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Date
MINUTES OF THE _SENATE  COMMITTEE ON _ASSESSMENT AND TAXATION
The meeting was called to order by __Senator Dan Thiessen at
Chairperson
_11:00  am./pxwx. on _Wednesday, April 1 1922in room _519=8  of the Capitol.

All members were present except:

Committee staff present: )
Bill Edds, Revisor's Office

Don Hayward, Revisor's Office

Chris Courtwright, Research Department

Tom Severn, Research Department

Marion Anzek, Committee Secretary

Conferees apgearin before the committee:

Senator Bud Burke, President of the Senate

Senator Eric Yost

Paul Fleener, Director, Public Affairs Division, KS Farm Bureau

Don Schnacke, Executive Vice President, KS Independent 0il & Gas Ass'n.
Cedric Moege, Retired District Representative, Aid Ass'n. for Lutherans
Gordon Garrett, - Commercial Property Ass'n. of KS

Jim Garvey, President of Builders Commercials, Inc., Wichita, KS
Christy Wood, Programs Coordinator KTN, KS Taxpayers Network, Inc.

Mary Ellen Conlee, KS Association for Small Business

Jack Glaves, Panhandle Eastern Corporation

William Skaer, Veterinarian from Wichita, KS

Chairman Dan Thiessen called the meeting to order at 11:08 and said the agenda today 1is
a hearing for Proponents and Opponents on SCR1640, SCR1635, SCR1636 and HCR5007 and he
recognized Senator Bud Burke, President of the Senate, Chief sponsor of SCR1635 and SCR1636

The Chairman asked that the conferees be as brief as possible and asked that the
committee members keep questions at a minimum so the committee could hear as many conferees
as possible.

SCR1640:Constitutional amendment classifying property for taxation
purposes, aggregate limitations.

SCR1635:Constitutional amendment c¢lassifying property for taxation
purposes.

SCR1636:Proposition to amend Section 1, Article 11 of the constitution,
relating to taxation of property.

HCR5007:As amended by the committee of the whole, Constitutional
amendment classifying property for taxation purposes.

The following conferees are Proponents of the above bills.

Senator Bud Burke, President of the Senate said the committee has a challenge to deal

with a lot of issues and he just wanted to make a plea to the committee to at get least
one of the CR's out of committee. He said, HCR5007 is the one that makes sense to him,
and as long as 10 years ago he has said that local option did make sense, as long we don't
have a uniform mill levy.

He urged the committee to amend if necessary but to do what they possible could to
pass an SCR or amend the HCR and send it out. (NO WRITTEN TESTIMONY)

Senator Eric Yost said he would speak on behalf of the concept of caps, and he said, if

anyone has guestions regarding SCR1640 more specifically, he said he would be available.

He said, the problem and the reason we need the caps is, right now there are no limits
on property tax, and there are limits on sales tax and income tax and he said, he feels
its human nature for local officials to lean on property tax when it is so easy to do,
and he said, he thought a cap would deal with the problem, and SCR1640 places a 1% cap
on homes, and a 2% cap on commercial property, and a 2% gives partial relief and applies
to cities, counties and schools.

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

editing or corrections Page l Of _6_
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He said, he has a hand-out regarding a suggested compomrise on caps. He suggested

to adopt the concept of a minimum mill levy of 25 mills, and have it applied to schools
only and allow schocl districts to place on the ballot, guestions raising the mill levy
up to an additional 25 mills if the voters approve it, so we can have a cap. He said,
when we raise these other revenues, the property tax will stay down. He said, if you
do not cap property taxes and the revenue package is passed, proposed by the House or
even by the Senate Education Committee without having a cap in the Constitution, the
property taxes will just go back up. (ATTACHMENT 1)

Paul Fleener, Director, Public Affairs Division, KS Farm Bureau said on page 2 of his
hand-out, they would like to indicate to the committee their support for modest change
in the XS Constitition. He said, their specific interest of their members concerning
change in the KS Constitution is contained the the following language:"We support the
general intent of the limited classification amendment which is now part of the KS
Constitution, though we also recognize the need for minor adjustments in assessment rates
for commercial real and fraternal organization real properties". (ATTACHMENT 2)

Don Schnacke, Executive Vice President, KS Independent 0il and Gas Association, said he
is appearing before this committee when the Gas and 0il Industry is suffering bad economic
times, and with his hand-out is an attachment from Time Magazine indicating this. He
said, their association is opposed to the passage of another State Constitutional amendment
relating to the classification of property for tax purposes, that leaves the oil and gas
properties at 30% and drops commercial and industrial properties to 25%, as provided in
3 of the 4 bills in front of this committee today. He said, they are intrigued with
SCR1640 which would cap taxes on homes and industrial properties and place oil and gas
at 20%. He said, this is the concept they could support. (ATTACHMENT 3)

Cedric Moege, Retired District Representative, Aid Association for Lutherans said a recent
KS Board of Realtors poll showed 60% of repondents favor a property tax cap. He said
a cap of 1% to 2% as proposed in SCR1640 and HCR5058 could eliminate the need for mill
levies and reclassification and SCR1635, SCR1636 and HCR5007 would be moot. (ATTACHMENT
4))

Gordon Garrett, representing the Commercial Property Asscociation of KS said their
Association pays almost $40,000,000 a year in property taxes, and they rise in support
of SCR1640 but have a few points they would like the committee to consider. He said,
local government in KS derives too high of a percentage of its revenue from the property
tax, and one of the attractive things about a cap on property tax is that it provides
some stability in the market place. He said property tax is the only source of revenue
that is open ended.

He said the great merit of the property tax cap is that it addresses both major issues
{1) the heavy burden currently placed on property tax (2) cost control relating to the
mill levy creep.

He said they also speak in support of SCR1635 and HCR5007. (ATTACHMENT 5)

Jim Garvey, President of Builders Commercials, Inc., Wichita, KS said they are concerned
about the survival of their business, because 4 years ago their property taxes were
S3ADPL 5., and today, they total $673,510. for the same properties. He said they pay
more to the government in property taxes than they make on the properties themselves,
and they have millions of dollars at risk, while the government has none.

He said they are in support of SCR1640 because they need a property tax cap. He
said developers and business people need to know what their taxes will be and not that
they escalate out of control every year.

He said, they feel the future of KS is at stake, and if property tax relief is not
given to the small business owner, they feel the future as a state does not appear good.
( ATTACHMENT 6)

Christy Wood, Programs Coordinator KTN, KS Taxpayers Network, Inc. said they recently
placed an ad in the Wichita Eagle to determine Sedgwick County's attitude toward SCR1640,
and the response in one weeks time from this single effort was impressive. She said,
the response they received confirms the KS Association of Realtors survey that stated
that 62% of Kansans favor a cap on property taxes and a majority of Kansans feel it's
the most important issue facing KS today.

She said, the people are unhappy with school financing reform. It added $100.M to
the budget in the guise of readjusting school financing. (ATTACHMENT 7)

Page 2 of &



CONTINUATION SHEET

MINUTES OF THE __ SENATE COMMITTEE ON __ASSESSMENT AND TAXATION

room __519-8  Statehouse, at _11:00 _ am.fpym. on Wednesday, April 1 . 1992

The Chairman asked the rest of the proponents to turn their written testimony into the
committee secretary for the record because he said, he would like to give the opponents
a chance to be heard, and he recognized Mary Ellen Conlee, KS Association for Small
Business.

THE FOLLOWING CONFEREES ARE OPPONENTS

Mary Ellen Conlee, said the Association consists of 120 small manufacturers and companies
which directly serve manufacturers, and she said they are opposed to any action toward
constitutional reclassification of property at this time.

She said, they specifically oppose the shift of property taxes to commercial and
industrial machinery and equipment. She said, each of the proposals before the committee
today singles out machinery and equipment for the largest increases, 25%, if assessment
levels are increased from 20% to 25% and 50% if assessment levels are increased from 20%
to 30%. She said, these increases would be even larger if depreciation schedules are
changed from 7 to 11 years.

She urged the members to maintain the 20%, 7 year depreciation appraisal level for
machinery and equipment used in manufacturing production. (ATTACHMENT 8)

Jack Glaves, representing Panhandle Eastern Corporation, said each of the Resolutions
propose to discrimination against public utility owned personal property inventory by
assessing it at a 33% ration (30% in SCR1636), notwithstanding the exempting of all other
merchants and manufacturers inventories. He said, they feel this discrimation is
unwarranted, and he asked the members for equal treatment for storage gas and that utility
customers receive the benefit of storage gas and continue to be exempt as merchants
invertory. (ATTACHMENT 9)

William Skaer, a Veterinarian from Wichita said he bought a modest building in Wichita
in 1988 and moved his practice to that building. He said, in a service profession such
as his, you have a small inventory, and in less than four years his net property tax bill
increased by almost 500%. He said, this kind of unplanned escalation is hard to absorb.

He said he has several colleagues who have been severely affected by escalating taxes,
some have had to borrow against their savings to pay property taxes, while others have
closed their office, and cne told him that, he had to close his office that he had just
opened last May, and said the property taxes were a major factor in his decision to close.

He said, he thinks, they need leadership from the State, and he said, he felt there
should be & 1lid put on the flooding well of property taxes and for properties to be
reclassified more equitably.

He said, he would like to see SCR1640 passed and become law. (ATTACHMENT 10)

The following conferees turned in written testimony omly.

Mark Tallman, Coordinator of Governmental Relations KASB (ATTACHMENT 11)

George Puckett, Executive Vice President, KS Restaurant & Hospitality Ass'n. (ATTACHMENT
12)

Terry Humphrey, Executive Director, KS Manufactured Housing Association (ATTACHMENT 13)
Bill Hawley, Owner, Hawley Brothers R.V., Topeka, KS (ATTACHMENT 14)

Karen France, Director, Governmental Affairs, KS Ass'n. of Realtors (ATTACHMENT 15)

Bev Bradley, Deputy Director, KS Ass'n. of Counties (ATTACHMENT 16)

Larry Fischer, Veterinarian, Topeka, KS (ATTACHMENT 17)

Bob Corkins, Director of Taxation, KS Chamber of Commerce & Industry (ATTACHMENT 18)

Jacque Oakes, representing KS Independent Automobile Dealers Ass'n. (ATTACHMENT 19)

Jim Irish, Legislative Coordinator, Greater KS Chapter of the Appraisal Insitute
(ATTACHMENT 20)

Gerry Ray, Intergovernmental Officer, Jchnson County Board of Commissioners (ATTACHMENT
21)

Chairman Dan Thiessen recessed the meeting at 12:00 noon and reconvened the meeting at
12:32 p.m. and told the members, the committee will continue discussing School Finance,
HB2892. He said, the committee reguested additional information in last evenings meeting,
and he said, we now have that information and he recognized Senator Martin.

Senator Martin said he had asked for a print-out yesterday evening with adjusted rates.
He said, he had talked with Steve Stotts on what the impact would be on adjusting those
and raising the same amount of money. He said, basically the simulation showed there
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would be about a $30.M shift to various taxpayers, i1f the committee were to square up
the rates and raise the same amount of money, that the committee looked at previously
in the House Bill.

Senator Martin said there would be an additional $30.M impact to various taxpayers.
He said, he did not have a proposal to do that, but he did want to see what the effects
would be in the classes of married, and it showed a shift of the $30.M. Senator Martin
said that Steve Stotts has not done a run on revenue neutral. He said, he could get the
print-outs if the committee members desired, on the differential between single and married
taxpayers.

Chairman Dan Thiessen said the run in front of the members on Selected School Finance
Estimates, is an update from the runs received at the meeting last evening. He said,
the dollar amounts didn't change but there is a difference in the heading of some of the
catagories.

Senator Fred Kerr said in terms of the responsibility of the committee regarding the bill,
he said l1lst of all he understands, in order to keep the bill on ocne topic, the committe's
responsibility is to fund what was anticipated for the general fund, which is $300.M.
He said, he felt the committee should treat the bill as the House did, dealing with the
general fund, and to come up with a package that is $300.M and get it through the
appropriations process this year, and if there is some higher figure on special ed that
the Senate and +the House vote for, then that will have to be covered someway in
appropriations, and he said the same is true of the capital expenditure bill HB2835.
He said, if that does pass both chambers and signed by the Governor, that will have to
be funded at some level, and he said, there are many different kinds of things and he
said, he thought, that is outside the purview of this bill. He said, he felt the committee
should just cover the general fund obligation, like the House did, and the other things
will have to be addressed through the regular process.

Chairman Thiessen sald he agreed with Senator Fred Kerr that in order to compare the
committee needed to be doing the same thing.

Senator Lee said, it is her understanding that the House did include transportation, which
is another $13.M, and the difference between $1,048.9.M and $728.7M is $320. She said,
you are talking about more like $340.M and locking at this plan which is 40.0 mills
compared to 29.0 mills your talking about 11 mills difference in property tax, and she
said, when compared to $340.M to whatever the House plan difference is, you have to include
that to whatever the amount of money is we are erasing.

Chris Courtwright said, his impression of the House Run is that a portion of that is going
to the general fund, and certain districts would be using the LAB and the LOB budget
authority. He said, what the actual statewide mill levy was, based on those assumptions,
he said, he did not know.

Senator Don Montgomery said he had a print-out passed to the members showing the House
Plan, Option 1 and Option 11. He said, the House Plan showing how they raised $452.2M,
Option 1 showing the special sales tax, income tax and corporate tax, which raised $302.4M
and Option 11, would be %% sales tax, $116.3M, Individual Income Tax $120.5M, Corporate
Income Tax $5.0M, Utilities and Production at 2.5% raising $16.7M, Original construction,
2.5% $39.9M, residential intrast telephone 2.5% raising $3.1M, film rentals 2.5% raising
$0.9M, trade fixtures 2.5% raising $0.5M, hotel/motel 2.5% raising $0.6M, used mobile
homes 2.5% raising $1.3M and new mobile homes 2.5% raising $0.3M, a total of $305.0.
(ATTACHMENT 22)

After committee discussion

Senator Fred Kerr said in a follow-up to Senator Montgomery about the options in his hand-
out, and looking at Option 11, he said he feels, it points out what they are trying to
do to lower some of the options in the House Bill. He said, Option 11 would work the
sales tax increase to %¢ and it lowers the individual income tax from $138.M down to $120.M
and the Corporate Income Tax from $8.M down to $5.M, and he said, this would be a $7.25M
top rate instead of the $7.4 that the House had, and then it also has several sales tax
exemptions in there at 2.5% instead of 5%, which the House had, some are the same as the
House and some are different.

Senator Kerr said in working on this, they were trying to address the concerns that
the Governor has publicly stated on the tax package for schoocl finance, that she would
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veto the House Bill. He said, lowering the sales tax and lowering the individual income

tax and easing some of the burdens of middle income, and adding a number of sales tax
exemptions, he said, he thought all of these things are what the Governor has publicly
stated are concerns that would cause her to veto the bill. He said, he and the Chairman
visited with the Governor this morning regarding this and she is considering looking at
it, but he said, they deo not have an answer back yet, but he said, he felt this is a good
faith effort to try to bring the Governor and the Legislature together on this most
important issue.

Senator Lee said she is curious why used mobile homes are included and used fixtual homes
are not included. She said, she understands the inclusion of new mobile homes, when they

are going to include original construction.

Senator Janis Lee moved to strike used mobile homes, 2nd by Senator Jack Steineger.

Senator Fred Kerr reminded the members that Senator Montgomery's package had not been
adopted yet.

Senator Montgomery made a substitute motion to adopt Option 2, in (ATTACHMENT 22), 2nd
by Senator Fred Kerr. On a division call, the motion carried 6 to 5.

Senator Fred Kerr made a technical motion that the bill needs specific clarification,
that these funds are earmarked for school finance, 2nd by Senator Audrey Langworthy.
The motion carried.

Senator Fred Kerr moved to boiler-plate the language, 2nd by Senator Sheila Frahm. The
motion carried.

Don Hayward said one other technical thing is you need to adjust the demand transfer
amounts or the other demand transfers to hold them harmless.

Senator Fred Kerr moved to adjust the demand transfer amounts to heold them harmless, 2nd
by Senator Audrey Langworthy. The motion carried.

Senator Lana Oleen moved to strike used mobile homes from Option 11, 2nd by Senator Janis
Lee. The motion carried.

Senator Lana Oleen moved to include lottery tickets at the sales tax rate in Option 2,
2nd by Senator Janis Lee. On a division call the motion failed 5 to 4.

Senator Gerald Karr asked if the bill in its current form adddresses the change in rate
and local tax base. He said, as the committee removes exemptions and do partial taxes,
he asked staff to clarify how that could fit into the local tax situation.

Chris Courtwright said that would be a policy decision or otherwise specify things at
a 25% rate unless you want them exempt from local sales tax.

Senator Fred Kerr said he felt, the committee should clarify these items at the % rate
are not subject to sales tax.

Senator Fred Kerr moved to clarify that these exempt items are not subject to local review,
2nd by Senator Martin.

After committee discussion The Chairman called for a vote on the above motion.

On a division call, the above motion by Senator Fred Kerr, 2nd by Senator Phil Martin.
Carried 6 to 4.

Senator Fred Kerr moved to pass HB2892 as amended with no recommendation, 2nd by Senator
Don Montgomery.

After committee discussion, The Chairman asked the members for a show of hands vote on
the above motion by Senator Fred Kerr, 2nd by Senator Phil Martin.

The above motion by Senator Fred Kerr to pass HB2892 as amended without recommendation,
2nd by Senator Phil Martin. Carried 6-5.
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The following members requested to have their votes recorded as votimg NO:Senator Marge

Petty, Senator Janis Lee, Senator Gerald Karr and Senator Phil Martin.

Chairman Dan Thiessen adjourned the meeting at 1:13 p.m.
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SESSION OF 1991

SUPPLEMENTAL NOTE ON
HOUSE CONCURRENT RESOLUTION NO. 5007

Amen H mmi f the Whol

Brief*

H.C.R. 5007 is a resolution amending Article 11, Section 1 of the
Kansas Constitution, which would present a new property tax classification
schedule with seven subclasses of real property and six subclasses of
personal property for the approval of the voters at a special election
scheduled for November 12, 1991. The new schedule would be effective for
tax year 1992.

Real Property

Residential. = The assessment level of residential real property
(including multi-family residential real property comprised of not more than
four residential units, one of which is owner-occupied) would be reduced
from 12 to 11 percent.

Agricultural Land. Land devoted to agricultural use would continue
to be appraised at its use-value and assessed at 30 percent.

Vacant Lots. Vacant lots zoned for commercial use would be
increased to 20 percent, but all other vacant lots would continue to be
assessed at 12 percent.

Not-for-Profit Organizations. Real property owned and operated by
those not-for-profit organizations under Section 501(c) of the Internal
Revenue Code which are specifically included in this subclass by law would
be assessed at 12 percent rather than 30 percent.

Commercial and Industrial. The assessment level for real property
used for commercial and industrial purposes and for buildings and other

* Supplemental Notes are prepared by the Legislative Research
Department and do not express legislative intent.
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improvements located on land devoted to agricultural use would be reduced
from 30 to 25 percent.

Utilitles. Public utility real property, except railroad property, would
be assessed at 33 percent rather than 30 percent. Railroad real property
would be assessed at the average rate for all other commercial and
industrial property.

All Other. All other real property not specifically subclassified would
continue to be assessed at 30 percent.

Personal Property

Mobile Homes. Mobile homes used for residential purposes would
be assessed at 11 percent rather than 12 percent.

Mineral Leaseholds. Mineral leasehold interests would continue to be
assessed at 30 percent.

