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MINUTES OF THE _SENATE  COMMITTEE ON _ASSESSMENT AND TAXATTON

The meeting was called to order by Senator Dan Thiessen : at
Chairperson

_11:00  am./x8K on _Wednesday, February 19 1992 in room _519=g  of the Capitol.

All members were present except:

Senator Janis Lee (Excused)

Senator Jack Steineger (Excused)
GOTPiEEs SR BB orrice

Don Hayward, Revisors' Office

Chris Courtwright, Research Department
Tom Severn, Research Department

Marion Anzek, Committee Secretary

Conferees appearing before the committee:

Larry Clark, President-KS County Appraisers Associlation

Beverly Bradley, Deputy Director, KS Association of Counties

James S. Maag, Senior Vice Pres. - KS Bankers Association

Karen France, Director-Governmental Affairs, KS Association of Realtors

Chairman Dan Thiessen called the meeting to order at 11:07 a.m. and said the agenda today,
is a hearing on SB579, SB580 and SB581 recognizing Larry Clark, President-KS County
Appraisers Association.

SB579:Appointment of County Appraisers, terms abolished.
The following conferees are proponents of SB579.

Larry Clark, said SB579 is an attempt to remove the requirement for a four year appointment

of county appraisers. He said, they propose through this bill that county appraisers
be appointed by the respective county commissions and retained as long as they perform
their duties in a satisfactory manner. (ATTACHMENT 1)

After committee discussion on the bill regarding updating the bill to make it more clear
on gualifications of the appraisers, it was pointed out by a committee member that lines
23 through 28 could not be more clear and after discussion on this Chairman Thiessen
concluded the hearing on SB579 and turned attention to SB580.

SB580:Property tax, change of valuation notice, maintenance of
valuation listings.

The following conferees are proponents of SB580.

Larry Clark, said SB580 would eliminate the current requirement to report the value of
properties in terms of a breakdown of the land and buildings. He said the legislature
has indicated its support for the use of the income approach in the valuation of commercial
property, and he said, the preferred method of wvaluing residential property is the market
or comparative sales approach. He said, in either of these approaches the estimate
provided is for the total property and the State Board of Tax Appeals has recognized that
the breakdown between land and improvements when these estimates are used is purely
artificial. (ATTACHMENT 2)

Chairman Thiessen turned attention to SB581.

SB58l:Real Estate sales validation questionnaire open to public
inspection.

The following conferees are proponents of SB581.

Larry Clark said the purpose of the amendment to K.S.A. 79-1437c is to make the sales
validation guestionnaire available to the general public. He said the proposal arose
out of the Kansas County Appraisers Associations' desire to treat all property owners
fairly and not force them to appeal in corder to gain basic information. (ATTACHMENT 3)

Unless specifically noted, the individual remarks recorded herein have not
been transeribed verbatim, Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 1

editing or corrections. Page Of 2




CONTINUATION SHEET

MINUTES OF THE _ SENATE COMMITTEE ON _ ASSESSMENT AND TAXATION

room 319-S  Statehouse, at 11:00  am./gsx on _ Wednesday, February 19 1992

Chairman Theissen recognized Beverly Bradley, Deputy Director, KS Association of Counties.

Beverly Bradley said they have a convention adopted peolicy which states, "In order to
avoid unnecessary appeals and in the interest of assisting taxpayers fully, the KAC urges
the legislature to make the sales validation gquestionnaire an open public record which
can be given to an interested taxpayer without additional verification and appeal".
(ATTACHMENT 4)

Chairman Dan Thiessen recognized James S. Maag, Senior Vice President, KS Bankers
Association.

James S. Maag said SB581 would require that information contained in real estate sales
validation gquestionnaires which are filed with the Registers of Deeds office be made
available to the public.

He said, this information is vital to banks which are doing in-house appraisals and
plan to continue such appraisals even after the implementation of the new federal law
relating to appraisals (Title X1 of FIRREA) on January 1, 1993.

He said, while SB581 is a step in the right direction, they would urge the committee
to either eliminate the provision which allows destruction of the gquestionnaires after
2 years or expand the bill to include similar language in K.S.A. 79-1437f. He said, this
would assure that the information contained in the guestionnaires would be availabe for
a longer period of time.

He urged the committees support for SB581l. (ATTACHMENT 5)

Chairman Dan Thiessen recognized Karen France, Director-Governmental Affairs, KS
Association of Realtors.

