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MINUTES OF THE SENATE ASSESSMENT AND TAXATION COMMITTEE.

The meeting was called to order by Chairperson David Corbin at 11:00 am. on February 7, 2001, in Room
519-S of the Capital.

All members were present except: Senator Jenkins - Excused

Committee staff present: Chris Courtwright, Legidative Research Department
April Holman, Legidative Research Department
Don Hayward, Revisor of Statutes Office
Shirley Higgins, Committee Secretary

Conferees appearing before the committee:  Janet Stubbs, Kansas Building Industry Association
Karen France, Kansas Association of Redtors
Erik Sartorius, K.C. Regional Association of Redltors
Don Maler, League of Kansas Municipdities
Bart Budetti, Assstant City Attorney, Overland Park
Jane Neff-Brain, Assgtant City Attorney, Overland Park
David Ped, Johnson County Planning Department
Mike Taylor, City of Wichita
Tim Howison, Re/Max Redtors, Sdina
Stan Byquigt, Sdlina devel oper
Robert Taggert, Topekarea estate appraiser
Lonie Addis, Kansas County Commissioners Association

Others attending: See attached list.

The minutes of the February 5, 2001, meeting were approved.

SB 91-FEnacting the city and county development activity excise tax act.

Janet Stubbs, Kansas Building Industry Association, testified insupport of SB 91. (Attachment 1) Before beginning
her testimony, she distributed copies of written testimony in support of SB 91 submitted by Representative Doug
Patterson, who was unable to attend the meeting, (Attachment 2) and Tim Underwood, Executive Vice Presdent
of the Home Builders Associationof Greater Kansas City (Attachment 3). Ms. Stubbs went on to say that SB 91
was introduced in response to the implementation of an excise tax in the City of Derby, which the voters recently
repealed by a vote of 58 percent to 42 percent. She emphasized that SB 91 is not an attempt to prohibit
implementation of an excise tax by local units of government or to repeal those currently in effect, but rather, it is
intended to establishguiddineswhichgovernment must followto enact afar and equitable excise tax on one ssgment
of the business community thereby increasing the cost of housing and making it less affordable. She noted that the
process is complex and should be calculated individudly per city due to varying policies from city to city.

Ms. Stubbs followed with an explanation of the guiddines and requirementswhich SB 91 isintended to establish.
She expressed support of home rule and the making of informed, responsible decisons by local unitsof government.
She agreed that, if acity conductsafar and accurate study whichprovesthat new development is not shown to pay
its way under the proposed method of caculation, animpact fee should be charged by the locd unit of government.
She emphasized that her association does not want the city at large to bear the burden of the new devel opment, but
a the sametime, it does not believeit isfair for new development to be required to fund the city’ s genera revenue
fund.
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Ms. Stubbs contended that new congtruction and new development more thanpaysitsway inadty. Shenoted that
in the Derby case, a study done by the City Manager showed that new resdentiad development done generated
goproximately five and one-hadf times more revenue to the city than the cost to provide needed services. In
conclusion, she listed arguments by opponentsto the hill and responded to each.  She urged the Committee to pass
the bill in the interest of iminating the opportunity for loca units of government to “tax without representation.”

Karen France, Kansas Association of Redtors (KAR), testified in support of SB 91. She noted that the hill
addresses accountability and rule makinginthe excisetax process. She stated that the 2001 KAR Legidative Policy
dates,” Impact and excise fees should not hamper or deter development in Kansas communities, and governments
should limit use of fees to the provision of public capital improvements necessitated by new development, not to
correct exiding deficiencies. Furthermore, the imposition of any fees should be accompanied by an ordinance
oefining the leve of service to be provided in exchange for suchfees.” Ms. France pointed out that both the Kansas
Court of Apped's and the Kansas Supreme Court recognize that the Legidaure has the ability to place limitations
on home rule authority. She caled attentionto anarticle titled “ Comprehensive Infrastructure Financing Strategies’
whichappeared inthe Kansas Gover nment Journal inMay of 1998, noting that the authors discussthe diginctions
between an impact fee and anexcisetax. In concluson, she said, “Wethink it is reasonable to have rules for cities
and counties to play by when utilizing an excisetax.” (Attachment 4)