Public Utilities. Personal property of utilities, including inventories,
would be assessed at 33 percent instead of 30 percent, except railroad
personal property which would be assessed at the average rate for all other
commercial and industrial property.

Motor Vehicles. No change would be made in the taxation of motor
vehicles.

Commercial and Industrial Machinery and Equipment. Commercial
and industrial machinery and equipment would continue to be valued based
on its retail cost when new, depreciated, over the lesser of 7 years or its
economic life, with a 20 percent minimum value, and would be assessed at
30 percent rather than 20 percent.

Other Personal. All other personal property not otherwise specifically
classified would continue to be assessed at 30 percent.



Background

Article 11, Section 1 of the Kansas Constitution, providing for the
current property tax classification schedule, passed the Legislature in 1985,
concurrently with the reappraisal bill, as 1985 H.C.R. 5018, and was
approved by the voters on November 4, 1986.

House Taxation Committee amendments included changing the
proposed assessment level on the proposed new subclass for certain
multifamily residential real property from 15 percent to 12 percent on a
permanent basis (and to 115 percent with a $5,000 exemption for 1991
only); lowering the assessment level for single-family residential from 12 to
11.5 percent and adding the $5,000 exemption; raising the assessment level
for vacant lots zoned as commercial to 23 percent; changing the eligibility
for the proposed assessment level for certain not-for-profits from only those
organized under 501(c)(8) and 501(c)(10) to only those defined by statute
which are organized under any provision of 501(c) and reducing the
proposed assessment level from 15 to 12 percent; lowering the assessment
level for agricultural improvements; clarifying that the common areas of
mobile home parks, as well as the mobile or manufactured homes used for
residential purposes and the land upon which they are located, would be
assessed at the single-family residential rate; decelerating the maximum time
for depreciation of business machinery and equipment from seven to 11
years; changing the proposed increase for utilities from 35 percent to 33
percent (compared to 30 percent under current classification); and moving
the date of the election from April 2, 1991 to June 4, 1991.

Another House Taxation Committee amendment added language to the
proposed explanatory statement indicating that adoption by the voters also
would make effective certain enactments which are "linked” to adoption of
this resolution.

House Committee of the Whole amendments struck provisions allowing
a $5,000 exemption for residential property; struck all provisions taking effect
in 1991; struck a provision decelerating the maximum time for business
machinery and equipment depreciation to 11 years; struck the language
regarding certain enactments “linked" to this resolution; changed the
assessment level for residential property to 11 percent and for commercial
and industrial real to 25 percent; and changed the date of the election to
November 12, 1991.

5007-3



5007 as am by House COW

B8 ASSESSED % OF 91 ASSESSED % OF PROP 91 ASSESSED % OF
ACTUAL TOTAL ACTUAL TOTAL RATIO PROPOSED TOTAL

URBAN REAL ESTATE URBAN REAL ESTATE
RESID MULTI-FAM 223,571,475 1.53% | 11.00% 204,940,519 1.43%
ALL OTHER 2,491,767,058  21.94% RESID “SINGLE - FAM" 3,921,763,576 26.81% | 11.00% 3,594,949,945 25.08%
MOBILE HOME PARKS 14,069,225 0.10% | 11.00% 12,896,790 0.09%
VACANT LOTS 55,585,441 0.49% VACANT LOTS 116,217,558 0.79% | 12.00% 116,256,895 b 0.81%
FRATERNAL BENEFIT 8,192,335 0.06% | 12.00% 3,276,934 0.02%
COMMERCIAL AND INDUSTRIAL  1,123,448,429 9.89% COMM'L & INDUS 2,750,805,237 18.80% | 25.00% 2,292,337,698 16.00%
AG IMPROVEMENTS 3,039,472 0.02% | 25.00% 2,532,893 0.02%
AGRICULTURAL 6,007,726 0.04% | 30.00% 6,007,726 0.04%
TOTAL URBAN REAL ESTATE  3,670,800,928  32.32% TOTAL URBAN REAL ESTATE  7,043,666,604 48.14% 6,233,199,399 43.49%

RURAL REAL ESTATE RURAL REAL ESTATE
HOME SITES/PLANNED SUB DIV 338,344,275 2.98% RESID MULTI-FAM 675,475 0.00% | 11.00% 619,185 0.00%
RESID “SINGLE-FAM® 814,615,835 5.57% | 11.00% 746,731,182 5.21%
MOBILE HOME PARKS 1,648,099 0.01% | 11.00% 1,510,757 0.01%
VACANT LOTS 21,745,035 0.15% | 12.00% 21,807,006 b 0.15%
FRATERNAL BENEFIT 767,801 0.01% | 12.00% 307,120 0.00%
SPOT COMMERCIAL 156,387,083 1.38% COMM'L & INDUS 358,296,547 2.45% | 25.00% 298,580,456 2.08%
AG IMPROVEMENTS 285,964,795 2.52% AG IMPROVEMENTS 138,627, 747 0.95% | 25.00% 115,523,123 0.81%
AG LAND 1,373,221,632  12.09% AGRICULTURAL 1,397,334,59% 9.55% | 30.00% 1,397,334,5% 9.75%
TOTAL RURAL REAL ESTATE  2,153,917,785  18.97% TOTAL RURAL REAL ESTATE  2,733,711,133 18.68% 2,582,413, 424 18.02%

TANGIBLE PERSONAL PROPERTY URBAN TANGIBLE PERSONAL
GAS AND OIL 1,132,435,207 9.97% GAS AND OIL 3,387,781 0.02% | 30.00% 3,387,781 0.02%
BUSINESS MACHINERY & EQUIP 873,729,421 7.69% BUS MACH & EQ 579,504,715 3.96% | 30.00% 869,257,073 6.07%
ALL OTHER PERSONAL 322,915,490 2.84% ALL OTHER PERSONAL 61,549,600 0.42% 30.00% 61,549,600 0.43%
MOBILE HOMES 26,584,731 0.18% | 11.00% 24,369,337 0.17%
MOTOR VEHICLES 50,277,846 0.34% | 30.00% 50,277,846 0.35%
TOTAL URBAN PERSONAL 721,304,673 4.93% 1,008,841,636 7.04%
RURAL TANGIBLE PERSONAL

GAS AND OIL 1,401,171,910 9.58% | 30.00% 1,401,171,910 9.78%
BUS MACH & EQ 211,318,240 1.44% | 30.00% 316,977,360 2.21%
ALL OTHER PERSONAL 47,040,187 0.32% | 30.00% 47,040,187 0.33%
MOBILE HOMES 15,098,539 0.10% | 11.00% 13,840,327 0.10%
MOTOR VEHICLES 70,608, 144 0.48% | 30.00% 70,608,144 0.49%
TOTAL RURAL PERSONAL 1,745,237,020 11.93% 1,849,637,928 12.91%

EXEMPT PROPERTY
MERCHANTS' INVENTORY 371,149,155 3.27% MERCHANTS INVENTORY 0 0.00% 0.00% 0 0.00%
MANUFACTURERS' INVENTORY 382,172,899 3.37% MANUFACTURERS 1NV 0 0.00% 0.00% 0 0.00%
LIVESTOCK 115,669,322 1.02% LIVESTOCK 0 0.00% 0.00% 0 0.00%
MOTOR VEH DEALERS INV 0 0.00% 0.00% 0 0.00%
FARM MACHINERY 0 0.00% 0.00% 0 0.00%
TOTAL EXEMPT PERSONAL 0 0.00% 0.00% 0 0.00%
TOTAL PERSONAL 3,198,071,494  28.16% |TOTAL PERSONAL 2,466,541,693 16.86% 2,858,479,565 19.95%
PUBLIC SERVICE CORP 2,274,207,824 15.54% | 33.00% 2,501,628,606 17.46%
UTILITY INVENTORY 0 0.00% | 33.00% 43,327,429 a 0.30%
RAILROADS 112,451,769 0.77% | 25.00% 112,451,769 0.78%
TOTAL STATE ASSESSED 2,333,823,827  20.55% TOTAL STATE-ASSESSED 2,386,659,593 16.31% 2,657,407,805 18.54%
TOTAL ASSESSED VALUAT ION 11,356,614,0% _ 100.00% | TOTAL ASSESSED VALUATION _ 14,630,579,0235 _ 100.00% 14,331,500,192 __ 100.00%

a) Uses 1990 assessed valuation for utility inventory.

b) Commercial lots at 20 percent.



Aansas Farm Bureau

Ps. PUBLIC POLICY STATEMENT

SENATE COMMITTEE ON ASSESSMENT AND TAXATION
RE: B85.C.R. 1640, S.C.R. 1635, 8.C.R. 1636 and H.C.R. 5007

Proposals to amend the Constitution concerning
classification of property

April 1, 1992
Topeka, Kansas
Presented by:

Paul E. Fleener, Director

Public Affairs Division
Kansas Farm Bureau

Mr. Chairman and Members of the Committee:

We appreciate the opportunity to make some comments on the
proposals before your Committee today concerning classification of
property. You have a wide range of options in the Concurrent
Resolutions under consideration. Our testimony will speak briefly to
all of the proposals.

For the record ... my name is Paul E. Fleener. I am the Director
of Public Affairs for Kansas Farm Bureau. We represent farmers and
ranchers in each of the 105 counties in Kansas. Their views are
expressed through voting delegates who are farmers and ranchers, and
who come to the Annual Meeting of Kansas Farm Bureau to bring the
message of concern on public policy issues from their fellow farmers
and ranchers.

We héve a long history of interest in property taxation. We have

a great deal of interest in the limited classification proposal which
S ENPrE ASEES. § 77X
e e
o777 A/



is now in the Kansas Constitution. We were party to the hearings on
classification and reappraisal in 1985. We were proponents of a "YES"
vote on the constitutional amendment in 1986.

We continue to reexamine this issue each year because there have
been some problems assocliated with the appraisal process. Our farmers
and ranchers have reached the conclusion that there were probably some
unintended effects because of classification "rates" that have been,
in some instances, inappropriate for a class or two of property. With
those thoughts in mind, Mr. Chairman, we would like to indicate to you
our support for modest change in the Kansas Constitution.

The specific interest of our members concerning change in the
Kansas Constitution is contained in the following language:

We support the general intent of the 1limited
classification amendment which is now part of the Kansas
Constitution, though we alsoc recognize the need for minor
adjustments in assessment rates for commercial real and

fraternal organization real properties.

That language is taken directly from the policy position adopted
by voting delegates at our most recent (Nov. 21-23, 1991) Annual
Meeting. The full text of our resolution on Property Classification
and Reappraisal is attached. So, too, is our policy position on State
and Local Governmental Budgeting, Spending and Taxation. And we have
also attached for your consideration our resolution on replacement of
the present Sales-Assessment Ratio Report.

There are meritorious aspects of each of the proposals before you
today. In our understanding of the time frame for the work of this
Committee and the full Legislature, we would suggest the appropriate

vehicle for your consideration is H.C.R. 5007. That measure has passed

_2_



the House. That measure could reflect the things we have addressed by
being amended to provide a modest reduction in the assessment rate for
commercial real property. It could be amended to provide for fraternal
organization properties to be assessed at the 12% rate now in the
Constitution for residential properties. In our view, Mr. Chairman and
Members of the Committee, those are the only changes needed.

The bulk of the property tax problem lies in misapplication of
K.S.A. 79-503(a). And as more and more focus is given to the income
producing capability of commercial property, the location, the rental
value and other factors in 79-503(a), this whole situation will begin
to clear. By agreeing with the House on commercial real and fraternal
organization property, by keeping residential at 12 and not making
other adjustments, we could begin to have the kind of stability for a
tax structure in Kansas that almost everyone agrees must come to pass.

Thank you for the opportunity to share these views with you. We

would be pleased to respond to questions if there are any.



1992 Kansas Farm Bureau Policy Positions

Property Classification and Reappraisal AT-1

In 1986 voters in Kansas approved, by an over-
whelming majority, a proposal to amend the Finance
and Taxation Article (Art. 11) of the Kansas Constitu-
tion to provide limited classification of real and per-
sonal property for assessment and taxation purposes.
We support the general intent of the limited classifica-
tion amendment which is now part of the Kansas
Constitution, though we also recognize the need for
minor adjustments in assessment rates for commer-
cial real and fraternal organization real properties. We
will examine closely any “county option” classification
proposal which contains constitutionally prescribed
“ranges” of assessment rates AND which safeguards
state school aid and the other local revenue sharing
measures by utilizing statewide assessment rates for
such purposes.

The appraisal process should be the focus of legisla-
tion and directives to the PVD, county appraisers, and
firms contracted to conduct appraisals. Appropriate
factors in K.S.A. 79-503a absolutely must be used to
bring about equity in the appraisal process. County
appraisers in all counties should work with citizens to
arrive at and maintain fairness and equity of appraisals
within the county and between counties.

Severed mineral interests should be assessed and
taxed separate and apart from surface interests.

County Boards of Equalization should be given the
right to protest to the Board of Tax Appeals, on behalf
of their counties, any valuation of state assessed
property.

Reappraisal legislation and the classification amend-
ment to the Kansas Constitution have provided for
appraisal of agricultural land on the basis of its income
producing capability. The legislation set forth an
equitable procedure for determination of net income
and an appropropriate capitalization rate for agricul-
" tural land. These factors and procedures must be
retained to assure equity and stability in valuation of
agricultural land.

X



State and Local Governmental AT-4
Budgeting, Spending and Taxation

[t is time in Kansas to write a basic tax policy of
taxing people for services to people, and taxing prop-
erty for services to property. We strongly support
reducing the reliance on the property tax, and we
likewise support increasing reliance on sales and
income taxes for the support of state and local
governmental units.

Expenditures by the State of Kansas and by local
units of government in Kansas in any fiscal year should
never exceed projected revenue receipts for that fiscal
year.

Zero-based budgeting is essential to fiscal planning
and should be required for all state agencies as well as
all local units of government.

We support property tax replacement revenues for
our elementary and secondary schools through a school
district income tax and additional state aid.

We support adequate funding for agricultural pro-
grams in Kansas which have been underfunded in the
past.

The State General Fund should have adequate bal-

ances or reserves.

Value-Assessment Ratio AT-5

The Sales-Assessment Ratio Report should be dis-
continued and should be replaced by a “Value-
Assessment Ratio.” A “Sales-Assessment Ratio” does
not give a valid indication of value, has no relationship
to the ability of a property to produce income and has
no relationship to the rental value or location of the
property.

f o



 KANSAS INDEPENDENT OLL & GAS ASSOCIATION

105 SOUTH BROADWAY © SUITE 500 » WICHITA, KANSAS 67202
(316) 263-7297 o FAX (316) 263-3021
1400 MERCHANTS NATIONAL BANK BLDG. ® TOPEKA, KANSAS 66612
(913) 232-7772 o FAX (913) 232-0917

TESTIMONY OF DONALD P. SCHNACKE, EXECUTIVE VICE PRESIDENT
KANSAS INDEPENDENT OIL AND GAS ASSOCIATION

BEFORE THE KANSAS SENATE ASSESSMENT AND TAXATION COMMITTEE
RE: CONSTITUTIONAL AMENDMENTS RELATING TO CLASSIFICATION OF
PROPERTY FOR TAX PURPOSES - SCR 1635; SCR 1636; SCR 1640 & HCR 5007

APRIL 1, 1992

Unfortunately, | appear before you at a time when the Kansas oil and gas industry is suffering bad
economic times. Please refer to the attached recent articles that have been written reflecting what's
going on.

KIOGA is opposed to the passage qf another state constitutional amendment relating to classification
of property for tax purposes that leaves oil and gas properties at 30% and drops commercial and
industrial properties to 25% as is provided in three of the four bills before you.

We are intrigued with SCR 1640 which would cap taxes on homes and industrial property and place
oil and gas at 20%. Of the four plans before you, and if you proceed with a classification
amendment, we would support SCR 1640.

KIOGA has always advocated that the legislature abandon the concept of classification as a bad idea
and return to the time-tested uniform and equal concept with all properties assessed at 30% of fair
market value. Oil and gas properties have been appraised in that manner for years, following an
appraisal tax guide issued annually by the Property Valuation Division. When the classification
scheme was developed, the legislature simply left our industry at 30% while adjusting most all other
properties downward.

The uniform and equal clause of the Kansas Constitution represented protection for minority tax-
payers, of which oil and gas properties, utilities and similar properties unfortunately share together.
To arbitrarily raise the percentage on utilities for the benefit of the majority is unfair tax policy. To
simply leave oil and gas at 30% is again unfair tax policy, and particularly so when this class cannot
pass its taxes on to a rate base like utilities. We see in each of the schemes before you as contained
in these four concurrent resolutions, elements of unfairness of taxation. We opposed the passage

of HCR 5007 in the House, but as a minority taxpaying class, our pleas did not influence the
outcome.

In order to understand the dilemma oil and gas property taxpayers face you have to review not only
the ad valorem tax base and the behavior of the counties; the shifts to oil and gas in rural counties
where farm land and many classes of properties have been drastically lowered or made entirely
exempt from taxation. The shift to oil and gas properties has been significant. Then, in addition, the
1983 legislature imposed a severance tax on oil and gas production doubling taxes on this industry.
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Kansas Independent Qil & Gas Association Testimony
April 1, 1992
Page 2

We just testified a few days ago in the House Taxation Committee that the school finance proposal
would increase the tax on natural gas in the Hugoton field to 21% where just a few miles to the
south in the same field, but in Oklahoma, the same natural gas is taxed at 7%. This is a result of
combining the ad valorem tax and the severance tax and projecting the increase under HB 2892 with
a uniform 29 mill school levy.

Two major studies that shed new light on taxes related to oil and gas properties have been conducted
by Kansas, Inc. since the enactment of the constitutional classification amendment. Oil and gas
industry taxation was examined by a 1990 summer Special Interim Committee on Assessment and
Taxation. The question was raised as to fairness in taxation applicable to the oil and gas industry.
The comments arose from debate on a proposal that came out of a Kansas, Inc. study. It was noted
that the effective tax rate applicable to oil and gas properties for FY 1989 was 9.7%. This was
compared to information from another Kansas, Inc. study that established that all other commercial
and industrial property had an effective tax rate of 3.3%. One member stated correctly that this
comparison of commercial and industrial property taxes confirms that oil and gas properties in Kansas
are taxed at a very high rate and'again raised the issue of fairness in taxation as applied to our
industry. 'il

We believe it is a very serious issue and that the rationale and justification for taxing an industrial

property producing oil and gas at a rate three times higher than other industrial properties should be
examined and corrections made.

We believe if the assessment rate on commercial and industrial properties is decreased to a rate
below the current 30%, as is proposed in all these proposals, oil and gas properties should be
reduced accordingly in the name of tax fairness.

We are an industry attempting to be good citizens of our state. Our goal, and the reason Kansas,
Inc. conducted its study relating to oil and gas industry taxation, is to specifically identify tax
inequities and to make recommendations to correct those inequities. The State of Kansas has,
through high taxation, discouraged many in our industry from further investment in Kansas and they
have taken their investments to other producing states whose tax policies encourage their activity.

Donald P. Schnacke
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A NEW OIL CRISIS

Industry veterans, rookies hanging tough to survive

By Guy Boulton
The Wichita Eagle

John Smith, an independent geolo-
gist, earns his living looking for oil,
Last year, he made less than $12,000.

Smith, whose livelihood depends on
his reputation, asked thal his real
name nol be used. In his line of work,
no one wants lo announce that busi-
ness is bad.

He gels by on savings and income
from small inlerests in oil wells that he
has found. .

“We are all just living off the past,”
he said. "We are just waiting for the
road to turn in a different direction.”

