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MINUTES OF THE House  COMMITTEE ON _ Taxation &%) é(l a3
The meeting was called to order by _Representative Keith Roe 5t

Chairperson

_2i29___aﬂl®xm(m February 9 19§9h1umnlélg:ﬁ__mﬂtheChpﬂd.

All members were present except:
Representatives Dean, Fuller and Guldner, excused
Representatives Reardon and Vancrum, absent

Committee staff present:

Tom Severn, Research

Chris Courtwright, Research

Don Hayward, Revisor's Office
Lenore Olson, Committee Secretary

Conferees appearing before the committee:

Representative Debara Schauf

Harold Warner, Jr. - Homebuilders Ass'n of Kansas
Bev Bradley - Kansas Ass'n of Counties

Ernie Mosher - League of Kansas Municipalities

Representative Schauf testified in support of HB 2092, requesting the
Committee to consider her explanation of the bill and the inequities
she feels have been dealt to the homebuilders industry. (Attachment 1)

Gerald Warner, Jr. testified in support of HB 2092, stating that his
organization believes the fiscal impact will be minimal and well
justified when consideration is given to the January 1, 1989,
removal of other inventories. (Attachment 2)

Bev Bradley testified in opposition of HB 2092, stating that if this
bill were to be passed, vacant commercial buildings, and vacant
warehouses would be next in line. (Attachment 3)

Ernie Mosher testified in opposition to HB 2092, stating they
generally oppose the granting of state tax exemptions to private
property, unless the state also provides funds with similar growth
potential to replace the loss of local tax revenue, from sources
not now used by cities. (Attachment 4)

Chairman Roe concluded the hearing on HB 2092.
The minutes of February 8, 1989, were approved.

The meeting adjourned.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

editing or corrections. Page L Of _l_
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HOUSE BILL 2092
FE: EXEMFTION OF HOMERUILDERS INVENTORY
ME CHATEMAN aND MEMBERS OF THE COMMITTEE:

L AFPRECIATE THE OFFORTUNITY TO AFPEAR BEFORE YOUR COMMITTEE TODAY ON
BEHALF  OF AN INDUSTRY IN WHICH I HAVE BEEN INVOLVED FOR MANY YEARS.
YOU  MAY  BE AWARE OF MY CONNECTION TO THE REAL ESTATE INDUSTRY, BUT I
HAVE  ALB0O  EBEEN A RESBIDENTIAL HOMERUILDER OFERATING MY OWN COMEANY
SINZE T WaAB 16 YEARS OLD. AL THOUGEM  NEITHER MYSELLF OR ANY OF MY
FaMILY I8  NOW  INVOLVED  IN  THE CONSTRUCTION BUSINESS 1 AM VERY

INTERESTED IN THE FUTURE OF THE INDUSTRY.

OVEER  THE  YE&RE 1 HAVE SEEN MANY CHANGES, SOME ECONOMIC, SOME IN CODE
FESTRICTIONS, AND  S0ME DUE TO THE IMFPACT OF LEGISLATION ROTH FEDERAL
AND - BTATE  ON THIS INDUSTREY. IT I ONE OF THE LESISLATIVE CHANGES I

WIGH TO ADDRESS TODAY.

WHILE 1T BELIEVE THE CITIZENS OF OQURE STATE WOULD MAVE BEEN BETTER

SERVED RBY

Y TAXING STRUCTURE WHICH REGUIRED ALl FEQRFLE TO FAY & FALR

BHARE  OF THE TAXES NECESSARY TO SUFFORT ALL LEVELS OF GOVERNMENT, YOU
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ARE  ALL  AWARE  THAT  RECENT CHANGES IN THE LAW HAVE MADE & NUMBER OF
EXCEFTIONS. WITH THE FASSAEE OF THE CLASSIFICATION AMENDMENT TO THE
BTATE  CONSTITUTION THE  INVENTORY OF MERCHANTS AND MANUFAZTURERS HAS
BEEN  ELIMINATED, AND THE TAXING RATE FOR VARIOUS CLASSES OF FROFERETY
HAS  BEEN  ALTERED DRAMATICALLY. WHILE T FEEL THAT THE SFECULATIVE
CONSTRUCTION OF A HOMEBUILDER TECHNICALLY  MEETS THE DEFINITION OF
INVENTORY,  THAT WAS NOT THE LEGISLATIVE INTENT IN THE AMENDMENT  THE

VOTERS ACCERTED.