Erik Sartorius, Kansas City Regiond Association of Redtors, testified in support of SB 91. He maintained that
current governance of excise taxes is lacking because municipaities and counties are not required to conduct the
same andyss when levying an excise tax asthey are whenimposing animpact fee, and fundsfrom excise taxes can
be placed in the generd fund of the city or county but are not spent specificaly to benefit the people on whom the
tax waslevied. He believes that the hill offers common sense rules for the impaosition of an excise tax, including a
comparison of the benefits and costs of current residents and the benefits and costs in new growth areas. He
reasoned, without aguaranteethat anew areawill recaive the benefits of the excisetax levied agangt it, new housng
will beless affordable. (Attachment 5)

Don Moler, League of Kansas Municipdities, testified in strong opposition to SB 91 on the ground that it will
adversgly impact condtitutiond homerule. He commented that, on itsface, SB 91 appearsto grant citiesthe ability
to levy anexcise tax; however, nothing could be further from the truth as it redtricts the ability of citiesto operatein
thisarea. In addition, he said the bill is unnecessary because cities currently have the ability to impose an excise tax
on real estate developments in Kansas.  In his opinion, the underlying motive for the bill is to make it virtudly
impossible for citiesto levy excise taxes, in the nature of impact fees, on developers in the state.  (Attachment 6)
Withregard to the Situation in Derby previoudy discussed, Mr. Moler pointed out that public’s voteto remove the
excisetax provesthat the system currently in placeworks. Inaddition, he pointed out that citieswhich levy anexcise
tax useit to improve such things as arterid streets and services necessitated by the fact that many new homes are
being built inthe area. Mr. Moler dso distributed copies of writtentestimony in opposition to SB 91 submitted by
Randy Allen, Kansas Association of Counties. (Attachment 7)

Bart Budetti, Asssiant City Attorney for the City of Overland Park, followed with further testimony in opposition
to SB 91. The written testimony he submitted is dso Sgned by Jane Neff-Brain, also an Assstant City Attorney for
the City of Overland Park. Mr. Budetti noted that the testimony includes comments from testimony presented last
year inoppositionto asmilar bill and that a copy of the study by Dr. Mark Dotzour addressing the ongoing debate
about the necessity of imposing impact fees in loca communities was also attached to the tetimony. He caled
atentionto the conclusonsectionof Dr. Dotzour’ s study inwhichhe admitsthat, inthe five subdivisons studied, one
did represent a net cost to the city because the city did not require the devel oper to pay for the costs of widening the
arterid street that supports that subdivison. In thisregard, Mr. Budetti explained that, inthe City of Overland Park,
the excise tax has been committed to the improvement of the arteria streets that service the various subdivisons.
Hewent onto say that one of his key points of oppaogtion to the bill is the question of home rule. He observed that
thereisaprincipa involved in terms of letting loca governments ded with an issue first. He contended that, unless
there is ademongtrated record of abuse or irresponsible activity by loca governments, the Legidature should not
exerciseits power to limit homerule. (Attachment 8)
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Jane Neff-Brain, Assgant City Attorney for the City of Overland Park, followed withfurther tetimony inopposition
to SB 91. Inregard to the proponents contention that low and moderate income individuals are forced to live on
the fringe of the city because the excise tax makesit too costly to own ahomeinthe dity, sheinformed the Committee
that inthe heart of Overland Park includes lower and moderate income housing, and she believes thoseindividuas
would much prefer an excise tax, where at least part of the thoroughfares that are being constructed for new
development are paid for by the new development, rather than being paid for from the city generd revenues. She
distributed a handout regarding the specific formula used to ca culate the excisetax rate, whichisbased upona cost
per square foot of development. Also included in the handout was a chart regarding the cost to construct severa
thoroughfares in Overland Park. She noted that statistics show that the development communities pay a small
percentage of the overal cost of thoroughfaresin the city. Her hand out aso included acomparison of several cities
inJohnson County withregard to the overdl and tota feesthat would be paid based ona$175,000 for snglefamily
resdentid development. She pointed out that Leawood has an impact fee, and its overdl charges are greater than
Overland Park, based on an 18 cent excise tax. (Attachment 9)