The oil industry in Kansas and
throughout the counlry is withering,
starved by a lack of capital. [nvestors
have been deserting the industry.

This downturn has nene of the dra-
ma of he price collapse in 1986 — the
death knell for the reckless boom that
began in 1974. Instead, the oil palch
faces a prolonged decline.

“I'm afraid we are going lo be like
this for quite a while,” says Kevin
Howard, an independent geologist in
Wichita.

Gloom pervades this importanl Kan-
sas industry, Each year, companies
produce more (han $2 billion worth of
oil and gas in the state and pay more
than $200 million in slate and local
laxes.

In January, an average of 27 drilling
rigs were operating in Kansas. A year
earlier, that number was 57.

Nationally, the figures are just as
bleak. Earlier this month, the number
of rigs operating in the Uniled States
fell to 649 — a record low.

“It's not in a recession; il's in a
depression,” says Daniel Yergin, au-
thor of "The Prize," a history of the oil
industry.

He has never seen the industry
more demoralized.

“The rest of the couniry, really,
hardly has any sense of what's hap-
pened in the oil patch," says Yergin,
president of Cambridge Energy Re-
search Associates, a consulling firm,

The Independent Petroleum Assocl-
ation of America contends the industry
“is in crisis" And its president has
called for Texas and other oil-produc-
ing regions to be declared disaster

The IPAA's dire declaralions come
at a lime when the trade organization
is pressing for changes in the lax code
that would remove certain disincen-
tives for oil and gas investments,

Its news releases regularly note that
the industry has lost 317,000 jobs in the
past decade, That figure is somewhat
misleading. The early 1980s were an
aberration — a time when oil prices,
when adjusted for inflation, stood at
$60 a barrel, It was a true boom, And,
like all booms, it was followed by a
brutal bust.

That was six years ago. This new
downturn, driven by a collapse in natu-
ral gas prices, is proving just as severe.

“There's certainly been cyclical
downturns in the industry before. ...
But when you look at the activity, this
downturn appears much worse,” Yer-
gin says.

In 1949, when Dick Hoover gradual-
ed from college wilh degrees in geolo-
gy and petroleum engineering, the
only job he could find was as a rough-
neck on a drilling rig in Wyoming.

See OIL, Page 2C

* A volatile two decades
Here's the average price of Kansas crude in 1980 dollars™. Prices
are per 42-gallon barrel for highest-guality crude. When adjused
for inflation, ol prices are higher now than in the early 1970s. But
*. prices have plummeled from their paak in 1980.
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A discouraging trend
Activity in the Kansas il patch has declined steadily since April
1991, when the number of rigs dropped below 40. It has since
dropped lo below 30 as the industry adjusts to new economic

realities:

Monthly average rig count in Kansas

(number of rotary drilling rigs cperating in the state)
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Hitting a new plateau?
The Kansas rig count has remalned fairly stable
since o prices collapsed In 1986 — marking the end
of the oil boom. The rig count fell 21 percent last

Kansas 1990 oil production by county
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From Page 1C

Eight vyears later, at 31, Hoover

founded Chief Drilling with two
partners — using his car as collater-
al to finance his share of the initial
investment. Within a year, the indus-
try entered another downturn.

“1 suppose [ ran for five to six
vears not really knowing if 1 was
going to make it quarterto-quarter,”
he says,

But the company found more oil
each year. Its reserves increased.
“Little by little, the worth of the
company was rising” says Hoover,
65, sitting In his office in downtown
Wichita.

Indian art and awards fill the
walls. Pictures of a plane he once
owned hang in a hallway. Dressed
comfortably in brown corduroy
pants, loafers, a white shirt and a
swealer, Hoover fits the image of a
prosperous oil man. And next week,
he will be inducted into the Kansas
0il & Gas Hall of Fame In Great
Bend.

Yel if he were 31 today, Hoover
would not go Into the oil business.

His son, a geologist, left the busi-
ness in 1986, Hoover did not discour-
age him.

“Since 1986, I've been damned
glad I've had some other invest-
ments," says Hoover, who has inter-
ests in restaurant franchises and ho-
lels,

Scarcity of investors

Yet Hoover and other prominent
oil men in Kansas bullt successtul
companies during the downturn of
the 1960s.

“What's different now is there is
no money outside the oil business
for exploration,” says Fred James,
who formed his own oil company in
the 1960s.

The oil business, a capital-inten-
sive industry, was once a haven for
wealthy investors. That changed
overnighl, after the Tax Reform Act
of 1986 slashed the maximum tax
rate.

When Hoover and others were
young men, investors were plentiful
because of the tax advantages of oil
deals, With a maximum lax rate of
70 percent, investors saved 70 cents
in lower taxes for every dollar they
lost on a dry hole.

"They, in a sense, were playing
with 30-cent dollars,” Hoover says.

Companies such as Chief Drilling
could drill 40 to 50 wells a year. The
more wells a company drills, the
more oil it finds. "It has and will
always be a numbers game," a ge-
ologist says.

The numbers now work against
the industry.

Much of the money for new wells
now comes from within the indus-
try. Income from existing wells is
spent on new wells.

But oil is a finite asset.

A well that initially produced 160
barrels of oil a day in July 1987, for
instance, now produces eight barrels
a day.

“The general public doesn't un-
derstand that once you find a poal,
it doesn’t do anything but decline,”
one geologist said.

To stay even, a company must
find new wells, When a company
drills fewer wells, it finds less oil.
When a company finds less oil, it
has less money to invest in new
wells — setting off a spiral that
continues year afler year.

James drilled 10 wells from 1988
to 1950, Only one was successful.
"Obviously, we were not replacing
reserves.”

Unsold deals

Among the hardest hit are the 200
to 300 independent geologisis who
find and sell prospects.

“From younger geologists, I'm
hearing about all kinds of unsold
deals,” James says. “And thal's di-
saster to a young geologist.”

Independent geologists earn thelr
living malnly by selling prospects In
exchange for a fee and a small in-
terest In the well — generally from
2.7 percent to 5.5 percent.

Anthomy Reed/The Wichila Eagle

Anthonry Reed/The Wichita Eogle

Kevin Howard, an independent geologist, says he expects the
decline in the oil industry to linger.

Their small offices, usually clut-
tered with maps and dominated by
drafting tables, fill such downtown
buildings as Landmark Square, the
Farmers and Bankers Building and
the Bitting Building. They are the
small businessmen of the world's
largest industry.

Many have left the business in
recent years. But those that remain
are experienced geologists who sur-
vived the bust in 1986 — only to
face what looks like a bleak fulure.

“It's worse now than it ever was,”
one geologist says.

A peologist, who asked not to be
identified, sold four prospects last
year. Not one of them has been
drilled. His income from those pros-
pecls and consulting last year was
less than §25,000.

He plans lo close his two-room
office and begin working out of his
home. His 1983 truck has 130,000
miles on it. He, oo, depends on the
income from his small interests in
the wells he has discovered.

“You just hope to pay your bills,”
he says.

The downturn has hit Indepen-
dent oil companies just as hard.

These are the small companies
that dominate U.S. exploration.
They bear scant resemblance to the
large oil companies — the Exxons
and the Mobils that the public asso-
ciates with the industry. Two-thirds
of the independent companies have
fewer than 20 employees.

Yet these small companies drill
85 percent of all the wells in the
Uniled States. They produce 41 per-
cent of the oil and 60 percent of the
natural gas in the continental United
Stales.

The big oil companies now spend
most of thelr exploration dollars
OVEerseas.

The oll that remains to be found
in the Uniled Slates will, by and
large, be found by independents.
And, desplte the reallties of the '00s,
young geologists are Irying to build
companies just as Hoover did in the
'60s.
Some of them are succeeding.

KANSAS OIL PATCH AT A GLANCE

E Number of oll wells (1930):
44,979

B Number of gas wells (1990):
14,003

H Number of oil wells producing
5 barels or fewer a day (1990):
36,654

B 0l production (1990): 55.3
million bamels

H Gas production {1990): 559.3
billion cubic feet

B Number of wells drilled
(1991): 2,123 wels

B Numnber of jobs (1990): 8,447
B Estimated value of oil produc-

tion (15990): $1.285 bilion

W Estimated value of gas pro-
duction (1920): $864.8 milion

M Oil severance taxes paid in fis-
cal 1991: $36.9 million *

M Gas severance taxes paid in
fiscal 1991: $59.4 million *

M Property taxes paid (1991):
$113.3 million

Sources: Kansas Department of Revenue,
Hansas Geological Survey, Independent Onl &
Gas Serwice, Kansas independent Ol &

Gas Associabon, Independent Petroleum As-
sociation of Amenca.

* Collections for fiscal 1991 from May
through Apri.

Thriving in tough times

"You've got to learn to make it
during the downtumns,” says Raul
Brito, whose company, Brito Oil Co.,
drilled its first well in 1986.

Brito, 33, earns a comfortable, up-
per-middleclass living from the oil
business. “We had some good
years,” he says. In any given year,
though, his income could be cut in
half.

“It's scary. But my fate is in my
own hands. If [ cant perform, I
won't do well,” says Brilo, dressed
in khaki pants, a white, button-down
shirt and a tie.

His company has hil five wells in
a row and has drilled eight dry
holes in a row.

“When [ hit a well, my wife says,
‘Why don't you get excited?' [ say,
‘Because the next five could be dry
— and then I'd have to be down.'”

His small company operates from
a two-room office in the Farmers
and Bankers Building. His only em-
ployee is a partdime secretary. The
company drills 10 wells a year, but

most of ils investors are other oil ,

companles,

Brito graduated from the Univer-
sity of Kansas in 1980 at the peak of
the oil boom. Al 33, he has already
seen a boom and a bust.

1 quit looking at the price of oil.
..: Whether the price Is §12 or §20,
the way I'm golng to build a com-
pany is find oil."

Finding oll in Kansas, though, Is
harder now than when Hoover slart-
ed out,

“There's still some good reserves
(in the stale) — appreciable
amounts,” Hoover says. “But they
are harder and harder to find. The
easy stuff has been found."

Even Hoover missed the great dis-
coveries of the 1930s, 1940s and
1950s. The state's oil production
peaked at 124 million barrels in
1956 — the year before Hoover and
his pariners founded Chiefl Drilling.
Last year, Kansas produced 55.3 mil-
lion barrels.

“Your plain old odds just aren't as
good,” Hoover says.

Geologists now hope lo find fields
that will produce 100,000 barrels of
oil — and dream about fields that
produce 500,000 to 1 million barrels.
These would once have been consid-
ered small fields. In Kansas, 81
fields have each produced more
than 10 million barrels.

“As time goes on, you have to be
a sharpshooler,” says a local geolo-
gist.

High taxes, new laws

The business is now more difficult
in other ways.

State and local taxes are higher.
And seemingly everyone in the in-
dustry worrles about more stringent
environmental regulations.

A few Irends, though, are encour-
aging.

The price of oll, when measured
in constant dollars, is higher now
than in the 1960s. Drilling costs have
fallen with prices. Technology is in-

creasing the amount of oll recov-
ered.

In addition, independent oll com-
panies face less competition for
prospects as the major oil compa-
nies concentrate their exploration
overseas,

But, that said, no one expects an-
other boom — at least in the near
future. The best that can be hoped
for is stable prices in the $18 to $20
range,

“What the (Persian Gulf) war
showed us was there was more than
enough oil,” Brito says.

And the industry has little hope
that Washinglon will offer any help.

“They're running an energy bill
on the Senate floor right now, and
there isn't a dime in it for Kansas,”
says Don Schnacke, executive direc-
tor of the Kansas Independent Oil &
Gas Association.

Since 1986, domestic crude oil
production declined by more than
1.7 million barrels a day — the
equivalent of taking Kuwail's pro-
duction out of the world market. Bul
to moest policy-makers, wamnings
about the dangers of depending on
foreign oll sound as outdated as -
warnings about communism.

“The public isn't going to demand
any kind of energy policy as long as
there's cheap pasoline,” James says.

A hardy breed

Yet, at $18 a barrel, money can
be made in the oil business.

Independent companies spent an
average of $10.53 to find and pro-
duce each new barrel of oil or its
equivalent In 1990, according to a
survey of public oil companies by
Arthur Andersen & Co,

The problem is convincing — or
even finding — investors.

“[ think the quality of deals being
drilled now are as good as they've
ever been,” says Mike Dixon, presi-
dent of Morrison-Dixon, a small
company that drills six to eight wells
a year.

“When lhings are good, they're
good. When things are bad, they're
bad,” Dixon says. “But that's the
way all businesses are."

Dixon doesn't think of himself in
a dying industry, and he has no
desire to find a new career.

“This is what 1 know," he says
“This is what [ want to do."

He's representalive. The oil busi-
ness inspires passion. And geclogisis
often talk about their love of the
business and the excitement of find-
ing oil.

“I pretty much knew what [ want- .
ed to do since 1 was in junior high
school,” says Howard, who, at 31, is
one of the youngest independent ge-
ologists still in the business. )

He eams a middle<lass income,
is slowly building his oil production
and is taking a long-term view. “Per-
severance wins out every time" he
5ays.

Nonetheless, he says, "l can tell
you right now that if my wife wasn't
working, I'd be looking for some-
thing else.”

But, even in hard times, optimism -
remains.

“One nice field changes a lot of
things — even at $20 a barrel,”
Howard says.

The coming years, though, are un-
likely to be easy. An important in-
dustry to the state is facing a pro-
longed downturn. There have been
others. But a risky business, one
tough In the best of times, has be-
come much tougher.

“It lakes a cerfain type of cat to
be in this business,” Hoover says.
“It's kind of like riding a roller
coasler. But you know there are go-
ing to be more downs than ups.”
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HARD TIMES

The Great
Energy Bust

By RICHARD WOODBURY
MIDLAND

long Highway 80 in

West Texas between

Midland and Odes-

sa, giant drilling rigs
sit rusting in the winter sun.
Gas wells that dot the bleak
mesquite-covered prairie lie
shut down. Downtown Mid-
land has the stark look of an
evacuated city, with empty °
storefronts and vacant build-
ing lobbies.

The scene across Ameri- 3
ca’s oil patch these days bearsa
chilling likeness to the bust
that befell the region in the mid- 19 Os,
when energy-production jobs plunged
more than one-third. But in fact the situa-
tion today is worse. While many parts of
the U.S. economy are struggling through
the recession, few are as hard hit as ener-
gy. By every measure, these are among the
toughest times since that first gusher at
Spindletop in 1901—more akin to the
Great Depression than the cyclical
booms-and-busts since.

Across the South and West, drilling ac-
tivity for crude oil is at its lowest point in 52
years. The rig count, the best gauge of life
in the oil patch, hovered last week near an
all-time low of 660. Production from exist-
ing fields has shrunk to its lowest since
1962. Scores of drillers, producers and sup-
port firms are laying off, folding up or go-
ing bankrupt. Warns Denise Bode, presi-
dent of the International Petroleum
Association of America: “The industry is
nearing a state of economic collapse.”

More distressing, this latest downturn
gives every indication of being permanent.
Faced with languishing prices, lower prof-
it margins and tight environmental hur-
dles to new exploration, the major oil
companies are selling off their propertics,
packing up their drilling gear and heading
overseas. Ten billion dollars in assels are

More than any previous recession in the U.S. oil and gas industry, this
one smells dangerously permanent

xploration and produc-
tion head for Afrchl South America and
the Far East, where drilling costs can be
cheaper by half and government sweeten-
ers make new ventures enticing. As the
majors lay off workers and leave, those in-
dependent companies that can are follow-
ing. Others arc closing up shop or re-
trenching. Asscrts energy scholar Daniel
Yergin: “We’re seeing a fundamental
contraction on the domestic side along
with one of the greatest migrations in the
history of the oil industry.”

Unlike the bust of the mid-"80s, which
was marked by nose-diving crude-oil
prices, the immediate problem this time
is natural gas, Often extracted from the
same formations as oil, gas accounts for
24% of the nation’s energy consumption,
mainly in heavy industry. Producer prices
at the wellhead have been in a free fall for
months, plummeting last month to $1 per
1,000 cu. ft., down 23% from a year ago.
At that price, producers say they can
barcly turn a profit, and many who can
still afford to operate are shutting their
supplies in the ground in hopes of an
eventual upturn.

Campaigning in the oil patch Jast
week, President Bush responded to the
plight—and political anger—of natural-
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gas producers by taking steps to bolster
demand. He removed regulatory barriers
that have hampered utilities from convert-
ing power plants fueled by coal and oil to
natural gas. At.the same time, Bush less-
ened restrictions on the sale of com-
pressed natueal gas-for cars and other ve-
hicles. In Washington, Energy Secretary
James Watkins declared, “The worst
thing we could do is allow our oil and gas
industries to decline the way we have.”
The gas price slide has been a round-
house punch to the big energy states of
Texas, Louisiana, Oklahoma and New
Mexico, still struggling to climb back from
the earlier debacle. Scores of wildeatters,
who find most of the domestic crude and
who went after gas when the market fell
apart, have folded in the past 18 months.
The impact has been just as severe in
Canada, where oil and gas are a bedrock
of the economy, contributing nearly 12%
of the $588 billion gross domestic product.
Since 1989, nearly 15% of the Canadian
work force has been laid off, and major
producers are shuttering refineries and
closing thousands of service stations. Last
year Imperial Oil, owned largely by Ex-
xon, posted the first loss in its 111-year
history. Another giant, Gulf Canada Re-
sources Ltd., stunned the industry last

month by walking away from its stake in a
huge undersea oil project on the Grand
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CHEAPER GAS Banks of Newfoundland.

at the pump, per gal. Outside the oil patch,

1982 few notice and many ben-
$ 1 .30 efit from the price slump.
1992 Supplies of oil and gas

$ 1 03 for home heating and in-
B dustry, abetted by a
string of six warm win-
ters, have remained abundant. And the
price of gasoline, an average $1.03 per gal.
nationwide for regular, is the lowest in
months, thanks largely to oPEC and other
foreign producers; they have made up the
drop in domestic production by supplying
43% of U.S. oil consumption. On the oth-
er hand, the public has not benefited from
the drop in natural-gas prices, as pipeline
companies and distributors have gobbled
up the savings before the fuel reaches
households. Though prices at the well-
head have tumbled from $2.66 to $1.16
since 1984, household users in Charlotte,
N.C,, still pay a rate of §6.14, only Sle less
than they did 8 years ago.

The steady rise in oil imports has
alarmed many planners and industry strat-
egists, who fear that the nation may be set-
ting itself up for another crisis if war flares
again in the Middle East. Domestic pro-
duction, dropping at the rate of 300,000
bbl. a day, has declined to its lowest level in
40 years. The Congressional Office of
Technology Assessment projects that by
2010 the nation could depend on imports
for nearly 70% of total supply, an amount
that Houston energy consultant Louis
Powers estimates will take 36 supertankers
a day to deliver. Warns Powers: “The
mind-set is to let the Saudis give us all we
need. It’s a policy we will all live to regret.”

In many respects, the current slump is
an extension of the mid-"80s energy bust
that saw prices plummet to §9 per bbl. Just
as the region was attempting to diversify
out of its energy dependence, the gulf cri-
sis suddenly forced prices to $40 in 1990,
spurring some drillers to crank up rigs
again. But when the war ended, hopes
were dashed just as quickly; prices slid
back down, and the small trickle of invest-
ment money dried up.

The big concern now is the depressed
market for gas, which is still the target of

“most drilling because its plentiful reserves

SHRINKING PRICES

. CRUDE OIL
per bbl.