ONE OF  THE  IMFACTS  ON THIS INDUSTEY FROM THE EXCERTION 19 THAT THE
LARGEST  SOURCE  OF COMPETITION FOR THE MIDDLE INCOME HOMERUILDER, THE
MOEILE  AND  MANUFACTURING  INDUSTRY HAS AN UNFAIRE ADVANTAGE OVER THE
HOMERUIL.DERS. AT LEAST  IN MY AREA IT IS5 NOT MY EXFERIENCE THAT THE
HIGHER FPRICE RANGE BUILDERS ARE ABLE TO FPARTICIFATE TO A LARGE DEGREE
IN G SPECULATIVE  CONSTRUCTION  DUE TO THE HIGH COST OF MATERIALS, [.0AN
FEES, INTEREST, AND  TAXES THAT ACCUMULATE DN UNSOLD HOMES HELD FOR
FESALE. HOMERUILDERS THAT  BUILD IN  THE $50,000 TQ $70,000 RANGE
TYFICALLY  FIND THEIR BEST MARKET IS IN THE IMMEDIATE AVATLARILITY FOR
A BUYER  OF  ONE  TO  THREE HOMES WHICH ARE COMPLETE OR NEAR COMPLETE
WHEN A RBUYER I8 SEARCHING FOR A MEW HOME IN THE AREA. THEY ARE NOW
AT A COMPETITIVE  DISADVANTAGE  WITH THE MORILE AND MODUL AR INDUSTRY
WHO  ARE  ABLE  TO  INVENTORY A DOZEN OF MORE HOMES TO RE FERMANENTLY

DELIVERED AND INSTALLED ON AVAILAELE LLOTS AT THE TIME 0OF FURIZHASE.
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HOUSE  BILL  209% WAS DREAFTED AS A VEHICLE TO CORRECT THIS INEQUITY.
A5 THE  RILL I8 DRAFTED THE EXEMPTION I8 NOT AUTOMATICALLY GRANTED,
THE  EBUILDER WOULD HAVE TO FILE FOR THE EXEMFTION UNDER THE FROCEDURES
ESTARLISHED IN 73-213 OF EANSAS STATUTES. A HOME IN ORDER TO QUALIFY
WOULD  HAVE TD RE 100 % COMFLETE A8 OF JANUARY 1 OF THE TaX YEAR AS
FARTIAL  ASSESSMENTS  ARE  NOT  LUSED. A CHECE WITH THE HOMERUILDERS
ABBOCTIATIONS  ACROSBS  THE  STATE HAS INDICATED THAT THERE ARE ACTUALLY
NMOT A LOT OF HOMES WHICH WOULD  QUALIFY FOR THE EXEMETION DUE TO THIS
RECQUIREMENT. CUREEENTLY  IN  WICHITA THERE ARE AFFROXIMATELY 76 HOMES
COMPLETED, UNSOLD, AND PFOTENTIALLY ELIGIRLE FOR THIS DEDUCTION. IN
DODGE  CITY  THERE IS ONE HOME, MANHATTEN HAS 37 HOMES AT THIS TIME,
ONLY  8IX  OF WHICH HAVE BEEN AVAILABLE FOR & FULL YEAR. HUTCHINSON
HaS  ONE  HOME, AND TOFEEA HAS 322 HOMES, <4 OF WHICH HAVE BEEN ON THE

MAREET FOR & FULL YEAR.