David Pedl, Johnson County Planning Office, testified in oppodtion to SB 91. He stated that the bill purportsto be
acity and county development activity excisetax act; however it reads like an impact fee act, not like an excise tax
act. He sad impact fees and excise taxes involve very different procedures and should not be interchanged. He
explained that the purpose of animpact fee is to regulate, whereas the purpose of an excisetax isto raise revenue.
He believes the hill would establish extensve and complicated requirements to adopt and administer an excise tax,
and the cogt, dong with the fear of litigation, could cause many communitiesnot to use excise taxes or impact fees.
Asaresult, roads and other need infrastructure may not be built. (Attachment 10)

Mike Taylor, representing the City of Wichita, gave find testimony inoppositionto SB 91. At the outset, he noted
that Wichita does not use the development activity excise taxes addressed in the hill, but instead uses specid
assessment taxes to hep devel opers make the construction of new subdivisons more affordable. He explained that
his oppositionisrelated to aconcernreating to Wichital sone-time water trestment plant equity feewhichis charged
to any new home or business hooking up to the City of Wichitawater system for the firs time. The city attorneys
fed that the broad language in the bill could have an unintended consequence of effecting the water system plant
equity fees, therefore, he suggested that the bill be amended. In addition, he said that he opposes the bill because
it is clearly another attempt to redtrict the decisions made by locdly elected officids. (Attachment 11) With this,
the hearing on SB 91 was closed.

Written testimony in oppositionto SB 91 submitted by Tom Kaeko, Assstant City Adminigrator for the City of
Lenexa, had been didtributed to committee members. (Attachment 12)

SB 92—Property taxation; deter mination of fair market value.

In the interest of saving time, Janet Stubbs, Kansas Building Industry Association, asked that the Committee to
review her writtentestimony insupport of SB 92, which was requested due to a problem Saline County brought to
the attention of Rep. Carol Beggs and the Association last spring. Her testimony indicates that the appraiser for
Sine County was adding the debt of the specid assessments on each lot to the sdle price of each lot to arrive at a
“far market vaue’ determination for purposes of taxation. Although the Board of Tax Appeds (BOTA) was not
persuaded by the county’s argument that the fair market vaue includes the specid assessments, efforts to get a
directive fromthe Property Vauation Division establishing the BOTA opinion as the correct method of apprai sal of
gangle vacant lots not used in agriculture has not been successful, and the Sdine County appraiser advises he will

continue to vaue property in the same manner urtil he receives a higher court’s opinion to the contrary or until

legidative action istaken. (Attachment 13) In further support of the hill, Ms. Stubbs distributed copies of alega

opinionby Timathy P. O’ Sullivanwith the firm of Husch & Epppenburger, LLC, whichwas prepared inconnection
withasmilar bill, HB 2064. The andyss indicates the proposed amendment to the statute would darify the Satute,

and it would lead to better uniformity in appraisas of red property throughout the state. (Attachment 14)
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Karen France, Kansas Associationof Redltors, testified in support of SB 92 because it will protect taxpayersfrom
having to expend time and money to take their gopedsto BOTA again and again to dispute the way that

acounty appraiser valuesimproved vacant lots. Further, the bill would make it clear, once and for dl, that unpaid
specia assessments should not be included inthe market vaue of avacant lot. She pointed out that the bill codifies
the correct methodology for vauing a particular kind of property, not a particular value arrived at by BOTA.
(Attachment 15) At the conclusion of her testimony, Ms. France introduced Stan Byquist, a Sdinadevel oper, and
Tim Howison, a Sdinaredtor, who support SB 92.