Karen France testifying in opposition of SB581 said they oppose the bill because it goes
far beyond clarifying access for taxpayers who have a genuine need to know and actually
serves as an invasion of privacy for property owners across the state.

She said, they oppose making the sales information a public record on the basis of
privacy. (ATTACHMENT 6)

Chairman Dan Thiessen concluded the hearing on SB581 and adjourned the meeting at 12:02
p.m.
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EXECUTIVE COMMITTEE
OFFICERS

LARRY CLARK
President
Wyandotte County Courthouse
Kansas City, Kansas 66101
913-573-2895

SAM SCHMIDT
President Elect
Riley County Courthouse
Manhattan, Kansas 66502
913-537-6310

MARK NIEHAUS
Vice President
Graham County Courthouse
Hill City, Kansas 67642
913-674-2196

MARK LOW
Past President
Meade County Courthouse
Meade, Kansas 67864
316-873-2206

EXECUTIVE COMMITTEE
BOARD MEMBERS

GARY SMITH
{Northeast Region)
Shawnee County Courthouse
Topeka, Kansas 66603
913-291-4103

JOE FRITZ
(Southeast Region)
Coffey County Courthouse
Burlington, Kansas 66839
316-364-2277

CARLA WAUGH
(North Central Region)
Jewell County Courthouse
Mankato, Kansas 66956
913-378-3271

NORMAN SHERMAN
(South Central Region)
Comanche County Courthouse
Coldwaler, Kansas 67029
316-582-2544

ALAN HALE
(Northwest Region)
Norton County Courthouse
Norton, Kansas 67654
913-877-2844

GARY COLEMAN
(Southwest Region)
Hamilton County Courthouse
Syracuse, Kansas 67878
316-384-5451

KANSAS COUNTY APPRAISERS ASSOCIATION
P.O. Box 1714
Topeka, Kansas 66601

To: Senate Assessment and Taxation Committee
From: Larry Clark, President KCAA

Date: February 19, 1992

Mr. Chairman and members of the committee
thank you for the opportunity to appear in support
of Senate Bill 579. My name is Larry Clark and I
am here representing the Kansas County Appraisers
Association as their president.

The purpose of this bill is to remove from
K.S.A. 19-430 the provision calling for the four
year appointment of county appraisers. Instead we
propose through this bill that county appraisers
be appecinted by the respective county commissions
and retained as long as they perform their duties
in a satisfactory manner.

This accomplishes the goal of removing some
of the political pressure currently placed on
county appraisers. Once every four years the
office of county appraiser is effectively vacated
under current law. County commissioners do not
have to have any excuse to terminate the current
appraiser, they simply appoint whomever they want.
It is unrealistic to think that some county

commissioners do not use this lever to force the
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appraiser to do things which may not follow good appraisal
practice.

Under this proposal appraisers would still be subject to
removal for cause by either the county commission or the director
of property valuation division. It would simply require the "for
cause" provision to be employed in every instance that an

appraiser is terminated.
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ey Senate Assessment and Taxation Committee
Cilark, President ECAA

Date: Februarvy 19, 1992

Mr. Chairman and members of the committee
thank vou for the opportunity to appesr in support
of Senate Bill 580. My name iz Larry Clark and I
am here representing the Kansas {ounty Appraisers

Association as their president,
The purpose of this khill is the =liminate the
current requirement to report the value of

promerties in terms of a breakdown of the land and
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l_an

bulldings. It will amend K.S.&., 78~
T9-1480 to allow the reporting of the tatal value
of the Dparcel only.

The legislature has indicated its support for
the uze of the income approach in the valuation of
commeracial property; and 1t is clear that the
preferred method of valuing residential property
is the market or comparative sales approach. In
eithar of these approaches the estimate provided
is for the total properiv and the State Boazxd of
Tax Appeals has recognized that the breakdown
betweern land and improvements when these estimates

are used is purely artificial. Bevond that it may
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be misleading, confusing and irritating to property owners.

For example, i1f comparative sales indicate a value of
$40,000 for a residential property it doesn't makes very little
difference to the system whether that is broken down as $5,000
for land and $35,000 for improvements or the opposite. The focal
point is the total value. We have found that land values may
fluctuate following a specific review of a given area with no
change in the total parcel values. However, pProperty owners
question the reason for a change in the breakdown.