HOMES  CONSTRUCTED  AS  MODEL  HOMES  AND HAVE SALES OFFICES WOULD NOT
BUALLTIFY,  NOR  WOULD HOMES  WHICH  ARE LEASED, OF OTHERWISE PRODUCTNG
SOME  SORT  OF  INZOME. IT IS ALSO MY BELIEF THAT HOMES WHICH aARE
LOMPLETED  AND CURRENTLY UNDER CONTRAZT TO A BUYER WOULD NOT BE EXEMET
AB A CONTRACTUAL ARREANSEMENT EXISTS WHICH WILL FPRODUCE AN INCOME FOR

THE RUILDER.,

A COMMUNICATION I RECEIVED FROM THE DEFARTMENT OF FROFERTY VALUATION
FAISED  SEVERAL  QUESTIONS ARDUT MY BILL, & COURLE OF WHICH I WOULD

LIKE TO ADDEESS SFECIFICALLY. ...



1 THEY  WERE  CONCERNED  ABOUT & FROVISION TO NOTIFY THE
AFFRATSER  OF  THE STATUS OF THE FROFERTY IN QUESTION. I BELIEVE THAT
THE  REGQUIREMENT  THAT THE EXEMFTION RE AFFLIED FOR UNDER 79-2179 WOULD
ADDEESS THIS  ZONCZERN, IT I8 ALS0 LOGICAL THAT THE AFFEAISER WOULD
ENOW  IF  THE HOME I8 ACTUALLY  B0OLD  BECAUSE AT THE TIME OF A DEED
TRANSFER  THEY RECEIVE A CERTIFICATE  OF VALUE IN THEIR OFFICE. IN
FacT, I HAVE NO ORJECTION IF & METHOD OF ADDING THE HOMES TOD THE TAX
ROLLS  COULD BE DEVISED WHICH WOULD ALLOW THE REMOVAL OF THE EXEMFTION
AT THE  TIME THE HOME I8 S0LD S0 THAT THE AFFROFREIATE TAXES COULD RE

COLLECTED.

. THEY  QUESTIONED THE CONSTITUTIONALITY OF AN EXEMFTION RASED
ON  OWNERSHIF  aND  NOT ON USE, HOWEVER I FEEL THE EXEMFTION WOULD Bz
BABED  UFON  USE. IT DOESN'T EEALLY MATTER WHO OWNS THE FROFERTY, IF
T I8 COMPLETE, UNSOLD, FRODUCING NO INCOME, NEVER QCCURIED AND NOT
RENTED OF  LEASED IT COULD  BE  EXEMPT  REGARDLESS  OF WHO OWNS THE
FROFERTY  IF  THE STATUATORY BEEQUIREMENTS FOR EXEMETION WERE MET AND

THE EXEMPTION WAS GRANTED BY THE FROFER ASENCY.

THE  EXEMPTION A8 REQUESTED WOULD BE ON THE IMPROVEMENTS ADDED TO THE
LOT  ONLY,  THERE IS NO  MENTION OF AN EXEMPTION OF THE LAND VAaLUE,

THIS  WaS  INTENTIONAL, AS THE VALUE OF THE LAND HAS NEVER BEEN EXEMFT

OF  SURJECT  TO A DIFFERENT TAXING FROCESS THAN WE ARE CONSIDERING AT
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THIS  TIME. I WOULD ALSBO FOINT OQUT THAT THE SFECIAL ABSESSMENT TAXES

IF ANY WOULD &T NO TIME BE INCLUDED IN AN EXEMFTION.

ING ZONCLUSION T WOULD  ASE  THAT YOU CONSIDER MY EXFLANATION OF THE
EILL A8 T INTEND IT TO WORK, AND THE INEQUITIES I FEEL HAVE BEEN
DEALT TO  THIS INDUSTRY a5 YOU LISTEN TO THE REST OF THE TESTIMONY
THIS  MORNIMG, WHILE I DO BELIEVE THAT WE WOULD ALL BE BETTER SERVED
[F NO  EXEMRFTIONS HAD  BEEN  MADE FOR ELIMINATION OF FROFPERTY TAXES,
THOSE  EXEMPTIONS HAVE  BEEN GRANTED, MANMY IN A FURELY POLITICAL WAY.
@5 A RESULT OF THOSE EXEMFTIONS, THIS INDUSTEY HAS BECOME UNFAIRLY A
TARGET  OF INCREABED COMFETITION WHICH COULD HAVE aN EFFECT ON THE

AVATLABILITY OF AFFORDARLE HOMES FOR EANSAS CITIZENSG.