£ 1982

NATURAL GAS

. per thousand cubic feet
- 1982

- $2.46
1992

$1.16

are largely untapped and exploration car-
ries tax breaks for investors. “1t's a blood-
bath,” says gas entrepreneur and former
corporate IdldL]’ T. Boone Pickens. “How
many more hits can the industry take?”
Faced with declining profits [rom U.S.
oil and gas operations, such major firms as
Chevron, ARCO and Phillips are putting
more money into overseas exploration
than they are investing at home. “You
have to go where you can find the reserves
and make a profit,” explains Wayne Allen,

president of Phillips, which has hiked for-
eign spending 15% since 1989 to bankroll
drilling in such places as Gibon, New
Guinea and Italy. All told, according to a
Salomon Brothers survey, U.S. oil compa-
increasing

nies are foreign investment

far o,
nearly 10%. At the same time, the 21 larg-
est firms are cutting exploration spending
in this country by 139%.

Far more troubling than price fluctu-
ations and investment patterns is the fact
that the U.S. is running out of economi-
cally recoverable oil. Known reserves
that can be extracted at current market
prices have been declining almost steadi-
ly for 22 years, and the current supply of
26 billion bbl. would last the nation bare-
ly four years at present usage rates. And
while vast formations remain untapped,
they are in environmentally sensitive ar-
cas—the Alaskan wildlife refuge and ofi-
shore California—that Congress has put
off limits.

Qilmen argue that the failure to open
such reserves will only speed the move
overseas and increase U.S. dependence
on imports. Marathon Oil Co. is pouring
nearly three-fourths ol its $750 million
current production budget into foreign
ventures. “Other countries covet our tech-
nology and the jobs we bring, and they're
luring us with sweet deals,” says Marathon
president Victor Beghini. “while our gov-
ernment is turning its back.”

Oil firms also complain bitterly about
an array of regulations that require refin-
eries to meet costly standards for refor-
mulated gasoline and other clean-burning
fuels. As a result, Shell, Amoco and Uno-
cal are among big producers that plan to
close or downsize Gacilities. Oilmen say
domestic production is further threatened

L ivoins

69%

1982

1992

by proposed EPA regulations that would
impose tight controls on drilling wastes
and other by-products. Such rules, they
warn, will force the closing of hundreds of
small “stripper” wells that make up 75%
of the nation’s total.

— "A'more bdsic worty isthat unless drill- -

ing rebounds to the 1,100-rig level and
stays there, the industry’s infrastructure
will be so impaired that it won’t be able to
come back—ever—and U.S. pro-
duction will slip further. Oilmen
decry the lack of attention and
support that they feel the indus-

1985 try gets—from the White House
30 A) on down. “We should have a do-
1992 mestic energy policy, but we still
43% _don’t have,” asserts Pickens.
Baker Hughes economist Ike

7 cuﬁlgrlegch -Kerridge.agrees: “There’s a real

danger in driving too many peo-
ple out of business. The govern-
ment ought to be concerned.”

The trouble is that the oil and
gas industry is one that many
Americans have learned to love
to hate, With the memory of Big Oil’s vast
profits in the 1970s and early 80s still
fresh in their minds, consumers and law-
makers outside the oil patch have little
sympathy for the industry’s woes. But
that could prove shortsighted at a time
when U.S. reliance on forelgn oil is rap-
idly on the rise.

Reversing that trend will take a com-
bined effort by st‘hing[on and consumers

and the companies themselves Energy

firms should develop
new technologies that
will let them extract do-
mestic oil and gas cheap-
lyenoughto makea prof-
it even when prices are
low. And motorists
should be able totolerate
an oil-import fee that
would raise gasoline
pricesafewcentsapallon
at the pump; that would
provide fresh incentives
for domestic drilling and
producerevenues to help
reduce the federal defi-
cit. Without some such
policy, the U.S. could
find itself paying for
cheap oil and gas today
with skyrocketing prices
when the next energy
shock hits tomorrow.
—With reporting by
Courtney Tower/Ottawa

TIME MARCELLG, 1992

FEWER JOBS
708,000
391,000
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CPAK

Commercial Property
Association of Kansas

LEGISLATIVE TESTIMONY

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME IS GORDON
GARRETT. I AM REPRESENTING THE COMMERCIAL PROPERTY
ASSOCIATION OF KANSAS. THE MEMBERS OF THIS ASSOCIATION
PAY ALMOST $40,000,000 A YEAR IN PROPERTY TAXES.

We rise in support of SCR #1640 and made the following
points for you to consider in your deliberations.

1. It appears from actions and discourse that the
citizens of Kansas are rapidly coming to the conclusion
that property has a finite ability to fund government.

2. Local government in Kansas derives too high of a
percentage of its revenue from the property tax. It is
the 14th highest in the U. S. in its reliance on property
tax. Kansas is higher than all of its neighboring states
and much higher than Missouri and Oklahoma. Commercial
property tax rates in Kansas are among the highest if not
the highest in the United States.

3. One of the attractive things about a cap on property
tax is that it provides some stability in the market
place. One of the most important things to businesses of
all types is stability. This applies whether it is an
existing business considering expansion or a business
considering Kansas as a location. Our present system has
no stability in regard to commercial property taxes.

4. Property tax is the only source of revenue that is
open ended. There is no limit on the rate that property
is taxed at. Sales tax is set at a certain percentage.
Income tax rates are set at a certain percentage.
Property tax has an unrestricted ability to go up.

It’s only limitation is government spending and we all
know how that has been restricted.

5. The great merit of the property tax cap is that it
addresses both major issues (1) the heavy burden
currently placed on property tax (2) cost control
relating to the mill levy creep.

SE AT 7= A TS T f-‘/:v’&‘

H =P 2



We also want to speak in support of SCR #1635 and HCR
#5007.

(1) We are in favor of the concept of both bills.
However, in our view, to change the commercial rate to
25% doesn’t go far enough.

(2) Virtually everyone agrees that the most egregious
consequence of reappraisal and classification was to dump
too much of the tax burden on commercial property. The
Governors Task Force concluded unanimously that
"commercial real property was taxed at a higher effective
rate than is considered equitable."

(3) There will be only one visit to re-structure the
classification rates in the foreseeable future.
Therefore the unequal burden on commercial should be set
at 20% or lower. If necessary to get there you should at
least consider a phase-in. 30% - 25% will not solve the
problem of the relative burden. The problem is not going
to go away with that solution. This inequitable burden
will continue to be a sore spot in the Kansas economy and
an issue that will continue to be a dominant issue in the
Legislature for years to come.

Both resolutions have a provision to raise the
assessment rate on vacant lots which are commercial. We
of course oppose this, and find that it makes no sense.
Vacant lots are developers inventory. All other
inventory in Kansas is off from the tax rolls.

(4) The current burden of taxation on commercial real
estate must be reduced to become more in line with
surrounding states and the nation. Economic development
and economic growth in Kansas cannot proceed properly
over the next months and years until this inequitable
burden of taxation on commercial real property is reduced
significantly.

(5) In conclusion, let us make the point that lowering
the assessment rates for commercial property is not a
developers issue, a realtors issue, or a property owners
issue. It is a Kansas economy issue.




COMMERCIALS, INC.

Address to Senate Assessment and Taxation Committee

800 Epic Center / 301 N. Main / Wichita, Kansas 67202 / (316) 291-8300

Good morning. I'm Jim Garvey, President of Builders Commercials, Inc. in
Wichita, Kansas. I'm here today because I am very concerned about the
survival of our business. Four years ago our property taxes were
$322,524. Today, they total $673,510 for the same properties. This is an
increase of $350,986 or 108.8%. We pay more to the government in property
taxes than we make on the properties themselves, and we have millions of
dollars at risk, while the government has none. If the trend of ever
escalating property taxes continues, I figure we will be out of business
in a few more years. The attached article from the Wichita Business
Journal tells of Garfield's closing its doors in Wichita. Garfield's was
part of a restaurant chain headquartered in Oklahoma City. In referring
to the closing of the Wichita store, the president of the company stated,
"The high cost of real estate (taxes) drove us out. We're moving on to a
friendlier state." I know of another longtime restaurant owner in Wichita
who closed his business due to the high taxes.

Another article also from the Wichita Business Journal (which is attached)
shows how Wichita's commercial tax rate is about twice that of Kansas
City, Missouri and Denver, and about four times that of Albuquerque,
Tulsa, and Oklahoma City. The same article refers to Colby Sandlian, a
Wichita developer who has now stopped any further development projects in
Kansas because of the high tax rate. He's now investing his money and
construction efforts exclusively in other states.

Where would Kansas be if we had had these high property taxes in earlier
years? If Frank and Dan Carney had had to pay the high taxes we now have,
would they have been able to pay their way through college with a small
one-store business they had called Pizza Hut? Would other businesses that
were once small been able to survive like Coleman, Beech, Cessna, Learjet,
Rent A Center? The high taxes threaten the survival of our small
businesses, and they are the future of Kansas, for most new jobs are
created by small business.

We need a property tax cap, and I very much support Senate Concurrent
Resolution Number 1640. Developers and business people need to know what
their taxes will be and not that they escalate out of control every year.
Every $100 tax increase to the homeowner is a $250 tax increase to the
commercial property owner. I feel sorry for commercial property owners
because I know how high their taxes are, 2 1/2 times a comparable
residential structure. We have a Quik Trip building which paid a little
over $3,000/year in property taxes four years ago and now pays well over
$10,000/year. How can anyone open a new business when they have a $10,000
bill just to open their doors? Property taxes in Kansas account for 41%
of the combined state and local taxes while in Missouri they account for
247% and Oklahoma 22%. Over 177 of our company's revenues go toward
property taxes. I would much rather pay the state sales tax of 5 1/4% of
revenues. Property taxes account for over 277 of our company's operating
expenses.

I feel the future of Kansas is at stake. If we do not give property tax Jlfzf4j2i;j§55">
relief to the small business owner, our future as a state does not appear z e
good. I strongly recommend your support for the 17 - 27 property tax cap

P _
as proposed in Senate Concurrent Resolution Number 1640. y v /
Thank You.
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5-year-old Garfield's restaurant closes doors at Carriage Park

By DAVID DINELL

Citing Kansas’ property taxes, the man-
agement of Garfield’s Restaurant and Pub
in Carriage Park Shopping Center closed
the business last Friday.

Vince Orza, president of Oklahoma
City-based Eateries Inc., the parent compa-
ny of Garfield’s, a 31-unit chain of casual
dining and bars, said traffic at the 5-year-
old restaurant was stable, but taxes made
business unprofitable.

“The high cost of real estate (taxes)
drove us out,” Orza said. “We’re moving
on to a friendlier state.”

Orza could not state the exact cost of
his company’s taxes, but said Eateries Inc.
appealed its assessment without success.

Garfield’s is currently in the process of
opening a store in Mobile, Ala., one of 11
states where it has outlets. Although

Garfield’s has a lot of competition in its
field, especially in Wichita, Orza said
that’s simply the nature of the business and
was not a problem for the 150-seat diner.
“Wichita is really a good restaurant town,”
he said. '

Eateries Inc. at one time had plans for a
second location in Wichita, but Orza said
those plans were scrapped when manage-
ment examined the tax structure here. The
Wichita store had been Garfield’s only
branch in Kansas.

About 40 employees lost their jobs here
in the move, although some, including the
management team, are transferring to other
Garfield’s.

Along with workers” compensation, the
property tax issue is the most serious prob-
lem the restaurant industry in the state is
facing, said George Puckett, executive vice

president of the 900-member Wichita-
based Kansas Restaurant and Hospitality
Association. _

“We must have tax relief,” Puckett said
from his Topeka oifice. “Restaurants oper-
ate on a slim margin and taxes are blowing
them out of the water.”

Especially affected are small chains and
restaurants under individual ownership,
Puckert said. Puckett added that he would
not be surprised to see additional restau-
rants close and leave the state, citing prop-
erty taxes as the reason.

The former Garfield’s site, in the west
side of the entrance to the Carriage Park
Shopping Center near the corner of Central
and Edgemoor, has housed several unsuc-
cessful restaurant ventures and has also
stood vacant for periods of time. :

The 35,800-square-foot building con-

tained a Pancake House Restaurant and
then another short-lived restaurant before
Garfield’s signed a lease in 1987.

Although there was no public advance
notice of the closure, several employees of
nearby Pennypower believed something
was in the works when they went to the
restaurant last Friday and were told many
of items on the menu were not available,
said Tom Cronk, former publisher of the
shopper newspaper.

J.P. Weigand & Sons Inc., which han-
dles leasing for Carriage Park, has begun
the process of seeking another tenant for
the site, according to Grant Tidemann,
Weigand’s agent for the complex.
Weigand, which had received a 30-day
notice from Garfield’s, is locking for a
family-style restaurant to.occupy the space
and is currently talking with several busi-
nesses, but so far no commitments have
been made, Tidemann said.

Glen Porter, vice president of TMB Ser-
vice Corp., the Kansas City-based owner of
Carriage Park, said Garfield’s management
had discussed its dissatisfaction about prop-
erty taxes with him, but he expressed confi-
dence in the property’s value.

Real estate firm cites
taxes for bankruptcy

By KEVIN BUMGARNER

The owners of Pechin Investments, a
real estate investmeni company at 230 N.
Cleveland, have filed for protection from
creditors under Chapter 11 of U.S
bankruptcy law.

The husband-and-wife team of Howard
and Paula Pechin, sole owners of the busi-
ness. filed for bankruotcv individuaily and
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Lecal praperty ’cax rate hlgher than other midwestern cities

By KEVIN BUMGARNER

Colby Sandlian pioneered the strip
center in Wichita. He built many of them
here, along with storage units and apart-
ment complexes.

But after 40 years of developing com-
mercial real estate locally, the efforts of
Wichita-based Sandlian Realty are now fo-
cused on what the company views as more
promising environments: Oklahoma,
Texas, Louisiana, Florida, Tennessee and
Indiana. .

Unbearable property taxes was the main
factor in concentrating future construction
outside of Wichita and the state of Kansas,
said Charles E. Sutherland, director of ac-
quisitions for the Midstates Division of
Sandlian Realty.

“We stopped developmcv new stuff in
Kansas because it became so risky and un-
profitable to develop,” Sutherland said.
“We chose the states we did for a variety
of reasons, one of which was that the tax
structure in relationship to rents was de-
cent. On average, we’re paying half the
taxes as a percentage of rent as you would
pay in Kansas.” :

In fact, the 1991 effective tax rate — a
property’s annual tax cost as a percentage
of its market value — for commercial
properties in Wichita is higher than 10
cities in neighboring states, according to a
survey conducted earlier this year by San-
dlian Realty. The cities surveyed were Dal-
las; Lincoln, Neb.; Omaha, Neb.; Austin,
Texas; Kansas City, Mo.; Denver; Baton
Rouge, La.; Albuguerque, N.M.; Tulsa,
Okla. and Oklahoma City.

How Wichita Compares

City
Wichita
Dallas
Lincoin
Omaha
Austin

Denver

Baton Rouge
Albuguergue
Tulsa
Oklahoma City

Exactly what Wichita’s unfavorable tax
status means to economic development ef-
forts is not clear.

Most in the real estate community
would agree with Sutherland’s assessment
that Wichita is “at a severe disadvantage”
when it tries to compete with other mid-
western cities for the commercial real es-
tate investor’s dollar.

Kansas City, Mo.

Property tax rates -

Commercial 1990/91
Assessment Mill
Percentage Levy’
30 13.03
100 3.0
100 2.74
a0 2.65
100 2.34
32 6.27
29 _ 6.76
15 10.00-
33 3.40
11 9.57
11 8.42

' Tax rates for individual properties within a city will vary due to levy rates of individual taxing disticts; fiscal
years diifer so some mill levies are for 1990 and some for 1991.

Source: May survey by Sandlian Flealty

“People who invest their money in real
estate — people who buy shopping cen-
ters, apartments, etc. — look for a home
for that money with an above-average re-
turn.” explained Tom Johnson. vice presi-
dent and general manager of the commer-
cial division of J.P. Weigand & Sons Inc.

“The properties that are available here
compete around the country for those dol-

Effective
Tax Rate
(Percent)

38
3.8
2.7

lars. If an investor looks at Wichita and

then those other cities, where is he going
to choose to put those dollars?”

Lamented Marlin Penner, president of
John T. Amold Asscciates Inc.: “Develop-
ers who in the past have provided us a
product now go out of the market.”

The impact of property taxes o.

Please turn to page 17
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Real estate firm cites
taxes for bankruptcy

By KEVIN BUMGARNER

The owners of Pechin Investments, a
real estate investment company at 230 N.
Cleveland, have filed for prolection from
creditors under Chapter 11 of U.S.
bankruplcy law.

The husband-and-wife team of Howard
and Paula Pechin, sole owners of the busi-
ness, filed for bankruptey individually and
as owners of Pechin Investments on Feb.
21. They listed assels of $1.05 million
against liabilities of $1.15 million, accord-
ing to U.S. Federal District. Court docu-
ments.

According to the [iling, the Pechins
seck to exempt $152,150, including a
$127,500 house in Derby, thus leaving
more than $900,000 in assets for distribu-
tion to credilors.

Attorney Christopher Redmond said
the Pechins plan a “structured liquidation”
of their property holdings to pay creditors.

The Pechins own properties with an
estimated market value of $1.03 million,
according to court documents. Aside from
their house, the Pechins own the following
propertics: 522 and 532 N, St. Francis,
240 and 242 Cleveland, 1401 S. Washing-
ton, 215 Paltic, 315 and 317 Ohio, 228
and 238 Cleveland, 330 and 332 Cleve-
land, 313 and 319 Mathewson, 828 and
830 Murdock and 515 Plum in Welling-

*lon, :

Most of those buildings are
office/warchouse spaces that cater to
smaller companies. Redmond cited declin-
ing property values and high laxes as rea-
sons for the filing. ;

“The value of the investment real prop-.
erty (has) decreased substantially over the
past few ycars for many reasons and the
overall debt on the real property was no
longer able to be managed,” Redmond
said.

In the bankruptcy filing, the Pechins
listed losses of nearly $50,000 over the
past two years from the operation of their
business.

The filing will-not impact Pechin Con-
struction Co., a residential and commer-
cial construction company owned by Wes
Pechin, Howard and Paula’s son.
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Kansas feels

iax bite

Higher assessments hurt growth

By Cynthia Mines
and Kevin Bumgarner

Kansas’ tax reappraisal and classi-
fication hit the commercial real es-
“zte market like the dreadful tornado
in 1989. After three rounds of prop-
erty tax bills, the market is feeling
the full force of the state’s first prop-
erty-tax reassessment in 20 years.

Although somewhart isolated from
the recessionary setbacks on the
coasts, developers and building own-
ers are reeling from spiraling prop-
erty-tax increases that, in many
cases, are being passed on to ten-
ants, and are keeping the market as
flat as the state’s terrain.

The reassessment classified resi-

dential property at 12% of appraised
value and commercial property at
30%, which presented some busi-
nesses with tax bill increases of sev-
eral hundred percent. The local mill
levy gave Wichita, the state’s largest
city, an effective tax rate of 3.9%,
much higher than other major cities
nearby such as Denver, Oklzhoma
City and Tulsa.