The only time the breakdown is applicable is in the cost
approach and even then the emphasis is on the final value. All
market studies use the total value. The ratio studies used by
the legislature use the total value. Elimination of this
requirement for a breakdown of land and improvements would
eliminate a great deal of confusion and frustration among

property owners.
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KANSAS COUNTY APPRAISERS ASSOCIATION
P.O. Box 1714
Topeka, Kansas 66601

To: Senate Assessment and Taxation Committee
From: Larry Clark, President KCAA

Date: February 19, 1992

Mr. Chairman and members of the committee
thank you for the opportunity to appear in support
of Senate Bill 581. My name is Larry Clark and I
am here representing the Kansas County Appraisers
Association as their president.

The purpose of this amendment to K.S.A.
79-1437c is to make the sales validation
questionnaire available to the general public.
Legislation that was passed during the last
session allowed county appraisers access to
additional sales information but in the process
closed sales files in county computer systems to
any member of the general public except those who
appeal their valuation.

This proposal arises out of the Kansas County
Appraisers Associations' desire to treat all
property owners fairly and not force them to
appeal in order to gain basic information. It
also arises out of a study of Kansas law by the
International Association of Assessing Officers

last summer. To quote directly from that study:
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The main deficiency in the Kansas legal framework
has been the absence of laws requiring property owners
to disclose to county appraisers and the Director of
Property Valuation information on sales prices and
terms and information on rental property income and
expenses. The disclosure of real estate sales prices
and terms to property tax administrators serves the
public interest in several ways. Appraisers find data
on sales prices and terms essential in market value
appraisal. Appeal and equalization agencies need the
data to evaluate the accuracy of appraised values.

We were happy to learn of the passage of the House
Substitute for Senate Bill 72 which became effective on
1 July 1991. The law provides assessment
administrators with the sales information they need.
The passage of the law gives urgency to making the
improvements to the sales verification gquestionnaire
and sales processing guidelines discussed later.

The legal restriction on general public access to
basic sales information is troublesome. The
confidentiality requirement serves no useful public
policy purpose. It will generate more appeals and in
the process increase the cost of property tax
administration without any compensating benefit. It
undermines public acceptance of the property tax.
(Treating the terms of sales confidentially has some
merit, however.)

Land values and property values are products of
society's actlons more than they are the result of the
actions of individual property owners. Therefore,
there is no need to regard sales prices as inherently
private. Publicly available sales data are needed for
orderly real property markets. Keeping sales data
confidential only perpetuates real estate agents'
information monopoly. Data are made available in some
states with no appreciable damage to the real estate
brokerage business.

We urge the senate take the next logical step in the
evolution of this legislation and make sales information

available to the people who are responsible for generating it in

the first place.



KANSAS
ASSOCIATION
OF COUNTIES

“Service to County Government”’

1275 S.W. Topeka Blvd.
Topeka, Kansas 66612
(913) 233-2271

FAX (913) 233-4830

EXECUTIVE BOARD

President

Marion Cox

Wabaunsee Counly Sheriff
Wabaunsee County Courthouse
Alma, KS 66401

(913) 765-3323

Vice-President

Murray Nolte

Johnson Counly Commissioner
Johnson County Courthouse
Olathe, KS 66061
(913)432-3784

Past President

Marjory Scheutler

Echwards County Commissioner
(3106) 995-3973

Roy Pallon
Harvey County Weed Direclor
(316) 283-1890

Nancy Prawl
Brown County Register of Deeds
(913) 742-3741

DIRECTORS

leonard "Bud" Archer
Phillips Counly Commissioner
{913) 6HY-4685

George Burrows
Stevens County Commissioner
(316) 593-4534

Dudley Feuverborn
Anderson County Commissioner
1913) 448-5411

FHoward Hodgson
Rice County Commissioner
(316} 897-6651

Ilarvey Leaver
Leavenwaorth County Engineer
(913) 684-0468

Mark Niehaus
Graham County Appraiser
(913) 674-2196

Gary Walson
Trego County Treasurer
(913) 743-2001

Vernon Wendelken
Clay County Commissioner
(913) 461-5694

Barbara Woud
Bourbon County Clerk
(316) 223-3800, ex! 54

NACo Represenlative

Keith Devenney

Geary County Commissioner
(913) 238-7894

Execulive Direclor
John 1. Torbert, CAE

Date: February 19, 1992

To: Senator Dan Thiessen, Chairman
Members Senate and Taxation Committee

From: Bev Bradley, Deputy Director
Kansas Association of Counties

Re: SB 581

The Kansas Association of Counties is in support of SB
581. We have a convention adopted policy which
states, "In order to avoid unnecessary appeals and in
the interest of assisting taxpayers fully, the KAC
urges the legislature to make the sales validation
questionnaire an open public record which can be given
to an interested taxpayer without additional
verification and appeal".