Mr. Howison explained that he has been adevel oper for gpproximately fourteenyearsand areal estate broker with
RE/Max for approximately twenty-three years. Hissaid he owns asubgtantid development in Sdling, and the lots
are currently sold inthe $10,000 to $14,000 range. As specia assessments continue to go up, the pricefor thelots
are reduced just to get them marketed. For example, sevenyearsago, the specid assessments were in the vicinity
of $5,800 to $6,200 in adevelopment in Sdlina. Today, the special assessment is$15,900. In his opinion, adding
the value of the specid assessments over and beyond the sale price of the lots congtitutes double taxation, and it is
cimping the real estate market subgantialy. He noted that the City of Sdina owns the improvements, yet the
developer isliadle for payment. In hisopinion, it is not far to tax the devel opersfor improvementswhichare not yet
paid for.

Mr. Byquig sad he has been in the real estate developer for approximately three years. He said the lots in his
subdivison are sling in the neighborhood of $12,000 to $13,000. The tota cost of the lot to the purchaser,
including the specidls, is approximately $24,000 to $25,000. He feds that the cost of the specids is enough of a
burden on purchasers, and specids, which are consdered as a debt and not a credit, should not be included in
cdculating the vauation for taxation purposes.

For the Committee sinformation, a Topeka rea estate appraiser, Robert Taggert, explained the procedure used in
the vauation of resdentia building Stes in subdivisons. He said that gppraisals are made in conformance to the
uniform standards of professiona appraisal practice and K.S.A. 79-501 and 503(a). Basicaly, the value of a
resdentid Steis determined by the sdes comparison gpproach, which is the adjusment of known sales of amilar
gtesin the subject subdivison adjusted to the subject property. In the gppraiser’s opinion, the market setsthe ste
vadue. If abuilding site in a subdivison has no specia assessments and sdlls for $35,000, and a site in a smilar
subdivisonwithspecial assessments sHIs for $25,000, those sales set abasis of vauingthe sitesinthosesubdivisions.,
If there are sufficient number of Stes that would warrant a discounted cash flow, an appraiser would evidence that
inthe appraisal. The sde price of Sites, plus specid assessments, will generaly exceed the market vaue of siteswith
al theimprovementsin and paid. Appraisers condder the actud sde price of the Stesto be the market vaue.

Lonie Addis, Labette County Commissioners Association, testified in opposition to SB 92. He contended that, if
passed, the hill would create inequities in the Computer Assisted Mass Appraisd Sysem (CAMAYS) and would
curtall a county gppraiser’s performance in creating fair market values for Kansas property. Commissioner Addis
contended that specid assessments have value and must be construed as animprovement indeterminingvalue. He
believesthat legidating the remova of goecid assessments would place redtrictions on gppraisers which will hinder
themfromaccomplishing the measure of fairnessexpected. He urged the Committee not to removeatool appraisers
use to make values equd. (Attachment 16)

Rod Broberg, Kansas Associationof Counties, wasscheduled to testify inoppositionto SB 92. When hewascdled
upon, he declined, stating that he preferred to tetify at a later date when the Committee has more time to discuss
the bill with him. Senator Corbin agreed to reschedule his testimony.

Don Moler, League of Kansas Municipdities, testified in oppositionto SB 92. He bdieves that the bill could have
avery large and unintended impact on property taxes. Hesad passage of the bill would result ina shift of property
tax load from new homes in new subdivisons, which are subject to specid assessments for a period of years, onto
older properties on which there are no existing special assessments. In his opinion, the bill involves an inherent
fairnessissue which cannot be ignored. (Attachment 17)

Withthis, the hearing on SB 92 was continued to February 19, 2001, and the meeting was adjourned at 12:05 p.m.

The next meeting is scheduled for February 8, 2001.
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