“We have scrapped four projects
simply because of the real estate tax
implications to our tenants,” says
Tom Petersen of Topeka's Associ-
ated Commercial Brokers Inc., which
is developing Corporate Hills Office
Park. “We are absorbing a signifi-

(See Wichita, page 12)

Fifieid Cos.,
rCS merge

By Al Girardi, Managing Editor
With the economy depressed and
development recessed, everybody’'s
talking property management. And
Frain Camins & Swartchild’s recent
merger with Fifield Cos. Ltd. is giv-
ing them more to talk about.
Retaining the FCS name, the ne
company will combine Fifield’s ma..
agement and leasing assets of 3.3
million sq. ft. in 19 office properties
with FCS’s original base of 3.7 mil-
lion sq. ft. in 20 properties. And ac-
cording to FCS, the addition of retail
and industrial properties gives the
firm a total property management
portfolio of about 9.2 million sq. ft.
(See Merger, page 11)

Competition for centracts is intensifying

By David C. Wagman
Property managers must feel a

SRt ik S ST R

maining growth segments. And not
surprisingly, with supply essentially

own account.

Bur then the flrm s partne"s de-

M. Mo——- |
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of Iifield Cos., will relain own-
.ap interests in a variely of prop-
erlies and will do some consulting for
[FCS. “Steve is an entreprencur, a
deal-maker, the service side of his
business grew up around this," says
Robert Smietana, executive vice
president in charge of Fificld Cos.’
property manajgement division.
Smietana will relain a similar posi-
tion with FCS.

Smietana says Lhal. while Filicld
“didn’t have a gun to his head,” mar-
ket condilions forced him to inake
the move. “The business was al Lhe
pinnacle of ils value. And he wanted
to maximize the value of his con-
tracts, which miprht have been lost
because of bad press over some of the
hits he had taken on the development
side. We hadn't lost any business, but
we weren't seeing new management
contracls."”

Both Frain and Camins say the
property management field will see
more consoelidations, "I don't think
there will be a rush of mergers,”
Irain says, “but just as there are too
many developers oul there, there
might soon be too many manage-
ment companies.”" And Caunins ndds
that the right malch improves offi-
ciency and culs cosls,

But not everybody believes that
more mergers arc [ated. Jacque Du-
charme, senior vice president and
manager of Julien J. Studley Inc.'s
Chicago office, says Filield Co.’s de-
cision was more an individual choice
by Steve Fifield, rather than the re-
flection of a trend. “It's a pood

hy, but T don't think il will have
any impacl on the market,"says Du-
charme.

Like Ducharme, Craig Bayless,
managing director of Tishman
Speyer I'roperlies’ Ghieago office,
says he doesn't foresce Lhe F'CS deal
as having much effect on Lhe market.
“It’s highly unlikely we'll see any
mega-mergers, beeause Lhey often
create massive orgranizalional prob-
lems,” he says. “I1s difficult for two
large companies, wilh different work
styles and corporale cullures, to
mesh effcelively.”

But Bill Norwell, COO and director
of property management for Des
Plaines, HL-based Corporale Really
Advisors Inc., iloes expeel mergers
Lo continue. “Meryringr and consolida-
tion have been going on, and 1 see
other firms doing il in the future —
as opposed Lo proingr oul of business. 1
do think there will he casualties. Bul,
there are a lol of huildings oul there,
and so Lhere are opportunities for
quality, proven managers who can
adapt." -

Whatever Lhe propects lor new
mergers, says Louis Masotli, a pro-
[essor of management and real es-
lale at Northweslern Universily's
J.L. Kellopgz Sehool of Manyrement,
properly management will continue
to be hot. "I the "80s was Uhe decade
of the developers, the '90s will be the
ecade of properly managers and
leasing aprenls,” says Masolli. “If the
'80s were Lhe decade of grelling ten-
ants, the "90a will be Lthe decade of
keeping them."1])
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Wichita
(Continued from page 1)
cant porlion of real estate tax in-
creases out ol cashflow to keep our
lenants.”

Property-lax increases of 300-
600% are forcing ABC to look out of
state for developmenl. opportunities,
he says.

Some developers, such as Wichita's
George Ablah, president of Ameri-
can Diversified Real Estate and
Woodlawn Development Co., have
seen their properties revert to lend-
ers. Ablah lost the 18,100 sq. ft.
Comolarn Retail Center and the
105,000 s5q. M. Cenlre City Plaza of-
fice building Lo Lhe Travelers Coryp.
Through lvreclosure, Lhe Hartford,
Conn.-based insurance company owns
more than 500,000 sq. ft. of Wichila-
arca commercial real cstate, with an
appraised value of more than $25
million. Properties in lhe process of
foreclosurce in lale 1991 could double
that amount.

Developers conlend Lhe market is
further strained by lenders tighten-
ing standards on real cstate loans,
but banks deny the charpre. “We have
the money. We're just not getting the
requests,” says Jefl Berkley, vice
presidenl/commercial real estate
lending al Bank IV Topeka, part of
the state's larjrest banlk holding com-
pany.

Berkley says that taxes, which sev-
eral years ago ranged from $1 to
$1.50 a sq. [t., are now running from
$2.50 Lo as hiph as $6 a sq. {t.

An unlikely boon to huilding came
in the form of a deadly twister thal
ripped across Lhe edpge of Wichita in
April 1991, It spurred not only new
construclion, but increased occu-
pancy rates al aparlment complexes
as families waited for Lheir homes to
be rebuilt.

At MeConnell Air Force Base, one
of the mosl heavily daumaged areas, a
total of 51 buildings on Lhe base were
either damaged or destroyed, along
with 265 buildings in nearby base
housing.

Bids went oul in lale Tall and win-
ter on many of the major projects,
including an estimaled $19.9 million
hospital and a $16.3 willion commu-
nity cenler, In addilion to damage
repair, the base also plans a 69,000
sq. ft. commissary Lo be built at an
estimated cost of $10 million.

Wichita

The city still is grappling with a
downtown revilalizalion plan, an-
nounced in 1990 by local developer
and Residence Inn lounder Jack
DeBoer. At issue is how to spend
$310 million, including $100 million
in tax dollars, Lo draw people back to
the core of the cily, which has a
melro population of 485,000,

Three of Lhe cily's four hospitals
have expansions under way, The
largest is a $35 million project at St.
Francis Regional Medical Center.
And two new rehabilitalion hospitals
are under construclion: Rehabilita-
tion Hospital of Wichila, a 60-bed,
62,800 sq. [L. project, is being built
on the east side al a cost of $6 mil-
lion, and I1CA Wesley Medical Cen-
ter is building n 91,700 . [L., $8.8

million rehab facility o vest
side. Both will open in 199..

The corporale headquarters of
Pizza Hut not only ended rumors it
might leave Wichitn, hut embarked
on a 54,800 sq. ft. cxpansion. Eby
Construction Co. of Wichita has the
contract for the $3.8 million project,
which was designed by Gossen Liv-
ingston Associntes.

Koch Industries is continuing work
on what will be Lhe state’s largest of-
fice building, a 550,000 sq. ft. strue-
ture on the northeast edge of the
city. Eby is also building Kocl's $32
million, eight-story office building,
which should be completed in early
1992.

Olfice

The cily's overall office vacaney
rate of 21% showed liLtle improve-
menl during 1991, according to J.I".
Weigand & Sons Ine., Lhe city's larg-
est commereial real eslate brokerage
firm.

llowever, Class A in the downtown
area had a vacancy rale of only 14%,
down 2% during the year. Quoted
renls average $14.36 n sq. {t.

While vacancy rates may have been
stalic, many olher changes occurred
in Lhe office market. FFor one, the
four-year-old Epic Center, the larg-
est downlown office huilding, with
298,000 sq. ft., is for =ale again. The
owners arc the Alaska Permanent
IFund Corporation and n Boeing com-
pany employee investment fund. The
U.S. Attorney's Wichita office re-
cenlly has relocaled Lo Lhe building,
taking 21,170 sq. ft. and becoming its
largest tenant. Bul even wilth the
new people, the 22-slory building is
only 66% uccupied. When it went up
for sale, the asking price was $12
million, less than hall what it cost to
build.

A major downtown casualty in
1991 was the 10-story, 105,000 sq. ft.
Century Plaza office near the city's
Century 1I convention eenter. A lack
of tenants closed Lhe property in
June.

Downtown revitalizalion could be
boosted by the stale’s decision to
consolidate and relocate ils Wichita
offices inlo one of two office com-
plexes, including the vacant 294,450
sq. {t. Dillard's deparlment store
building in Lhe midst of bankruptey
proceedings.

Suburban Office

Suburban office park developnents
— including Refleclion Ridge on the
west, and Corporate Lakes and Polo
Club to the east — continued to pro-
gress in 1991, Most new projecls are
mixes of owner occupicd and leased
buildings that still have several years
before being fully developed.

Reggie Roothe, who is developing
the 12-acre Reflection Ridge, also
built the surrounding 426-acre Re-
flection Ridge Counlry Club golf
course and housing development.
Two buildings Lotaling more than
12,000 sq. ft. are up, and another
6,500 sq. It. building is under con-
struction,

Steve Clark and Jolmny Stevens
opened another office huilding in
'olo Club on Reck Road, the cily's
fastest-growing east side thorouph-

fare. The h-ncre park las six nf{':ceédé

buildings and room for four more,



Kansas T axpayers N etwork, inc.

Christy Wood
Programs Coordinator
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March 3@, 1992

My name is Christy Wood and [ am here as a proponent of SCR
1640 on behalf of Kansas Taxpayers HNetworl. We recently
placed an ad in the Wichita Eagle to determine Sedgwick
County's attitude toward SCR 1640.

The response Kansas Taxpayers Network has received in one
weeks time from this single effort is impressive. We’'ve
accumulated approximately 9 thousand signatures from a
sampling of the Wichita area. Several volunteers requested
extra petitions or made their own, collecting up to 50 or
more =ignatures. We've received approximately 100 calls a
day asking for more information or simply calling to thank
and congratulate Kansas Taxpayers Network on its efforts.
Many of these callers viewed themselves as victims of a tax-
happy, predatory government.

The response we’'ve received confirms the Kansas Association
of Realtors survey that stated that 62% of Kansans favor a
cap on property taxes and a majority of Kansans feel it’'s
the most important issue facing Kansas today.

People today are becoming less apathetic to government, they
are angry and desperate. The economic inability to
withstand the old tax and spend method of government has
forced the people of Kansas to become politically awvare.

People are unhappy with school financing reform. It added
12® million dollars to the budget in the guise of
readjusting school financing.

The biggest obstacle to property tax relief in the past has
been reaching a consensus on how to replace the lost
revenue. By deciding to replace the lost revenue plus add
additional revenue, in the current school refinancing reform
bill, this obstacle has been eliminated.

The property tax cap will be the one positive issue that is
the standard by which the incumbents effectiveness will be
measured.

It 1= my opinieon thet to ignore the new emerging voter
consensue this re-election year is simply committing

politicel suicide. The people of Kansas want relief and
they want politicians that will lead the way in these

difficult economic times.

301 N. Main, 800 Epic Center, Wichita, KS 67202 ) _ i o
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o/ T P
/rd' 77-‘ 7*/



PROPERYY TAXES ARk TOO HIGI.

LOOK AT THE FACTS...

V" Government spending in Kansas has doubled in 10 years! Has your paycheck?

¢’ Each new $1 in taxes costs you over $2 in lost future personal income.

v’ Kansas property tax is up to 4 times as high as Oklahoma, 2 times Missouri, Colorado, and Nebraska.

v’ You pay more taxes in Kansas than in any surrounding state & income growth is lower than any other state.

¢’ Total Kansas state and local government spending is over $3200 per person (man, woman, child) per year.

DO YOU AGREE?

Honest, hard working, common sense PEOPLE LIKE YOU & ME need to get government under
control. Our employees (elected representatives) have not been doing their job of representing us.

Q2 _ _ Paid Political Announcement
o> - - - - - =-"- """ """ ""mTit9qan - - -"====
If you will kindly put a 29¢ stamp H | | ” b::?c_;:SSSTAA;,E
on this envelope, you will help save your  RRTLED I THE
organization the return postage cosls.
Thank you. UNITED STATES

BUSINESS REPLY MAIL

FIRST CLASS PERMIT NO.4506 WICHITA, KANSAS

POSTAGE WILL BE PAID BY ADDRESSEE

Kansas T axpayers N etwork, inc.
Suite 800

301 N. Main Street

Wichita, KS 67202-9952

II”IIIIlIllIIIIHIII1III||I|II|IIIIIII|IIlll”lllll



A CAP W.LL CUT PROPERT?.
TAXES BY UP TO 50%!

Cutting taxes keeps money in your hands, where it does the most good. Homeowners, renters,
small & large businesses; this is a tax cut that will truly benefit everyone.

IT'S NOT ASKING TOO MUCH

For the government to live like the rest of us

IF YOU ARE TIRED OF FEELING HELPLESS,
DO THIS NOW!

v’ SIGN YOUR NAME, ADDRESS, & PHONE #
" ASK 3 FRIENDS AND CO-WORKERS TO SIGN
" CUT OFF REPLY CARD AND DROP IN MAIL

¢/ CALL OR WRITE YOUR LEGISLATORS SUPPORTING SCR 1640*
*Key wording: Constitutionally cap property tax at 1% of residential & 2% of commercial property fair market value.

To find out who your legislators are, call 383-7101

Write any Legislator at: Call your Legislators at:
State Capital Senators (913)-296-7300
Topeka, KS 66612 Representatives (913)-296-7500

For more info.: John Schuermann, Pres., Kansas Taxpayers Network, 301 N. Main Street, Suite 800, Wichita, KS 67202 (316)291-8364

DON'T JUST TALK - ACT NOW!

CITIZEN PETITION

CAP PROPERTY TAXES

We, the undersigned citizens of the State of Kansas, being of legal voting age, do hereby assert that the current levels
of property taxes are an unbearable burden on the economy and the people of the state. Therefore we hereby petition

for meaningful relief as follows.
——————————————————————————————

O
* CONSTITUTIONALLY CAP REAL PROPERTY TAXES AT 1% OF RESIDENTIAL
AND 2% OF COMMERCIAL PROPERTY FAIR MARKET VALUE

AME DDRESS - STREET, CITY., ZIPCODE PHONE #

B IMPORTANT DEADLINER

MUST BE RETURNED NO LATER THAN WEDNESDAY MARCH 25th
*Key wording of Senate Concurrent Resolution (SCR) 1640 on property tax relief.
THANK YOU FOR YOUR SUPPORT



TESTIMONY PRESENTED TQ SENATE ASSESSMENT & TAXATION COMMITTEE
April 1, 1992
Re: SCR 1635, SCR 1636, SCR 1640 and HCR 5007

Chairman Thiessen, members of the committee, I am Mary Ellen
Conlee representing the Kansas Association for Small Business, an
organization of 120 small manufacturers and companies which
directly serve manufacturers. With significant property tax
relief on the horizon as a result of the redirection in school
finance, we oppose any action toward constitutional
reclassification of property at this time.

If the legislature does move forward with a classification
amendment, we specifically oppose the shift of property taxes to
commerc;al and industrial machinery and equipment. Each of these
proposals before you today singles out machinery and equipment
for the largest increases--25% if assessment levels are increased
from 20%-25%, 50% if assessment levels are increased from 20%-
30%. These increases would be even larger if depreciation
schedules are changed from 7 to 11 years.

The Kansas manufacturing community competes nationally and
internationally for work contracts. Failures to retool have been
identified as major causes of America's inability to maintain
market share in the automobile and steel industries. National
policy in Japan, America's major industrial competitor, directs
replacement of manufacturing machinery and equipment every 5
years. Japan's commitment to technological advancement results
in more efficient, lower cost production.

The commercial property tax problem in Kansas should not be
solved by making it more expensive for the Kansas manufacturer to
retool. While a 20%, 7-year straight-line depreciation appralsal
level may look exce551vely favorable listed on paper, it is a
significant economic development statement encouraging Kansas
manufacturers toward the cutting edge of technology.

The Kansas Association for Small Business asks you to maintain
the 20%, 7-year depreciation appraisal level for machinery and
equlpment used in manufacturing production.

SEN HT L ATTES T
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Governmental Relations and Public Affairs Consulting
532 Naorth Broadway « Wichita, KS 67214 Tel 316 267-9992 - Fax 316 267- 1448




SENATE ASSESSMENT AND TAXATION COMMITTEE
April 1, 1992
RE: SCR 1640, 1635, 1636 & HCR 5007

Comments by Jack Glaves
On Behalf of Panhandle Eastern Corporation

Each of these Resolutions propose to discrimination against
public utility owned personal property inventory by assessing it
at a 33% ratio (30% in SCR 1636), notwithstanding the exempting
of all other merchants' and manufacturers' inventories. The
discrimination even exists 1in the same subclass, which
distinguish between railroad personal property inventories and
all other utility 1inventories. This blatant discrimination is,
we Dbelieve, unwarranted, being not based on any reasonable,
practical, governmental or legal basis, and as a result is
violative of the Fourteenth Amendment of the U.S. Constitution.
This is not a novel argument and, in fact, has been repeated many
times in the last two legislative sessions.

The Nebraska Supreme Court held, in a case decided last year

(Natural Gas Pipeline Company of America v. State Board of

Equalization and Assessment a/k/a The Trail Blazer Pipeline

Company Case), that the natural gas transmission pipelines in
Nebraska cannot ©be valued disproportionately with railroad
rolling stock, there being no real distinction between railroads
and other common carriers, stating:

"A legislative classification must operate uniformly on
all within a class which is reasonable."



The general proposition was again enunciated that:
"the classification must rest upon some difference in
situation or c¢ircumstance which, in reason, calls for
distinctive treatment."

This case was subsequent to the previous case of Northern

Natural Gas Company v. State Board of Equalization, 232 Neb. 806,

443 NW2d 249 (1989), in which cert. was denied by the U.S. S.Ct.,
110 Supreme Ct. 1130, 107 L. Ed2d 1036 (1990).

We believe the principles enunciated 1in these cases are the
law of the land and are controlling on the proposals 1in these
proposed constitutional amendments, which would result in a
different valuation ratio and different tax treatment of utility
inventory versus all ot her merchants' or manufacturers'
inventory, and as between railroad personal property and all
other utility personal property.

The Kansas Supreme Court, in the Meade County case, clearly

held that storage gas is merchants' 1inventory and is entitled to
the same treatment as all other merchants' inventory for tax
purposes, i.e., it is exempt.

Assuming the overriding desire of the public and the
legislature to address the classification issue, we submit that
it is shortsighted to burden the classification subject with the
specter of 1ligation that will surely ensue 1f the utility
inventory discrimination is not eliminated.

The tax dollar impact of this issue 1is relatively
insignificant in the overall scheme of things. I am attaching a

county list of state assessed valuation and exempt valuation for

, /
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1990 and 1991. You will note that the total 1991 state assessed
valuation 1is approximately $2.4 billion. The exempt valuation is
under $40 million, or about .017% of the total state assessed
valuat ion. Although the $39.8 million exempt wvaluation is spread
over 54 counties, it 1is of significance in only about 9 or 10
count ies, there being:9 with valuation 1in excess of a million
dollars. My client is impacted by this issue because of its gas
storage field in Meade County, which has exempt valuation of
$10,716,000, which 1is over one-fourth of the total exempt
valuat ion in Kansas. In the specific taxing unit in which the
storage field is located, Panhandle's subsidiary, Kansas Pan Gas
Storage, pays approximately 38% of the taxes Dbecause of the
storage field unexempt valuation. Panhandle's 1991 tax bill in
taxing wunit 025 was approximately $1,152,000. The school
operating levy for 1991 in that taxing unit was .047720. The
unexempt valuation in that district and the tax dollars flowing
therefrom as a result of the gas field's construction outweigh
the valuation and potential tax dollars involved in the storage
gas. In other words, the taxing unit is ©Dbenefited by the
existence of the storage field facilities by $1.129 million at
the 30% ratio even if storage gas remains treated the same as all
other merchants' inventory.