We feel this would be an important step in solving
many of the taxpayer concerns. More and more special
groups are seeking access to these records. It seems
that everyone except the "public" can already use
them. For those reasons, we support SB 581 and urge
your support of it also.

TSB581

2-S 7~ T2
,?zrrff



Wi

The KANSAS BANKERS ASSOCIATION

A Full Service Banking Association
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February 19, 1992

TO: Senate Committee on Assessment and Taxation
RE: SB 581 - Real estate sales validation questionnaires

Mr. Chairman and Members of the Committee:

Thank you for the opportunity to appear before the committee in support of SB 581. This
bill would require that information contained in real estate sales validation questionnaires
which are filed with the Registers of Deeds offices be made available to the public.

Such information is vital to banks which are doing in-house appraisals and plan to continue
such appraisals even after the implementation of the new federal law relating to appraisals
(Title XI of FIRREA) on January 1, 1993. That federal law requires that all real estate
transactions must have appraisals completed by a state licensed or certified appraiser. Title X
was to be implemented on January 1, 1992, but the effective date was recently delayed by
Congress because many states had not completed their licensing and certification requirements.

In addition, the federal banking regulatory agencies have promulgated or are in the process of
finalizing rules and regulations which state that banks may continue to do in-house appraisals
on transactions of $100,000 or less even after Title X| becomes effective.

However, the Kansas law passed last year creating the real estate sales validation
questionnaires restricted access to the information in those questionnaires to a limited number
of individuals - including licensed or certified appraisers. Appraisal standards which have been
in effect since August, 1990, require the use of comparable data which can only be gained from
the use of the questionnaires. As a result, banks wanting to do in-house appraisals are thwarted
from doing so unless they have a licensed or certified appraiser on staff. This, in turn, creates
additional cost for the bank customer since the cost of the appraisal will ultimately part of the
closing costs.

This issue is becoming increasingly important for two reasons. First, Kansas banks are
making more and more real estate loans. Real estate loans held on the books of Kansas banks have
increased by 46.5% since 1988. Second, the lack of licensed and certified appraisers in many
of the rural counties of Kansas creates real problems of time delays and increased costs. The
attached map clearly shows where these problems exist.

While SB 581 is a step in the right direction, we would urge the committee to either
eliminate the provision which allows destruction of the questionnaires after two years or expand
the bill to include similar language in K.S.A. 79-1437(f). This will assure that the
information contained in the questionnaires will be available for a longer period of time. The

Office of Executive Vice President ® 1500 Merchants National Building
Eighth and Jackson @ Topeka, Kansas 66612 e (913) 232-3444
FAX (913) 232-3484
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public availability of the questionnaire information which would allow many banks to do
in-house appraisals will result in lower closing costs on many real estate loans and will avoid
major time delays in many parts of the state.

We strongly urge the committee to consider the amendments to SB 581 suggested above in
order for the bill to have the broadest positive impact. Thank you for your consideration of this

important issue.

Sincerely,

ames S. Maag QAE/—v
Senior Vice President
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KANSAS ALLOCIATION OF REALTOR.

Executive Offices:
3644 S. W. Burlingame Road

TOR® Topeka, Kansas 66611
REAL Telephone 913/267-3610

TO: THE SENATE ASSESSMENT AND TAXATION COMMITTEE
FROM: KAREN FRANCE, DIRECTOR, GOVERNMENTAL AFFAIRS
DATE: FEBRUARY 19, 1992

SUBJECT: SB 581, SALES VALIDATION QUESTIONNAIRES

On behalf of the Kansas Association of REALTORS®, I appear today to oppose
SB 581.

