530 4%
‘Finiex 35,039,567
Enrd )4 00,758
Fravilin ] sm 351,697
Gesry B I3 408
Gove
Trzkam.
Lozt
Gray :
Grealey 5338017 3%
Gresmvood 57604912 FBIILT I8
Hamiiton 8,424,683 j:,m 655 ss,&sv,:ea J3:0%
Harper 52484088 37,086,412, " 0.8%
‘Haivey' $28338677 55,008,599
Finskall: . . B14;209,605
; $3.901.400 - L EERYEN)
£8.182,370. 34
$14,391,683
$4,588,46).
SE69.928515 : snw*s 731
15,&73550 8- 1814716334 13,
SHAOMT  BIN 1354, o;s
3EIWIE. 02H 7
§16308328 33 Woadsen : .;3,:5_.52053
B cE A T 71 Wynudotts $137,034,382
339633 Tl
£ TE07 HULTE AN
513,000,348 sl Xin “Fotz

Anvui] Répeit

6%

Kansas Dépuitment 6f Recsine
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Appendix F:

To hl Aanount State Sales Tax Celiections h) County
5.5% state sales tsxyate:

‘Pereant.

$5,983,899 542859 463
2,808,508 - 63 $153.9% 68"
: $7,520,066 46 $436.35 4
Barbar’ &639 3 72484 s} $535.08 33
Bazton $17,328.G45 i) $575.88 2
Bowhen 36,016,045 45 542168 47

" Browm $3.41L718 62 $384.43 55
Buifer 524,082,083 sz:,zss 541 3 $410.3% 53

" Chaze - $763,031 5;39 $345.53 () ST g5+
Chautauqua §927,746 523168 g $204.23 183,
Charakes ; 93{; 445 $22830 53 373693 97

 Cheyerna : ' $330.49 13 $250.56 3.
Chuk TH 2 772 347,34 33 $261353 50
Clay iz;;:nx_,s 75 338852 st $384.54 54
Cloud §5,676,601 451655 23 $380.49 18
Cofey . : 3 5}9" 13 §2 $41173 50
Comanchs ss.r;s 504 42 SA3035 a1
Cowley $14713.853 $14,331 251 44 - S41467 43
Crawford 318,161,631 §18,058.208 547258 3z $457.66 b
Dacatur $843318 $ $356.32 86 s*ss 08 7.

" Dickinzon: 18, I8L375. $hase 45 39
Doziphan; $1,593,338 1 ’ j1:3 23
Douglss’ 560,944,886, $8LI54:030 1€ 15
Edwards $513,729 4965484 700 83 81
Elk . 96,627, £230,908 SI5L 5, 8 28

CEs §22,345, 200 5014, $839.67 3 3

~Ellswerth $1.953,984 §367.86 . T 75-
“Finney U$9s768.138 *§632.23 12 13

“Ford- $13,371,661 Is 17

" Frankbn $12,309,209 18- 33
Geary - -8§13,287,102 7 20
Gote $1; 319,314 4 33
Graham 3 3%, av: T38%, 37 35
Grant $4373,753 3% 17: 2
Gray 31, 2‘5'299; 43% 77, 79
Gragley '$j¢¢.32 36" 32
Graznwood 2, . §269.72 85 85
Hainilton, $511315 $34183 65 65

- Hiuper $2,767,218 $445:39 36 $484272 32
Haurcey §l6300.923 586,83 hii 548834 33
Haskell FLAGT IS 333110 €8~ 535102 &

- Bodgeniai 438,620 $202:98 ot $330.21 39
Jacksén " 35,030,956 $387.1% 5% 541351 49-
Jafferson, $3.607.695 sz 576,718 1§191.92 14 §310.34 164

Tewell 5650301 5778847 201,68 102, 512739 16t

- Jekmsefif $H3L171L197 E . 388624 1 $500.14 2

- Keami 1,038,303 $226.16 H SBTW 96,

“Eingman $2ETR Y 43193 1: 7 B 535;‘39' 65

‘Kiowa $1.245,994 11354009 % 38 $448.77 42-

- Lahéite $3.376,667 35,584,143 D% $355: 11 357 8385, 58

“Larie $578,891 e 8.5%. ' ¥ 76 78"