We respectfully suggest that from an economic development,
good corporate citizenship, or Jjust plain fairness standpoint,
gas that is produced in Kansas, placed in storage in Kansas, and
part of which is sold and consumed in Kansas, should be viewed at

least on a par with high volume merchandise that is shipped in



from out of state and held for sale to Kansas consumers in
compet ition with the main street stores. We fail to see the
logic or the tax fairness for distinguishing between the two
types of property which are held for sale. From a tax fairness
standpoint, I would reﬁind the Committee that this gas 1is taxed
in the ground to the producer on an ad valorem basis, which
benefits the local taxing units. It is taxed at the wellhead
when it 1s produced, under the severance tax law, which benefits
both state and local government. Elimination of the exemption
would tax it once again as it is put back in the ground awaiting
transport to the ultimate consumer, which again Dbenefits the
local units of government. If the House proposal passes, it
would be taxed a fourth time as a sales tax 1if it 1s consumed by
Kansas industry.

Panhandle's Kansas operations paid $5.744 million in Kansas
ad valorem taxes in 1991, which was an increase of some $800, 000
over 1990. 1If the ratio on utility property is increased to the
33% level, Panhandle companies would pay over half million
dollars additionally, based on 1991 wvaluation.

Panhandle's storage gas is exempt in Illinois and Michigan.

Compet itive market conditions prevailing in the gas industry
today proscribe the pass-through of the unequal tax burden that
would exist as to the Kansas stored gas if the proposed amendment
is adopted and, sustained in court.

We humbly suggest that economic Dbenefit to Kansas 1in

general, and Meade County, 1in particular, by the Panhandle

0



presence is at least as beneficial as would the location of a
large merchandiser. Panhandle has over 550 employees in Kansas
with an annual payroll in excess of $20 million. The market
value of its 1991 Kansas investment is some $182 million. The
assessed property valuation for 1991 is approximately $55
million, the great bulk of which consists of gas pipelines.

It is difficult to predict the precise effect of the FERC
adopting its proposed Mega NOPR rules relating to storage gas,
but presumably, much of the storage gas in the future will be
owned by non-utility customers, which will result in one further
layer o©f discriminatory treatment, given the fact that non-
utility owned gas would be exempt but that owned by my client
would be taxed solely by reason of its utility status.

The legislature must determine whether the benefit of
retaining the utility inventory exemption in the proposed
classification amendment outweighs the disruption in a stable tax
policy that would result from a court challenge based upon the
contended discrimination resulting from taxing utility inventory
at whatever ratio 1is determined while all other merchants'
inventory remains totally exempt and railroad personal property
is taxed at a lesser rate.

We ask that you seriously consider whether there is a
rational, fair reason for discriminating against storage gas,
which the Court has concluded 1is, in fact, merchants' inventory.
Even if you should conclude, for whatever reason, the exemption

should be eliminated, is it fair and just to tax it at 33% (i.e.,



at a rate 10% higher than other property owned by Kansas industry
in general)? Finally, I would remind you that similar property,
such as other fuels or products that are in storage held for sale
that are not owned by "public utilities" and that are locally
assessed, will remain exempt. These are competing fuels and will
enjoy the merchants' inventory exempt ion totally. This results
simply from the fact that Panhandle and the other pipelines are

deemed "public wutilities," which has become a word of art in the
proposed amendment. We urge equal treatment for storage gas and
ask that utility customers receive the benefit of storage gas'

cont inued exemption as merchants' inventory.



Pag
06/.

County

001
002
003
004
005
006
007
008
009
010
011
012
013
014
015
016
017
018
019
020
021
022
023
024
025
026
027
028
029
030
031
032
033
034
035
036
037
038
039
040
041
042
043
044
045
046

County
Name

ALLEN
ANDERSON
ATCHISON
BARBER
BARTON
BOURBON
BROWN
BUTLER
CHASE
CHAUTAUQUA
CHEROKEE
CHEYENNE
CLARK
CLAY
CLOUD
COIr'TEY
COMANCHE
COWLEY
CRAWFORD
DECATUR
DICKINSON
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DOUGLAS
EDWARDS
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GRANT
GRAY
GREELEY
GREENWOQOD
HAMILTON
HARPER
HARVEY
HASKELL
HODGEMAN
JACKSON
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KEARNY
KINGMAN
KIOWA
LABETTE
LANE
LEAVENWORTH
LINCOLN
LINN
LOGAN
LYON
MARTCON
MARSHALL
MCPHERSON
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1990 1991
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SKAER VETERINARY CLINIC P.A. :
603 N. Edgemoor + Wichita, Kansas 67208 « (316) 683-4641

L.adies and Gentlemen:

My name is William Skaer, I am a veterinarian, and I own and
operate a veterinary clinic in Wichita which has been established
since 1971. I was born and raised in the Wichita area and
attended the College of Veterinary Medicine at Kansas State
University before starting my practice in Wichita.

I bought a modest building at 603 N. Edgemoor in Wichita

in 1988 and moved my practice to that location. When I planned
and budgeted for that move, I thought I knew about all of the
projected expenses, I am in a service profession with a fairly
small inventory. In less than four years my net property tax
bill has increased by almost 500 percent. That kind of unplanned
escalation is hard to absorb.

Let me stop for just a minute and tell you a little more about
my background. I am a fifth-generation Kansan, and I have a
deep commitment to this state. In a book entitled "The History
of Butler County," written in 1927 by a Mister Mooney, I found a
reference to my great grandfather, who was also named William
Skaer, that is appropriate to our discussion today. "William
Skaer, one of the successful and well-known farmers and stockmen
of Spring township, is a native of Illinois. He was born in 1861
and came to Butler County in 1876. Mr. Skaer now owns 680

acres of land, which is one of the valuable farms of Butler
County. In whatever Mr., Skaer has specialized, whether it has
been wheat or cattle, his efforts have always been marked by
success."

Ladies and gentlemen, I'm here to testify today that the regressive
property tax structure in this state makes it very difficult for
fourth and fifth-generation Kansans to follow in their forefathers'
footsteps and to succeed. That land that I just mentioned is

still in the family today but is farmed by a tenant, and it will
hardly pay for the property taxes now. I'm sure that's a story

you have all heard before. Ownership of real property is no

longer a good indication of a person's wealth or his or her

ability to pay an assessment.

I am not alone in my concern. I know of a number of my colleagues
who have been severely affected by escalating taxes. I had one
veterinarian tell me he had to borrow against his savings to

pay his property taxes and to keep from going under. Another I

know closed an office that he had just opened last May, and he

told me that property taxes were a major factor in his decision

to close. These people are also fourth and fifth-generation Kansans.
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I know-of other businesses adversely affected, some to the point
of also being forced out of business. Angelo's was a popular
restaurant in West Wichita that closed last Year because of
exorbitant property taxes. Another example is the closing of
Garfield's Restaurant at Central and Edgemoor in Wichita because
of property taxes., The fate of that restaurant was just head-
lined in the March 6, 1992, edition of The Wichita FEagle. That
property, ladies and gentlemen, is just around the corner from
my office and is getting a little close to home. That affects
the value of my property. Not only have the taxes grown out of
control, but the tax rates make these properties worth less.

I see homeowners who come into our business who are strapped by
exorbitant property taxes. I had a client in my office the day
before this article in the paper came out who, when I asked her
how she was, said she was in shock because they had just gotten
their new payment booklet from the mortgage company and their

home property taxes had gone up 68%. Many of these people are
retired and living on fixed incomes and can't afford the increases.
I know my wife's 91-year old mentor and painting teacher, who

still 1lives in her own home on social security, cannot afford

these taxes,

Knowing that 99 percent of property taxes are spent at the local
level, I have personally talked with numerous City and County
leaders and even appeared before a public meeting of the local
school board to express my concerns. I more recently have
retained the services of a tax appeal service on a contingency
basis to appeal my case. All of this has been to no avail.
Local governments see property taxes as their main source of
revenue and are concerned with their own agenda.

This is why we are here before you today. We need leadership
from the State. We need a 1id to be put on this flooding well of
property taxes and for properties to be reclassified more
equitably. We need Senate concurrent resolution number 1640 to
be passed and become law. It is not enough to rely on a school
finance formula to solve the property tax fiasco. Other units

of government could still overdraw the well. In fact, the

school finance bill increases overall taxes by $23 million dollars,
while still allowing school districts to raise their budgets by
10% a year or more., A limit needs to be put on funding, and per-
haps that will control the runaway spending as well,

I think my great grandfather, and many of your great grandfathers,
would be alarmed by the escalation of government tax-and-spend
policies at all levels of government. When government spending
now consumes 437% of our gross domestic product you know there

is something seriously wrong. Help us rectify these injustices.

Thank you for your time.

{%; /%\)

iam C. Skaer, DVM
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Testimony on Property Classification Amendments
before the
Senate Committee on Assessment and Taxation

by

Mark Tallman, Coordinator of Governmental Relations
Kansas Association of School Boards

April 1, 1992

Mr. Chairman, Members of the Committee:

KASB appreciates the opportunity to present testimony on various
classification amendments. We would ask that you consider the following
points:

1. While it may be desirable to adjust the various assessment rates
in the current article, we believe that significant property tax relief can
and should be provided through an overhaul of the school finance system, to
achieve both educational and taxpayer equity across Kansas.

2. KASB opposes county option classification rates as long as school
district wealth is used to determine state aid. Different assessment rates
will make it extremely difficult to make an equitable determination.

3. KASB opposes property tax lids for school districts. Particularly
in the absence of a more equitable school finance plan, such limits on
taxes will also limit the ability of districts to provide adequate and
equitable educational programs for all children. We believe that school

spending should be addressed through a school finance plan that provides
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KANSAS RESTAURANT

AND HOSPITALITY ASSOCIATION
SELF INSURANCE FUND

359 SOUTH HYDRAULIC « P.O. BOX 905 « WICHITA, KANSAS 67201« (316) 267-8387
1-800-369-6787 FAX (316) 267-8400

KRHA LEGISLATIVE OFFICE: HARRISON PLACE #609°635 SW HARRTISON*TOPEKA, KS 66603
1(913)354-1551 TALK OR FAX

KANSAS RESTAURANT
AND HOSPITALITY

RE =
fdS

FROFONENT OF ¢
5CR 1640
SCR 1635
SCR 1636

My name is George Puckett, and I am the Executive Vice
President of the Kansas Restaurant and Hospitality Association, a
private trade association of approximately 800 restaurants and
hospitality industry businesses in Kansas. The Association supports
5CR 1640, SCR 1635, and SCR 1636. We believe SCR 1640 (the "Caps"
bill is particularly important, for without a measure such as this,
any proposed reduction in the mill levy would be short lived without
a cap to protect such a reduction.

The KRHA maintains the same position it has held for the past
several years regarding the critical need for commercial property
tax relief... "KRHA supports any worthwhile measure that will
provide commercial property tax relief for its members that will not
increase residential property taxes." Our trade association
membership has experienced an approximate 12% decline as many Kansas
restaurants continue to close their doors statewide, forced out of
business as predicted for the past three sessions by representatives
such as myself for small or no inventory businesses. I have
attached an article from the March 5, 1992, Wichita Eagle, which is
unfortunately becoming all too familiar and has a direct impact on
many new hospitality industry businesses that might have at one time
considered Kansas as a place to locate. The handwritten comment on
the article is from the individual who sent me the copy of this
article. You can see he has little of anything good thing to say
about what has been done to help him with his property tax dilemma.
Unfortunately, this is the sentiment of most of our members, who
were among those small businesses hardest hit, by reappraisal and

classification.

Once again, on behalf of the members of the Kansas Restaurant
and Hospitality Association, an urgent plea for the above mentioned
measures and for commercial property tax relief is requested so this
trend for restaurants to close and/or leave Kansas, and just as
bad,... not consider Kansas as a good place to locate, will cease.
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‘Morning Line
Gold ny. cose 535040 -05

Wheat wiita 8385 -02
Oil kan posting $16.75 unch By Andy Trincia
HMilo Andoe $430 unch Tha Wichita Eagle w0
Tt e .y The owner of Garfield’s Rmumt &
S b - 37750 - +50 Pub, near Central and Edgemoor, closed
" Hogs Geanvater $3750 unch the eatery Friday. He blamed the closure
on Kansas’ property taxes.
~ Vince Orza, chairman and president of -
BUS]NESS ]N BR]EF Eateries Inc, the Oklahoma City-based -
company’ r.hat owns the Garfield's chain, '
said Wednesday that Kansas'; property
&Rc m“ ["\fest]gate cause  taxes were five times more than taxes in
other states where the chain operates.
Of no‘se at Wolf Creek plﬂnt Garfield’s, a casual-theme restaurant

;. The Nuclear Resulatory Commission will send an

Tanaratine CtaHan

-and bar with seating for about 200,
opened in December "1987 at the en-’

“lt's no reﬂechon of Wichsta It’s a great restaurant town.
But we decided it was no Eenger feasnble for us to operate :

i in Kansas W

Vince Orza, president, E_ater_ies Inc.

trance of Carr!age Park, a retan and

" - business complex. |
At that time, Orza announced plans to

open another Garfield's on Wichita's west
side and one in Topeka. But after the

“state's 1989 property reappraisal and

" owned,

classification, those plans were scrapped.

The Wichita unit, one of 32 company-
locations -

company-franchised
from Missouri to Florida, cost Eateries
about $24,000 a year in taxes, Orza said.
In other states, he said, the company

@Ed’s closes

spent about $5,000 In taxes at each r

_taurant.

“It was a decent store for us — not ¢
best, but it was good — but we made
business decision to take those assets a
move them to other stores,” Orza sa
“It's no reflection of Wichita. It's a gre
restaurant town. But we decided it

. no longer feasible for us to operate
-Kansas.” )

About 30 part-time employees lost th
jobs. A half-dozen managers will trans
to company jobs in Missouri. Eateries I
a. Garfield’s in Joplin and restaura:
under construction in Columbia and J
ferson City. .
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KANSAS MANUFACTURED HOUSING ASSOCIATION

TESTIMONY BEFORE THE
SENATE

ASSESSMENT AND TAXATION COMMITTEE

10 Senator Dan Thiessen, Chairman
and Members of the Committee

FROM: Terry Humphrey, Executive Director
DATE: April 1, 1992
RE: SCR 1636

Mr. Chairman and members of the committee I am Terry Humphrey
Executive Director of the Kansas Manufactured Housing
Agsociation and R.V. Council.

Concerning SCR 1636 I would like to recommend -that under
Class 1 (#1) which deals with the assessment of real property
used for residential purposes that you add the following
language:

"and real property necessary to accommodate a residential
community of mobile or manufactured homes including the
real property upon which such homes are located"”

By adding this language you will insure that manufactured
home communities will continue to be assessed as residential
property. SCR 1640, SCR 1635 and HCR 5007 have the above
language. Thank you for your attention to this issue.

7 —_— o = /
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Recreational Vehicle Council

Member of Kansas Manufactured Housing Association
112 SW 6th Strest » Suite 204 » Topeka + Kanzas » 66603 « 913-357-5256

TESTIMONY BEFORE THE
SENATE

COMMITTEE ON ASSESSMENT AND TAXATION

TO: Senator Dan Thiessen, Chairman
And Members of the Committee

FROM: Bill Hawley, Owner
Hawley Brothers R.V.

DATE: April 1, 1992

Mr. Chairman and members of the Committee, I am Bill Hawley
representing the Kansas R.V. Council. I own and operate Hawley
Brothers in Dodge City. We are a family owned Recreational
Vehicle dealership and have been in the full-line R.V. business
for 26 years.

I am here today requesting your support of an amendment to the
prevailing Classification Proposal that deals with the excessive
property tax paid on R.V.!s.

Over the past couple of months this Committee and the House
Taxation Committee have considered legislation that would reduce
motor vehicle taxes under the tax and tag law.

The Kansas R.V. Council represented by Terry Humphrey and Don
Christman have testified in support of these measures because
they would reduce the excessive property tax paid on motor
homes. However, none of the vehicle tax reduction proposals

to date would reduce the property taxes paid on towable R.V.'s
(travel trailer or fifth wheel). This is because towable R.V.'s
are not assessed under the tax and tag law. Owners of towable
R.V.'s do not even get the advantage of an averaged county mill
levy that is applied to motor vehicles to calculate property
tax.

It is the Kansas'R.V. Councils sincere hope that this body will
address vehicle taxes by creating a uniform, statewide taxing
plan similar to HB 2866 now pending in the House Taxation
Committee. In addition we are asking this Committee to amend
the prevailing classification amendment with the attached
amendment. The proposed amendment allows the Legislature to

fo?vﬁff’ﬁiﬁi¢a§.¢f;;4
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statutorily create a taxing system for R.V.'s. The advantage of
giving this authority to the Legislature is that you can tax
towable R.V.'s in the same manor as motor vehicles or create a
different taxing scheme altogether. Currently there is a great
disparity between the taxes paid by the R.V. owners on their
second home (R.V.) and the taxes paid by the owner of a cabin at
the lake or a condo used for the same purpose. It is worth
noting that the Federal Government treats R.V.'s for taxing
purposes as a second home.

Furthermore, I would like to stress to you that the amendment we
are asking you to adopt has no fiscal note and it changes

nothing until such time that the Legislature chooses to address

this issue. None-the-less, this amendment is critical if the
Legislature wants to deal with this problem in the future.

In closing, I have attached a fact sheet and position statement
for your review. Please adopt the R.V. amendment onto the
prevailing clagsification amendment. For the future health and
prosperity of the Kansas Recreational Vehicle Industry, it is
critical that you address this issue. Thank you.
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KANSAS RECREATIONAL VEHICLE COUNCIL URGES TAX RELIEF ON MOTORIZED AND
TOWABLE R.V.'S

Vehicle taxes in Kansas are approximately the highest in the nation
and the Kansas R.V. industry believes this is negatively effecting their
businesses. Kansas R.V. Sales are declining.

Kansas retail sales provided by Statistical Survey:

Year RV Trailers

1985 1,259

1986 1,355

1987 1,166

1988 940

1989 © 876

1990 870 .

Kansas has four R.V. plants and more then fifty suppliers and retail
businesses which employ more than one thousand people. Many of these
firms report declining sales do to excessive personal property tax on
R.V.'s. In addition, retailers report that many R.V. purchasers
register their R.V. out of state to avoid Kansas property taxes
altogether.

How high is the personal property tax on a motorhome in Kansas? A
medium price Class A motorhome would sell for around $50,000 using a
base price of $41,000 times 30%, times the 1991 mill levy of 152.807 for
Topeka, Shawnee County, yields a tax of $1,879 or over $156 per month.
By comparison a conventional home would have to have an appraised value
of $86,078 to produce $1,879 in real estate taxes.

Now lets look at the property tax on a towable recreational vehicle and
you will see an even more exorbitant tax. Take a 1991 NuWa Champagne
with a taxable value of $31,800 times 30%, times the Topeka USD 501 mill
levy of 181.91 and it yields a tax bill of $1,736. By comparison a
conventional home would have to have an appraised value of $79,520 to
provide a $1,736 real estate tax.

Furthermore, the tax figure we Jjust calculated does not take into
account that there is a $15,000 to $20,000 truck that is used to pull
the unit where as the motorhome is self contained. A $15,000 truck
would yield a tax of approximately $687 for a total tax on this families
vehicle of $2,423. Is it any wonder our citizens refuse to register in
Kansas?