As many of you may or may not know, KAR has opposed many Certificate of
Value bills in the past. However, we supported the one passed in 1989, because
it permitted access to the certificates for taxpayers in the process of pro-
testing their valuations. There is currently a bill in the House Taxation com-
mittee, HB 2738, which we believe further clarifies the ability of taxpayers who

are appealing or are considering appealing their valuations to have access to

the sales information.

We oppose SB 581 because it goes far beyond clarifying access for taxpayers
who have a genuine need to know and actually serves as an invasion of privacy

for property owners across the state.

The issue of making the sales information a public record has been
discussed many times. We have always opposed it on the basis of privacy.
Kansans are very protective about certain things, one of which is the subject of

the amount of money which they earn and another is the price of property which

they have bought or sold.

0 - e} oD -
REALTOR"-is a registered mark which identifies a professional in =~ v o — ¢ 2~ '
real estate who subscribes to a strict Code of Ethics as a member of P { 5 /
the NATIONAL ASSOCIATION OF REALTORS. 7S &
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Perhaps property owners have become more tolerant of having their privacy
invaded due to the reappraisal process. We encourage you to ask your
constituents if they would mind having the local paper publish all the details
of their recent real estate transactions. We think you will find they would be

very uncomfortable with this.

We took an informal survey of buyers and sellers this summer to see what the
people who would be most effected by this change in law had to say about it.
Six-hundred-thirty-two buyers and sellers were interviewed and 520 or approxima-
tely 82% of those asked said that access to this information should be
- restricted. Sixty-six people, or approximately 10% said that public access
should be allowed while 46 persons or approximately 7% were unsure. (Percentages
were rounded and thus will not add to a perfect 100%.) It was interesting to
note that when we broke it down further, 86% of the sellers interviewed and 78%

of the buyers interviewed wanted the information to remain private.

While we know that our survey was not scientifically conducted, we believe
it provides you with more insight than any proponent can provide you, into how
the people who would be directly affected by making this information public, feel

about changing the law.

As I stated earlier, we have been willing to support permitting persons to
have access to sales information on a "need to know" basis, such as the addition
in 1989 which permitted persons in the appeal process to have access, in addi-
tion to all of the people at the county level. We do not understand how making
the information a public record, subject to publication in the newspapers, will
facilitate the reappraisal process. Some explanations appear to argue
that if the information were made public, then neighbors who saw a sale in their
neighborhood might call the county and let them know that a sale price had been

incorrectly reported, thus helping to "straighten out" the sales records for the
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county appraiser. Most taxpayers who have attempted to go through the appeal
process would tell you that the problems arise when county appraisers ignore
actual sales in their neighborhood for one reason or another. The "comparable
sales" which the CAMA system spits out, often bear no similarity to the subject
property. Making this information public has no correlation on the correct use
of each sale in having the computer locate "comparable property sales". It

would only seem to encourage a "rat on your neighbor" mentality.

We do not publish the private contracts involved in car purchases,
appliance purchases or most other private contracts when it comes to purchases.
- Why should real estate be singled out? While it would be nice to know exactly
what kind of deal the purchaser ahead of us in the automobile showroom got on
their car, we have no right of access to that information and it does not show
up in the daily newspaper. Why should real estate sales between private parties
be any different? Will the government want to publish our incomes in the
newspaper next so that they can make sure we are reporting that correctly? It
seems to be a logical progression if you choose to make this sales information

public.

The sales price involved in a real estate transaction is a private matter
which should only bé disclosed when the parties involved choose to share the
information with others. If you believe that the buying and selling public
would not have a problem having this published in the paper, perhaps you could
start it on an experimental basis at first. Ask each buyer and seller in a
transaction to sign a release to have it made public. In transactions where
both buyer and seller agree to do so, then the document would be made public,
subject to being printed in the newspaper. It would be interesting to see how

many sales would actually become "public".
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The certificate of value was created to facilitate the ongoing reappraisal
of property in the state in the late 1960's. It was not created to sell newspa-
pers, help property owners snoop on eachother, or to create "bargaining chips"
in real estate transactions. The certificate of value, like its replacement the
sales validation form, was created of by and for the government. Why should we
now let it be used to invade the privacy of Kansans by having private contract

information spread across local newspapers?

We believe the sales validation form should be used for the purpose for
which it was created--to facilitate the ongoing reappraisal of property. We

- ask you to oppose SB 581.

Thank you for the opportunity to testify.