" Leavenworth §14516,571 £25,756,463 5.1% 64 $355.56 §7
Lincola 3837,338 $796,683 18% 33 §233.23 55

- Ling’ 12,529,730 $ra81 1,8% 9 '§247.38 3

Logaist $1.371,573 sz,am 313 -3.1%: 30 5450.28 38
Lyoit $187533¢ 2175 25% bk §538.03 25

i 13761335 % i [3] 336112 30

‘MaTzhall F4615,909 B ‘5,433.93 39 $468.38 3¢

Anncal Repori . 34 Kansus Depariment of Bévenue
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Appendix F (Continued):

Total Amount State Sales Tax Colfectiony by County
3.3%) ntate malen tax rate,”
FY2005
Comnty, BE Rank®
. McPhsizon i:l 6,873,445 19
Feade " $1;337.041 B4
Wizmi: $13.468 -4
" Mitchall $3:628 368 2
- Montzomes: ‘817,795,594 27
HMorris 32114457 t 0.
Iozten 31570824 $1.562,39G 31 547784 3
Wamahs- [ERFTNEY] 33.073,915 £0 $390.12 EH]
Heoth ‘ $8.554.636 18 $507.08: 1%
- Masz 3,087,836 14 $ETLES: 11
Blofton 8. 58 - $387.10 6
Osage - B4 $243.17 83
Osbome. 51 £390:6% ki
-Dttawa - $1,390,303 05 $223.1% 162
" Piwnss 33485708 $IELOG 55- $1658% 62
Fhilkips $2,245.366 . $402.43 B 5%
Fafrawdtomia $17,673,868 5% $870.34 2 1
Pratt, 6844213 13 §717.06 5 7
Rawling $771,788 8% 523650 57 88
Remo . 140,406,358 1.4% $623.98 13 S634.56 14
Repubfic SLTEEEID “$2.883.930 £7% $33248 67 $350.63 &
Rien $3,200.389: $3331338 106% $30828 7 §336.39 72
Filey $27,207.547 $30.642.438 7.6% SH4803 350 ‘ 35
Fooks 32024 670 435 1% S310.68 43 L
Fush $783373! 94,178 Lg% £21803 95 160
Ruzsell 33,184,471, ; 547 7.8% 346103 33 30
Saliue 343.408,105 $44,702 074 1.6% "$811.33 i 4
Teont 3 32,830,495 3% 305,53 8 Rk
Sedzwick 371302 (3 §
Zeward 465983 ] 10
Shizwriee $709:60 7 3
Shaiidsa SWLE3 &6 $339.89 64
Shermais $690.41 0. §717.50 9
Spmith §336.66 7 $338.16 73
- Stafford - ; §318.54 R $336.89 T
“Staton 4803 “SIEREL 7® $300.34 77
Stevens $2.238,005 [SATETE bk $duagr 52
Sumiér’ 3 $783.40 £0. $190.37 82
Themas- T84 8 §738.47 3
Trego 5t 567 $406.83 L [NEERT KL
“Vizhaunses : 31,252,368 0% S70.65 105 $I91:50 163
Wallaea 8497 748 $346,27% 9.8% $307.06 s §34597 70
Washington’ $1.487.707 31,607,813 g1 §242.63 H $263.28 88
T $894.988 79,831 -§28382 o §335.95. 7
7 12826720 “$3,044.753 Bt 538043 82 $306.1% 78
“Wobdiof L. 583878 392688 1.5% §231:00 95 $260:87 51
Wyandotts 575,673,410 $83,168,151 L85 $3671E 23 §53147 26
“Total Counties  SEEITIILINR $1718 308775 550494 $625.63
Miscellaseotis Cod7Ta0nIs. 36.380.263 , ' '
Grand Toft $1,634,355.933. $1.717,789,038 3.3%
+Dogulation onsed uppn Hzuses ceifiad 0 e Sarvatary of Stata by e Dipteion oF the Fedget or: July 1, 2063,
‘Figures might not 43 from rouwnding
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