Currently there are several bills pending in the Legislature to reduce
motor vehicle taxes and HB 2866 provides the most tax relief. However
none of the tax reduction bills deal with towable R.V.'s. Therefore the
Legislature needs to address towable R.V. taxation. The best way to
address towables 1s to pass a clasgssification amendment that allows the
Legislature to statutorily create a taxing system for R.V.'s.

J 4l ~3



On page 1, in line 43, by inserting after the pericd the following:

"The legislature may provide for the classification and the taxation
uniformly as to class of recreational vehicles, as defined by the
legislature, or may exempt such class from property taxation and impose

taxez upon ancther basis in lieu thereof.
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On page 1, in line 43, by inserting after the period the following:
"The legislature may provide for the classification and the taxation
uniformly as to class of recreational vehicles, as defined by the

legislature, or may exenmpt such class from property taxation and impose
taxes upon another basis in lieu thereof. "
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On page 1, in line 41, by inserting after the period the following:

"The legislature may provide for the classification and the taxation
uniformly as to class of recreational vehicles, as defined by thae
1egia_1atura, or may exempt such ¢lass fram property taxation and impose
taxes upon ancther basis in lieu thereof,"



On page 2, in line 3, by inserting after the period the follewing:

"The legislature may provide for the classification and the taxation
uniformly as to c¢lass of recreational vehicles, as defined by the
legislature, or may exempt such class from property taxation and impose
taxes upon ancther basis in lieu thereof.!
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KANSAS ,.,SOCIATION OF REALTOR

Executive Offices:
3644 S. W, Burlingame Road

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

TO: THE SENATE TAXATION COMMITTEE
FROM: KAREN FRANCE, DIRECTOR, GOVERNMENTAL AFFAIRS
DATE: APRIL 1, 1992

SUBJECT: SCR 1640 PROPERTY TAX CAPS

Thank you for this opportunity to testify. On behalf of the Kansas
Association of REALTORS®, I appear today to support SCR 1640.

Of the hundreds of people we have talked to across the state, one common
theme which we have heard was, that property taxes are too high because they are
used to pay for too many things and the people feel as if they have no control

over the increases.

The Kansas Association of REALTORS® recommends that the answer to the
property tax crisis which we face is not just reworking the assessment rates in
the classification amendment; the answer lies in putting caps on the amount of
property taxes which can be assessed against real estate. In conjunction with

the changes in the assessment rates, SCR 1640 offers that combination.

We are well aware that the school finance reform process is far from
complete. However, we believe that school finance reform is a separate issue
from property tax relief. If the two issues are addressed together, then we
need to be honest with the people. Any rollback of property tax levies for
schools should be done with an indication to the people of what will happen in
the future. Property taxpayers need relief which will last lTonger than just
one year or two at the best. With a property tax cap they will know that there

is a 1imit to how much their property tax bill will be from year to year.

SEMGFLE ASFLES o,

REALTOR™-is a registered mark w:hich identifies a professional in 4} gy C;l ;l,
real estate who subscribes to a strict Code of Ethics as a member of
the NATIONAL ASSOCIATION OF REALTORS. A TT /5._“/



As both version. .f the school finance proposals c¢and now, school mil]
levies will be reduced for a year or so. Questions remain as to where the
ongoing revenues will come from in the second and third years. It has become
apparent that an increase in sales and income tax this year will make it very
difficult to increase those taxes in future years. This leaves the property
tax as the target source for paying for increases in educational spending in
future years. Presuming 4% increases in education expenditures over the years,
it would not take long before property taxes for schools would return us to the
levels which we are suffering under today. When this happens, the people will
feel they have been lied to once again, just as they felt about the 1986

classification amendment.

We also have a concern about how the cities and counties will utilize the
reduction in school mill levies. Without some sort of restraint provided by the
state, it will be very tempting to "absorb" some of the mill levies saved from
the school mill levy reduction into their budgets. There has been no discussion
of the tax 1id this year and what needs to be done to adjust it. The current
tax 1ids are statutory, subject to change year after year. Tax caps like the
ones proposed in SCR 1640 would provide ongoing insurance for property taxpayers
that there is a 1imit on the amount of property taxes which could be levied

against their property.

In addition, there has been only a small amount of discussion of the $22
million windfall which cities and counties will enjoy if the sales tax base is
broadened. While it has generally been said that it would have to be used for
property tax relief, history will reflect that the common occurrence is for the
new sales tax revenue to be taken to prevent an increase in property tax for the
initial year. This does not mean there is any real reduction in property tax,
and in fact, the new sales tax is apt to be collected in later years while

property taxes are also increased.

S



It has been suyj,ested that the caps of 1% and 2% proposed in this bill may
need to be adjusted upward, in order to make the cap concept more agreeable. We
would recommend that the residential mill levy be retained at 1%, in order to
retain the simplicity for taxpayers to determine what the maximum tax bill on
their property would be. There is some room for increases in the commercial
mill levy to increase to 2%%-3%. This would still provide substantial relief to

commercial property which has a current statewide effective rate of nearly 4%.

It is also possible to tie this property tax cap concept to the uniform
mill Tevy concept and only cap the property taxes collected by schools, leaving
the property tax to the other taxing units for their funding sources. This type
of process would need to be done constitutionally, but would force the state
once and for all to reduce its reliance on property taxes for school funding.
We recommend that, regardless of whether the cap is put on all property taxes,
or only on those levied by schools, the cities and counties should have more
options for funding their budgets than they are now given by the state--this
means sales tax, earnings tax, or whatever form of taxation the local units deem
is appropriate and which is approved by a vote of the people. By opening up
these other options we give the local units more flexibility to their tax

structure, if they choose to use it and the people approve it.

I have attached a copy of a survey which we commissioned from the Central
Research Corporation in January. While it may be dated, we believe the results
reflect the sentiment of most citizens. Sixty-five percent of the 500 persons
polled want funding of schools and local government shifted from real property
taxes, 62% say they would vote for a constitutional 1imit on real property
taxes, 57% said they were willing to pay increased sales taxes to replace the

revenue lost from lTowering property taxes.

We believe SCR 1640 is a start in the right direction toward giving the

people of the state of Kansas a chance to vote for a new property tax system,



which is needed in order to stop the crises with which we are now faced.
We believe that some sort of constitutional property tax cap is needed in order
to provide the ongoing property tax relief being asked for by the people of

Kansas, regardless of the outcome of the school finance reform process.

We believe that the next constitutional amendment which goes on the
ballot will need to be as simple and straightforward as possible. Taxpayers
are going to need to look at the amendment, understand it and reasonably know
how much their property tax will be or they will not vote for it. Taxpayers
will not vote for another constitutional amendment if they cannot determine that

it has real benefit for them.

A property tax cap is a concept which taxpayers can understand and embrace.
We ask that you give them the opportunity to vote on a constitutional cap

amendment when they go to the polls in November.

o~
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R AL RESEARCH

CORPORATION

RESEARCH AND CONSULTING

January 24, 1992

Karen France

Kansas Association of Realtors
3644 SW Burlingame Road
Topeka, Kansas 66611

Dear Karen,

The attached tables display results of the statewide survey of voting-age

Kansans commissioned by the Kansas Association of Realtors.
The survey was designed and conducted by Central Research Corporation.

A scientifically sound, representative sample of 500 voting-age residents
of Kansas were interviewed by telephone between the 12th and 20th of

January, 1992.

Results based on the total statewide sample group of 500 respondents

are subject to a potential error-of-the-estimate not exceeding (+/-)

e~

hil Lange, Director
Survey & Market Research Div.

five percentage points.

900 BANK IV TOWER . TOPEKA, KANSAS 66603 . PHONE (913) 233-8948 . FAX (913) 233-8956




.

[ é;é!l:i 2 AL RESEARCH

CORPORATION

RESEARCH AND CONSULTING

SURVEY OF VOTING-AGE KANSANS
For the Kansas Association of Realtors

January 1992

900 BANK 1V TOWER . TOPEKA, KANSAS 66603 . PHONE (913) 233-8948 . FAX (913) 233-8956
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What it the most important problem or issue that needs to be addressed while the Kansas Legislature is

in session this year?

-[multiple responses permitted]

Property Taxes

School Funding/Education Costs
Taxes (non-specific)

The Economy

Medical & Health Insurance Costs
Jobs/Employment/Wages

Abortion

Homeless/Aged People

Income Taxes
Agriculture/Farmers

Others responses included:

Table 1-B  January 1991

CENTRAL RESEARCH CORPORATION - Topeka, Kansas

StateWide
ALL

(n=500)

43%
34%
1T%
14%
1%
11%
kY
2%
1%
1%

Crime; Highways; Child care; Environment; Sales Tax
Gambling; KPERS; Utilities; Liquor; Tort Refarm;
plus more than a dozen other problems mentioned

By Party REGISTRATION

50%
40%
1%
4%
7%
7%
4%
2%
1%

1%

only one time each.

DEMO

42%
32%
18%
11%
15%
13%
3%
4%
1%
3%

UNAF I L

30%
36%
18%
17%
17%
1%
3%
0%
0%
0%

50%
W1%

38%
32%
20%
1%
17%
4%

i%
1%
2%

38%
28%
16%
15%
13%
10%

2%

2%

1%

Lh%
35%
18%
13%
11%
9%
3%
2%
1%

1%
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What it the most important problem or issue that needs to be addressed while

the Kansas Legislature is in session this year?

-[multiple responses permitted]

Property Taxes

School Funding/Education Costs
Taxes (non-specific)

The Economy

Medical & Health Insurance Costs
Jobs/Employment/Wages

Abartion

Homeless/Aged People

Income Taxes
Agriculture/Farmers

Others responses included:

Table 1-A  January 1991

CENTRAL RESEARCH CORPORATION - Topeka, Karisas

ALL

(n=500)

43%
34%
1%
4%
1%
11%
3%
2%
1%
1%

By Congressional District

(98)

45%
36%
21%
13%
4%
10%

1%

3%

(%)
&

)
&f

(99)

45%
30%
4%
12%
10%
1%
2%
1%
1%

(102)

35%
39%
1%
17%

8%
19%

2%
0%
2%

43%
24%
19%
15%
4%
8%
6%
3%
1%
1%

6%
40%
28%
1%
9%
9%
0%
3%
1%
0%

Crime; Highways; Child care; Environment; Sales Tax
Gambling; KPERS; Utilities; Liquor; Tort Reform;

plus more than a dozen other problems mentioned

only one time each.

42%
34%
1%
18%
12%
1%
5%
2%
0%
1%

39%
3%
19%
12%
9%
13%
2%
1%
2%

1%

48%
3%
22%
13%
14%
7%
1%
L%
2%
2%

By CGENDER
Male Female
(245)  (255)
47% 39%
33% 35%
16% 17%
12% 15%
10% 12%
14% %
2% L%
1% L%
2% 1%
1% 1%



By Party REGISTRATION Consider Themselves... Home
Statew‘ide ::=::::::::::::::::::::::::::: ‘:::::Z::::::::Z:::::: —S=====c===s==
ALL REP DEMO  UNAFIL NonReg REP DEMO IND OWN RENT
(n=500) (228)  (141)  (66) (56) (193)  (122) (176) (403)  (85)
Do you think public schools and local governments should continue to be funded mostly by property taxes...or...should
funding be shifted to other types of taxes...like sales tax or state income tax?
Continue with Property Tax 17% 20% 11% 20% 18% 21% 13% 15% 15% 24%
Shift to Other Taxes 65% 64% 69% 58% 66% 62% 67% 66% 66% 58%
Don't Know 18% 16% 20% 23% 16% 17% 20% 18% 18% 19%
Would you describe PROPERTY TAXES in Kansas as...?
Reasonable 18% 18% 19% 18% 20% 21% 17% 15% 17% 21%
A Little Too High 29% 29% 28% 36% 29% 29% 29% 30% 30% 26%
Far Too High 50% 49% 51% 45% 48% 46% 50% 53% 51% 45%
[Don't Know] 3% 5% 2% 0% 4% 4% 4% 2% 2% 8%
Wouid you describe SALES TAXES in Kansas as...?
Heasonable 7% T7% 79% 73% 7% 19% 4% 76% 7% 78%
A Little Too High 16% 16% 16% 23% 14% 15% 19% 17% 16% 4%
Far Too High 6% 6% % 5% % 5% Th 6% 5% T%
[Don't Know] 1% 2% 1% 0% 2% 1% 1% 1% 1% 1%
Would you describe State INCOME TAXES in Kansas as...?
Reasonable 53% 54% 54% 56% 43% 54% 48% 53% 54% Lok
A Little Too High 27% 29% 23% 24% 30% 27% 28% 27% 26% 31%
Far Too High 13% 1% 14% 14% 14% 11% 4% 14% 13% 13%
[Don't Know] 8% 7% 9% 6% 13% 8% 10% 6% 7% 1%

Table 2-B  January 1991
CENTRAL RESEARCH CORPORATION - Topeka, Kansas
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By Congressional District By AGE By GENDER
StateWide e e SSS======sScooooo-o-zzz==zzzz=== ZZzzs==z=======z=
ALL €D 1 CD 2 Cb 3 CD 4 CD 5 18-29  30-44  45-64 65 + Male Female
(n=500) (98) (99) (102) (100) (101) (45) (164) (158}  (130) (245)  (255)
Do you think public schools and local governments should continue to be funded mostly by property taxes...or...should
funding be shifted to other types of taxes...like sales tax or state income tax?
Continue with Property Tax 17% 18% 14% 22% 13% 17% 20% 22% 17% 9% 19% 15%
Shift to Other laxes 65% 60% 68% 52% 18% 67% 60% 66% 59% 2% 64% 65%
Don't Know 18% 21% 18% 26% 9% 16% 20% 12% 23% 19% 17% 20%
Would you describe PROPERTY TAXES in Kansas as...?
Reasonable 18% 21% 17% 27% 12% 12% 16% 18% 21% 15% 16% 20%
A Little Too High 29% 39% 21% 33% 28% 25% L% 24% 34% 23% 32% 27%
Far Too High 50% 34% 59% 7% 57% 61% 31% 55% 42% 58% 50% 49%
[Don't Know] 3% 6% 3% 2% 3% 2% % 2% 3% 4% 2% 4%
Would you describe SALES TAXES in Kansas as...?
Reasonable 7% 2% B86% 68% 2% 85% 80% 78% 75% 7% 7% 76%
A Little Too High 16% 20% 8% 25% 19% 10% 18% 14% 18% 15% 15% 18%
Far Too High 6% Th 5% 7% 6% 4% 2% 8% 4% 6% 7% 4%
[Don't Know] 1% 0% 1% 1% 3% 1% 0% 0% 3% 2% 1% 2%
Would you describe State INCOME TAXES in Kansas as...?
Reasonable 53% 48% 64% 56% 49% 47% 53% 52% 54% 50% 57% 49%
A Little Too High 27% 33% 22% 25% 26% 27% 29% 29% 25% 24% 24% 29%
Far Too High 13% 4% 10% 14% 15% 12% 13% 12% 16% 11% 12% 14%
[Don't Know] 8% 5% 4% 5% 10% 15% 4% 7% 4% 15% T% 8%

‘7/___§\/
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CENTRAL RESEARCH CORPORATION - Topeka, Kansas
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By Party REGISTRATION

StateWide S=====zs-=-zsszsoooimzzz=z
ALL REP DEMO  UNAFIL
(n=500) (228) (141) (66)

Consider Themselves... Home. . .
NonReg REP DEMO IND OWN RENT
(56) (193) (122) (176) (403) (85)

It is likely that property taxes could be lowered only if other taxes were increased to replace the lost revenue. In such a case

?

would you prefer that the REPLACEMENT REVENUE come from increased SALES taxes or from increased state INCOME taxes?

Increased Sales Taxes 57% 60% 54% 55%
Increased State Income Taxes 22% 21% 23% 27%
Other 9% 11% 8% 9%

Don't Know 12% 9% 15% 9%

55% 60% 54% 55% 58% 56%
23% 22% 23% 23% 22% 21%

2% 9% 7% 9% 9% 5%
20% 9% 16% 13% 1% 18%

There is a proposal to ask KS voters to -constitutionally LIMIT the annual tax on property to no more than 1% of its appraised
value (if it's residential property) and to no more than 1.5% of its appraised value (if it's commercial property).
IT such an approach was put before the voters, would you be in FAVOR or OPPOSED?

Favor such Limits 62% 59% 66% 61%
Oppose such Limits 17% 18% 16% 23%
Don't Know 21% 23% 18% 17%

64% 60% 60% 65% 62% 62%
9% 20% 16% 4% 18% 13%

27% 20% 24% 21% 21% 25%

Should local governments and schoaol districts be permitted to levy OTHER
replace the revenue lost by limiting property taxes?

KINDS OF TAXES (if local voters approve), in order to

Yes 60% 62% 60% 62%
No 26% 25% 28% 30%

Don't Know 14% 14% 12% 8%

Table 3-B January 1991
CENTRAL RESEARCH CORPORATION - Tepeka, Kansas

55% 58% 61% 62% 58% 68%
21% 27% 26% 24% 29% 16%
23% 15% 13% 4% 13% 15%
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By Congressional District By AGE

StateWide SSSsSSSTSSSooooEms==SsssssSso====soo=== SSEEoooooooEssssSsts—soosomsss
ALL CD 1 ch 2 CD 3 CD 4 CD 5 18-29  30-44  45-64 65 +
(n=500) (98) (99) (102) (100}  (101) (45) (164) (158}  (130)

By GENDER
Male Female
(245)  (255)

It is likely that property taxes could be lowered only if other taxes were increased to replace the lost revenue. In such a case,

would you prefer that the REPLACEMENT REVENUE come from increased SALES taxes or from increased state INCOME taxes?

Increased Sales Taxes 57% 51% 51% 61% 56% 65% 51% 62% 58% 51% 53% 60%
Increased State Income Taxes 22% 29% 23% 22% 21% 18% 31% 20% 22% 23% 25% 20%
Other 9% 7% 15% % 8% 6% 7% % 11% 8% 12% 5%
Don't Know 12% 13% 1% 1% 15% 1% 1% 10% 9% 18% 10% 4%
There is a proposal to ask KS voters to.constitutionally LIMIT the annual tax on property to no more than 1% of its appraised
value (if it's residential property) and to no more than 1.5% of its appraised value (if it's commercial property).
If such an approach was put before the voters, would you be in FAVOR or OPPOSED?
Favor such Limits 62% 49% 64% 6h% 67% 66% 13% 62% 61% 59% 63% 61%
Oppose such Limits 17% 22% 12% 17% 13% 19% % 20% 15% 18% 16% 17%
Don't Know 21% 29% 24% 20% 20% 15% 20% 18% 24% 22% 21% 22%
Should local governments and school districts be permitted to levy OTHER KINDS OF TAXES (if local voters approve), in order to
replace the revenue lost by limiting property taxes?
Yes 60% 59% 59% 76% 54% 52% 64% 66% 63% L8% 61% 59%
No 26% 22% 28% 14% 31% 36% 24% 24% 25% 31% 29% 2h%
Don't Know 4% 18% 13% 10% 15% 12% 1% 10% 1% 22% 10% 17%

Table 3-A January 1991
CENTRAL RESEARCH CORPORATION - Topeka, Kansas



SAMPLE CHARACTERISTICS StateWide
ALL

AGE of respondents:

18-29 9%
30-44 33%
45-64 32%
65 + 26%
[Ref] 1%

Party Identification:
(Do you consider yourself...?)