THANE.  YOU  FOR THE  OFFORTUNITY  TO SHARE MY CONCERNS AND 1 WOULD RBE

HAFFY T STAND FOR QUESTIONS.
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OF
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FEBRUARY 9, 1989

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

My name is Harold Warner, Jr., a home builder and developer
from Valley Center, Kansas., I am appearing bhefore you today
in support of HB 2092.

It is my understanding that this legislation would exempt
from taxation the builder's inventory, the unsold and never
occupied structure which is available for sale and is not
producing income.

Under Classification, manufacturered housing inventory, as
well as other merchant's and manufacturer's inventories,
were exempted from taxation. It has been stated that our
product is the only manufacturing process which does not
have inventory exemption available for the finished product.

In the past, the Legislature has attempted to obtain equity
in their taxation of manufactured and stick built housing
and we ask that you consider HB 2092 in this manner.

I am sure there will be concern expressed by units of
government regarding the loss of revenue while having to
maintain the services. However, we helieve that unoccupied
structures will not utilize the neighborhood parks and
schools nor police and fire services anymore than other
manufacturer's inventory.

It is beneficial to a builder to have site built housing
available for sale in order to compete with factory built
units. As an element of economic development, it is an
advantage Kansas should have,

We believe the fiscal impact will be minimal and well
justified when consideration is given to the January 1,
1989, removal of other inventories.,

Again, we ask that you give favorable consideration to HB
2092 in order to permit equity with manufactured housing.
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February 9, 1989

To: Representative Keith Roe, Chairman
Members of the House Taxation Committee

From: Bev Bradley, Legislative Coordinator
Kansas Association of Counties

Re: HB-2092 exempting certain residential real property

Thank you Mr. Chairman and members of the committee for

allowing me to come before you today in gpposition to HB-2092.

The Kansas Association of Counties has a convention adopted
legislative policy statement which says in part "The Kansas
Association of Counties supports the preservation of the property
tax base for local governments and strongly apposes further
erosion of that base by the granting of additional constitutional
or statutory exemptions or the elimination of other revenue

4

sources for local governments."
Our question is where do the exemptions stop? If this were to
be passed, we would anticipate that vacant office space, vacant

commercial buildings, and vacant warehouses would be next in line.

We see this as an administration nightmare at the local level.

Would the appraiser need to be following moving trucks to see the

exact date the home became occupied? /ypf’
2/7
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Speculative building is, in our opinion, the cost of doing
business in the congtruction industry. When the homes are built
the person understands there is a risk involved and that it might

be some time before they are sold and occupied.

Mr. chairman we all know that reappraisal is reaching its
final §tages for the first phase. Many exemptions have already
been granted over the years. Let's see how the system that we
have in place, works. The Kansas Association of Counties
supports a broad tax base upon which to levy taxes to support
county government. We would appose any further narrowing of the

tax base. We appose HB 2092.

3D
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League Municipal
of Kansas Legislative
Municipalities Testimony

An Instrumentality of its Member Kansas Citles. 112 West Seventh Street, Topeka, Kansas 66603 Area 913-354-9565

TO: House Committee on Taxation
FROM: E.A. Mosher, Executive Director
RE: HB 2092 -- Tax Exemption of Certain Residential Property

DATE: February 9, 1989

As in the past, the League opposes property tax exemption bills like HB
2092. Our convention-adopted Statement of Municipal Policy provides: "We
generally oppose the granting of state tax exemptions to private property,
unless the state also provides funds with similar growth potential to replace

the loss of local tax revenue, from sources not now used by cities".

It has long been the rule in Kansas that the taxability and valuation of
an improvement on real estate is determined by its existence as of January
1. A change of the ownership and/or use of the improvement after January

1 is immaterial. We think this basic rule should be continued.

Arguably, there may be a perceived inequity in the taxation of a
"stick-built" home on a lot compared to a manufactured home still within the
tax exempt inventory of a manufacturer or dealer. However, there is a real
difference between the two '"structures" -- one is real estate and one is not.
We think it important that the legal requirements and practice of assessing

and taxing real estate improvements be continued.
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