Republican 39%
Democrat 24%
Independent 35%

Don't Know/Refused 2%

Party Registration:

Registered Republican Le%

Registered Democrat 28%

Registered Unaffiliated 13%

NOT Registered 1%

Don't Know/Refused 2%
GENDER:

Males 49%

Females 51%

Home Ownership:

Own 81%
Rent 17%
Other 2%

-
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Demographics-8  January 1991
CENTRAL RESEARCH CORPORATION - Topeka, Kansas

By Party REGISTRATION

(228)

10%
33%
28%
29%

0%

8%
2%
20%
1%

100%
0%
0%
0%
0%

Le%
54%

8u%
14%
2%

DEMO

(141)

2%
27%
40%
3%

0%

1%
4%
25%

0%

0%
100%
0%
0%
0%

48%
52%

81%
16%
3%

UNAF 1L

(66)

50%
30%
9%
2%

12%

7%
2%

0%
0%
100%
0%
0%

58%
42%

79%
18%
3%

NonReg

(56)

25%
25%
30%
18%

2%

1%
13%
70%

7%

0%
0%
0%
100%
0%

52%
48%

70%
27%
4%

11%
34%
26%
28%

1%

100%
0%
0%
0%

92%
1%
4%
3%
0%

4%
56%

81%
16%
3%

(122)

2%
29%
37%
33%

0%

0%
100%
0%
0%

3%
85%
5%
6%

1%

82%
15%
3%

(176)

1%
34%
35%
19%

0%
0%
100%
0%

20%
20%
29%
22%

3%

55%
45%

80%
19%
2%

5%
33%
3%
27%

0%

39%
25%
35%

1%

47%
28%
13%
10%

2%

49%
51%

100%
0%
0%

21%
35%
25%
18%

1%

36%
21%
39%

4%

39%
27%
14%
18%

2%

48%
52%

0%
100%
0%
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By Congressional District By AGE By GENDER

SAMPLE CHARACTER|ST|CS Statewide SE===CoCooEZSIZ=SSZoooooS===s-smoos-====== So=SS=SC=========zTDZoSSoS========z e T
ALL CD 1 D 2 CD 3 CD &4 Ch 5 18-29  30-44  45-64 65 + Male Female
(n=500) (98)  (99) (102)  (wo0)  (101) (45) (164)  (158)  (130) (245)  (255)

AGE of respondents:

18-29 9% 10% 7% 1% 10% T% 100% 0% 0% 0% 7% 1%
30-44 33% 27% 39% 36% 32% 30% 0% 100% 0% 0% 34% 32%
45-64 32% 29% 34% 39% 3% 25% 0% 0% 100% 0% 36% 28%
65 + 26% 3% 19% 4% 26% 38% 0% 0% 0% 100% 23% 29%
[Ref] 1% 1% 0% 0% 1% 1% 0% 0% 0% 0% 0% 1%

Party Identification:
(Do you consider yourself...?)

Republican 39% 43% 38% 4% 4% L% i 47% 40% 32% 42% 35% 2%
Democrat 24% 30% 23% 26% 20% 23% % 21% 28% 31% 24% 25%
Independent 35% 28% 37% 3% 45% 33% L%, 36% 39% 26% 39% 1%

Don't Know/Refused 2% 0% 1% 6% 1% 1% 4% 2% 1% 1% 2% 1%

Party Registration:

Registered Republican 46% 51% 43% 37% 45% 51% 49% 46% 40% 52% 43% 48%

Registered Democrat 28% 29% 27% 31% 31% 23% % 23% 35% 34% 28% 29%

Registered Unaffiliated 13% 13% 18% 20% 9% 6% 13% 20% 13% 5% 16% 1%

NOT Registered 1% 6% 8% 10% 14% 18% 31% 9% 1% 8% - 12% 1%

Don't Know/Refused 2% 1% 3% 2% 1% 2% 0% 2% 1% 2% 2% 2%
GENDER:

Males 49% L% 48% 49% 50% 51% 40% 51% 55% 43% 100% 0%

Females 51% 54% 52% 51% 50% 49% 60% 49% 45% 57% 0% 100%

Home Ownership:

Own 81% 78% 82% 4% 86% 84% 49% 80% 87% 85% 80% 81%
Rent 17% 18% 16% 22% 13% 16% 40% 18% 13% 12% 17% 17%
Other 2% L% 2% 5% 1% 0% 1% 1% 0% 4% 3% 2%

Dempgraphics-A  January 1991
CENTRAL RESEARCH CORPORATION - Topeka, Kansas
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EXECUTIVE BOARD

President

NMarton Cox

\Wabaunsee County Sheriil
Wabaunser Counly Courthouse
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Vice-President

Muray MNolle
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lobinson County Comthouse
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Pasl President
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Wow Patton
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Lalhn 2851890

MNancy Piawl
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Coany \Walson
Trego Cormnty Treasurer
(h13) 74 5-2001

Vernon Wendelken
Clay County Commiissione
A e -5694

Barhara Wool
Bourbon Coonty Clerl
(S E0Y 22383800, ext H4

NACo Represenlalive

keith Devenney

Geary County Commmissiona
(3 2387094

Execulive Direclor
lohn T, Torhert, € AE

"

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

From: Bev Bradley, Deputy Director
Kansas Assocliation of Counties

Re: SCR 1635, SCR 1636, SCR 1640, HCR 5007

The Kansas Association of Counties opposes the opening
of the Classification Amendment. The convention
adopted statement says, "The Kansas Association of
Counties opposes reopening the classification
amendment . However, 1f the legislature reopens the
classification amendment and elects to reconsider the
exemptions that have been granted, all property which
became exempt because of the amendment should be
placed back on the tax rolls. Further, ALL exemptions
should be reviewed for consideration of being returned
to the tax rolls."

We are particularly concerned about SCR 1640. Qur
position on tax 1lids is, "Kansas Association of
Counties is opposed to tax lids. If the legislature
enacts a new tax lid, it should be no more restrictive
than the tax 1lid currently in place. Retention of
home rule authority with respect to the tax 1lid is
extremely important". We are not aware of the fiscal
note on this resolution, but believe it would be
devastating. We are concerned from where the
replacement funds would come.

The association did not adopt a position on the
particular percentages of assessment of any particular
class and our position is "no position" on county
option classification as described in SCR 1636,
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PROPERTY TAXATION

A FALSE NOTION WHICH I5 CLEAR AND PRECISE WILL ALWAYS HAVE MORE
POWER IN THE WORLD THAN A TRUE PRINCIPLE WHICH 1S5 OUBSCURE OR
INVOLVED”
Property taxation 15 a complex subject imvolving matural raiphte.,
praperty rights, eminent domain, administrative law, redistribotion
of wesalth, education and povermment.
The positicon paper of Hansams For Fair Taxaticr, Inc. dis lonn and
detailed. We hope that means it ig ladern with trath:d
Copies available with membership in KFFT, Inc.—-—Highlights below..
———CLEAR AND PRECISE AND TRUE———
Private property is the real human right, and the foundationm of all
freedom.
Goverrment at ail levels has grown toco large; downsizing is
recessary.
Property tax is the only major tax NOT based on the ability to Pay.
Socialism, however, moderate in intention, produces tyrarmy in
practice.
Education is failing and more money is NOT the answer.
To fund educatiorn with a tax not based on the ability to pay is a
fundamental flaw that must be corrected.
The new Russian constitution protects more property rights tharm does
our constitution.
The heaviest burdens borne by low income househclds are thase that
result from property taxes.
Not even God taxes the land.
Our forefathers stated that the protection of private property was
the first object of govervment.
Appraisal of property is subjective and inmaccurate.
Classificatiorn was adopted in the rame of homeowrner tax relief but
has done more harm than good.
Our forefathers, as well as modern economists, fear direct taxaticar.
AR flat rate income tax or consumptive tax is preferred.
Ecornomic development will NOT cccur inm Kansas with high praperty
taxation.
Property tax abatemerts are NOT cost effective.
The wealth that was once corncerntrated in property and gocds has
shifted in recernt history to services.
Administrative law, whereirn lies the appeals process, viclates a
strict reading of Article 111 of the U.S5. Cornstitution.
State and loccal public—employvee compensatiorn rose more tharn four
times faster than that for private workers during the 1980Ts.
Welfare policies do more tharn ingure those from whom something is
taken; they alsc injure those to whom somethinwg is given.
Confiscation of wealth in order to meet the reeds of the poor is
ocutside the authority of civil goverrments.
There is no accountability for leaders in a democracy.
Frequent recurrence to fundamental principles is rnecessary to combat
the effects of political actiorn committees and lobbyists.
Liberty and eguality are separate concepts; as one increases, the
other decreases; the word liberty is in the Pledge of
Allegiance and the Declaration of Independerce and Preamble to
the U.S5. Constitution.
The ablest people are rarely placed at the head of affairs.
The jury is the most energetic means of makimg the people rule, and
is also the most efficient means of teaching how to rule well.
The poverrment of the United States is a Republic which mearms several

things; one is Ylimited goverrment under rule of law.” ajﬁiﬁ??,fg?ﬁ
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'"[W]hen neither their
property nor their
honor is touched, the
majority of men live
content.”

Machiavelli
(The Prince)
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The Topeka Metro News : Friday, March 13, 1992
Real Estate Tax Shifts Due to Reclassification - -
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Source: Propery Valuaon Diven, Kansas Dept of Revenuie . .~ "5

5.4 percent, a figure double or triple that of nezgkbonng States,

and indeed, the nation) may be a mindblower:: but what is
really a mmdb[ower is that we haven’t had a revolution.” .

Sen Phll Martin,
: .D- P:ttsbgrg

" “Kansas commercial property

_taxes are about 70 percent

. hzgher than our nezghbonng '

states. It is a major factor in

‘ makmg our tax structure non-
competmve. |
' - Charles Warren,

- . President of Kansas, Inc.
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LEGISLATIVE
TESTIMONY

Kansas Chamber of Commerce and Industry

500 Bank IV Tower One Townsite Plaza Topeka, KS 66603-3460 (913) 357-6321 A consolidation of the
Kansas State Chamber

of Commerce,
Associated Industries
of Kansas,

Kansas Retail Council

SCR 1635, 1636, 1640 & HCR 5007 April 1, 1992

KANSAS CHAMBER OF COMMERCE AND INDUSTRY
Testimony Before the
Senate Committee on Assessment and Taxation

by

Bobh Corkins
Director of Taxation

Mr. Chairman and members of the Committee:

My name is Bob Corkins, director of taxation for the Kansas Chamber of Commerce and
Industry. I appreciate the chance to present our organization's views today on the
subject of property tax classification. Although KCCI could support some classification
rate changes to improve business viability and the state's overall business climate, we

oppose each of the measures before you today for consideration.

The Kansas Chamber of Commerce and Industry (KCCI) is a statewide organization
dedicated to the promotion of economic growth and job creation within Kansas, and to
the protection and support of the private competitive enterprise system.

KCCI is comprised of more than 3,000 businesses which includes 200 local and regional
chambers of commerce and trade organizations which represent over 161,000 business men
and women. The organization represents both large and small employers in Kansas, with
55% of KCCI's members having less than 25 employees, and 86% having less than 100
employees. KCCI receives no government funding.

The KCCI Board of Directors establishes policies through the work of hundreds of the
organization's members who make up its various committees. These policies are the
guiding principles of the organization and translate into views such as those expressed
here.

SETTE #5SES ¥ 7K
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The formal KCCI policy position relevant to this debate is set forth below:

KCCI would consider changing the property tax classification provision in the
Kansas Constitution to provide property tax relief to commercial property
owners. KCCI will oppose any attempt to impose an inventory tax and any
proposal which will increase the assessment rate on public utilities.

Furthermore, KCCI has adhered to this directive in advocating a school
finance/property tax relief package which we have previously brought to your attention.
It contains a recommendation on classification rates as follows:

Commercial/industrial realty, 25%
Machinery and equipment, 25%
0il and gas leaseholds, 25%

Single-family residential realty, 11.5%
Fraternal benefit realty, 12%

B W =
e e s s s

This chamber recommendation was accompanied by our support for a minimum statewide
school levy of 40 mills. Two things motivated KCCI's two-pronged approach: the need for
adequate business property tax relief, and the objective of achieving an overall state and
Tocal revenue mix comprised equally of sales, property and income taxes. HB 2892 as
passed by the House would accomplish these goals without the need for reclassification.
The current Senate version of that bill would not, and therefore KCCI re-emphasizes the
importance of our original package.

Each of the classification proposals being considered today requires or permits two
taxes which our organization finds unacceptable: a tax on public utilities' inventory,
and an assessment rate of 30% on business machinery and equipment. While the negative
effect on businesses and our business climate from these measures alone justify our
opposition, many other problems would be raised.

Can the state of Kansas afford to compensate local units of government for their
revenue loss due to property tax "caps?" Could it afford to do so and raise new revenue
for any type of school finance reform? Could state revenue be distributed equitably to
local governments as a rep]acemeht for their property taxes? Do the "caps" proponents
advocate any replacement revenues, and if so, which taxes? Would county option

classification prove administratively workable under either the current school finance

/8->~



formula or a revised formula? Why shouldn't all counties be given the option of setting
their own classification rates within the proposed 1imitations?

KCCI would Tike to see complete proposals which address each of these questions
before endorsing them. Meanwhile, the inclusion of inventory taxes and high machinery
taxes in all of these proposals will compel KCCI to oppose them.

Thank you again for the chance to express our members' views.
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KANSAS INDEPENDENT AUTOMOBILE DEALERS ASSOCIATION
1115 WESTPORT SUITE E + MANHATTAN, KANSAS 66502 - 913-776-0044

g 1HOERS
¥ uEMBER N

April 1, 1992

TO: SENATE COMMITTEE ON ASSESSMENT AND TAXATION

SUBJECT: SCR 1634, SCR 1635, SCR 1640, and HCR 5007--
CONSTITUTIONAL AMENDMENTS CLASSIFYING PROPERTY
FOR TAXATION PURPOSES.

FROM: KANSAS INDEPENDENT AUTOMOBILE DEALERS ASSOCIATION
Mr. Chairman and Members of the Committee:

I am Jacque Oakes representing Kansas Independent Automo-
bile Dealers Association, an organization of over 200 used
car dealers.

We are submitting written testimony addressing all four bills,
SCR 1634, SCR 1635, SCR 1640, and HCR 5007.

We are extremely pleased that all four bills give relief to
commercial property by lowering the classification from 30% to
25%. This is certainly the right direction to give help to
small business.

SCR 1640 would provide, with the 2% cap, a guarantee to a
small business that it could continue to be a healthy, viable
part of the community of Kansas without a concern of higher taxes.

However, we are concerned with SCR 1636 which would allow a
county by resolution to prescribe its own assessment rates
within limitations and to impose alternative taxes on inven-
tories of merchants. We believe that after moving forward by
receiving much needed help with 25% classification on commercial
property we would then be moving backward by a possibility of
an inventories tax.

Thank you for your time and your consideration of this subject.

Individually we struggle to be heard—Collectively we cannot be ignored, )
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GREATER KANSAS CHAPTER of the APPRAISAL INSTITUTE
JAMES H. "JIM" IRISH, SRA, LEGISLATIVE COORDINATOR
2063 Southwest Regency Parkway Drive
Topeka, Kansas 66604-4402

VOICE (913) 272-2647 FAX (913) 273-1611
March 20, 1992
— ’///fé,; // f‘"l Y, 2 A2

Senator Dan Thiessen, Chairman T
Committee on Assessment and Taxation _MA;f;_w’ S R
Kansas Senate, Senate Capitol, Room 143-N - I il <cas VIRV
Topeka, Kansas 66612 > e A T ABNT
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Re: Senate Concurrent Resolution No. 1630 = G e Ta
Senators Montgomery and Vidricksen, et al _' A

Dear Mr. Chairman:

The Greater Kansas Chapter of the Appraisal Institute urges the legislature to amend
Senate Concurrent Resolution No. 1630 to clarify the distinctions between appraised value,
and classified or taxable value. Failure to understand this distinction results from use
of the outdated term, "assessed value." This may underlie the public's current state of
confusion. Specifically, we recommend amending:

1. Sec. l(a) at Page 1, Line 40 to delete "assessment and";
2. Sec. 1(a) at Page 2, Line 1 to replace "of" with "for the appralsed";

3. Sec. 1(a) at Page 2, Lines 6 and 7 to replace "assessment and assessed"” with
"taxation and taxed";

4, Sec. 1l(a) at Page 2, Line 10 to replace "assessed" with "taxed";
5. Sec. 1l(a) at Page 2, Line 29 to replace "assessed" with "taxed";
6. Sec. 2 at Page 3, Line 19 to replace "assessed" with "classified";

These amendments to Senate Concurrent Resolution No. 1630 will serve to «clarify
responsibilities. "Assessed" has become obsolete because of the confusion which it
generates. Witness that a county's official responsible for property valuations and the
state oversight agency no longer are identified with a derivative of the root word
"assess."

The present language in Senate.Concurrent Resolution No. 1630 perpetuates the confusion.
So does the similar language found in Senate Bill No. 414 and Senate Concurrent Resolution
No. 1640, as I noted in previous testimony. All similar bills and resolutions (i.e., such
as SCR's No. 1606, 1635 & 1636, and HCR's No. 5007, 5017 & 5025) should be so amended.

Mr. Chairman, the adoption of our recommendations will greatly assist the legislature in
dealing effectively with the current public furor concerning property valuations for ad
valorem tax purposes. We appreciate your interest in this issue.

Sincerely yours,
Greater Kansas Chapter of the Appraisal Institute

o B e

_—James H. Irish, SRA
" Kansas Certified General Real Property Appraiser No. 5-48
Legislative Coordinator N e i
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Johnson County
Kansas

April 1, 1992

SENATE ASSESSMENT AND TAXATION COMMITTEE
SENATE CONCURRENT RESOLUTION NO. 1636

TESTIMONY OF GERRY RAY, INTERGOVERNMENTAL OFFICER
JOHNSON COUNTY BOARD OF COMMISSIONERS

Mr. Chairman, members of the Committee, my name is Gerry Ray representing the
Johnson County Board of Commissioners.

The Johnson County Commissicners have supported County option classification from
the time the concept was first introduced several years ago. Their support is
derived from their belief that there is no one method of classification that will
serve the needs of all the communities in Kansas. Just as is the case with many
other issues, what addresses problems in one area causes difficulty in another.

The Legislature has, for years, endeavored to remedy the problems brought on by
classification. We believe the concept set forth in SCR 1636 provides a solution
that will work. The key to the proposal is that it is an option. If the present
system functions well in a county, then there is no need for the option to be
used. For that matter, if the county commissioners do not wish to become
involved in making changes, that is their decision. On the other side, counties
such as Johnson are in need of a process that will allow them to adjust the
percentages to better conform to the needs of the locale.

We would urge the Committee to give this proposal serious consideration as a
means to relieve local problems by allowing local officials to decide what is

best for their community.
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Office of County Administrator 100E.Park, Suite205  Olathe, Kansas 66061  (913)782-5000 Ext 5251
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House Plan

0.75% sales tax $174.4
ind income tax 138.0
corp inc tax 8.0
utils in prod 333
interstate tel 9.0
orig construc 79.8
resd’l intrast tel 6.1
lottery ticks 3.6
Total Revenue $452.2

(Non-Property Tax)

Option |

0.75% sales tax
ind income tax
corp inc tax

$174.4
120.0
8.0

$302.4

Option Il

0.50% sales tax

ind inc tax

corp inc tax

utils in prod (2.5%)

orig construc (2.5%)
resd’] intrast tel (2.5%)
film rentals (2.5%)

trade fixtures (2.5%)
hotel/motel (2.5%)

used mobile homes (2.5%)
new mobile homes (2.5%)

$116.3
120.5
5.0
16.7
39.9
3.1
0.9
0.5
0.6
1.3
0.3

$305.0




