Approved: March 19, 2003

Date

MINUTES OF THE SENATE ASSESSMENT AND TAXATION COMMITTEE

The meeting was called to order by Chairperson David Corbin at 10:50 a.m. on March 18, 2003, in Room
519-S of the Capitol.

All members were present except:  Senator Donovan

Committee staff present: Chris Courtwright, Legislative Research Department
April Holman, Legislative Research Department
Gordon Self, Revisor of Statutes Office
Shirley Higgins, Committee Secretary

Conferees appearing before the committee: Don Seifert, City of Olathe
Chris Wilson, Kansas Building Industry Association
Mark Beck, Director, Property Valuation Division
Rod Broberg, Saline County Appraiser
Paul Welcome, Johnson County Appraiser

Others attending: See attached list.

Senator Corbin called the Committee’s attention to the minutes of the March 13 meeting. Senator Taddiken

moved to approve the minutes of the March 13, 2003, meeting, seconded by Senator Buhler. The motion
carried.

HB 2205-Real estate transactions; disclosures relating to special assessments and fees

Senator Corbin commented that the subject matter of HB 2205 has been considered by the Committee during
the past four or five years in several bills, and a bill finally passed both houses during the 2002 Legislative
session. Due to a last minute veto by the Governor in 2002, the subject is being addressed once again.

Don Seifert, City of Olathe, testified in support of HB 2205, noting that the bill began as a relatively simple
bill that required sellers of real property to provide buyers with a written disclosure of existing or proposed
special assessments affecting a piece of real estate. The original language is now contained in new Sections
2 and 3 as passed by the House. He explained that the City of Olathe regularly uses the general improvement
and assessment statute as a tool to facilitate development. Once the improvement is constructed, special
assessments are levied against real estate parcels benefitting from the improvement. He noted that the system
generally works well unless the landowner who petitioned for the original improvement has sold or subdivided
property in the benefit district or if there is a substantial time lag between creation of the district and final
assessment. Although the City of Olathe regularly provides special assessment information to anyone who
asks, not all buyers know to ask in advance. HB 2205 would ensure that pending special assessments are
included with other disclosure statements before a contract is signed. In conclusion, Mr. Seifert emphasized
that the bill is an important piece of a broad public education program about special assessments initiated by
the City of Olathe. (Attachment 1)

Senator Pugh pointed out that new Sections 2 and 3 are identical with the exception that Section 2 references
K.S.A. 12-6a01 and Section 3 references K.S.A. 12-601. He suggested that the bill could be amended to
include only one new section referencing “either K.S.A. 12-6a01 or K.S.A. 12-601.”

Senator Corbin called attention to written testimony in support of HB 2205 submitted by Bill Yanek, Kansas
Association of Realtors. The Association of Realtors supports Section 1 as is but recommends that new
Section 2 be amended to provide that a seller’s failure to disclose special assessments or fees shall not make
a contract for the sale of real property void. (Attachment 2)

Chris Wilson, Kansas Building Industry Association (KBIA), testified in support of Section 1 of HB 2205.
She noted the similar legislation which passed last year, HB 3023, was vetoed by the Governor. Although

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 1



CONTINUATION SHEET

MINUTES OF THE SENATE ASSESSMENT AND TAXATION COMMITTEE at 10:50 a.m. on March
18, 2003, in Room 519-S of the Capitol.

the Governor and his staff philosophically agreed on the valuation of special assessments, they did not believe
that the language in HB 3023 accomplished the intended objective. Ms. Wilson recalled that the issue arose
over a series of valuations of vacant lots wherein the value was determined by adding the cost of a special
assessment debt to the selling price of the lot. Even though the Board of Tax Appeals repeatedly ruled in
favor of the appealing taxpayer, the practice continued. Therefore, KBIA requested legislation to address the
situation statutorily so that taxpayers would not have to take the time and expense to bring the issue before
the Board. She went on to say that the Property Valuation Division issued a directive to address the issue
in July 2002, and KBIA was hopeful that the directive would take care of the problem. However, in January,
the Sedgwick County Appraiser valued vacant lots by adding the special assessment amount to the selling
price, reasoning that it was necessary because the Governor vetoed HB 3023. Two bills were introduced in
2003 to address the Sedgwick County action (SB 227 and HB 2206), both of which contained the vetoed
language. However, KBIA and the Property Valuation Division developed the language in Section 1 of HB
2205 (page 1, lines 40 through 43) to address the concerns expressed by Governor Graves and his staff in
2002. In conclusion, Ms. Wilson stated that KBIA is not opposed to New Sections 2 and 3. (Attachment 3)

Mark Beck, Director of Property Valuation, stood in support of HB 2205, confirming that Section 1 codifies
pertinent provisions of Appraisal Directive #02-040 issued to all county appraisers in July 2002. He called
attention to a copy of the directive, which states that it is improper for county appraisers to simply add the
current special assessment balance to the cash sales price because this technique may not be indicative of fair
market value. The directive also discusses appropriate appraisal methodology. Mr. Beck noted, should the
bill become law, it will be helpful to have the directive as part of the record if questions concerning proper

application arise. (Attachment 4)

Rod Broberg, Saline County Appraiser, testified in opposition to Section 1 of HB 220S. At the outset, he
stated that he can work with the directive issued by the Property Valuation Division. For the Committee’s
information, he distributed copies of a Journal Entry on a case in Johnson County regarding reconsideration
of a decision by the Board of Tax Appeals. The District Court found that the market value of the property in
question did, in fact, include the cost of special benefit district assessments. (Attachment 5) Mr. Broberg
explained that he is concerned that, if he operates under the directive from the Property Valuation Division
and his valuation turns out to be the same as it would be if he followed the language in Section 1, it is possible
that the Board of Tax Appeals will tell him later, “We don’t care how you got that value, you just can’t use
it.” To address his concern, he requested that Section 1 be amended on page 1, line 42, by inserting “solely”
before “determined.” In his opinion, his suggested amendment will provide a means to defend his valuation.

Senator Lee commented that Mr. Broberg’s suggested amendment changes the meaning of the sentence to
almost the opposite of its intent. There being no further Committee questions or conferees, the hearing on
HB 2205 was closed.

SB 255—-Amendment of tax rolls by county appraiser after final determination of reduction in real
property valuation through appeals process in certain circumstances

Paul Welcome, Johnson County Appraiser, testified in support of SB 255. He explained that the amendment
to K.S.A. 79-1460 (page 2, lines 29 through 37) is taxpayer friendly because it would allow appraisers to
change the current tax roll after a second half payment under protest is made. Another amendment on page
2, lines 36 and 37, would allow the most expeditious remedy for proper changes to the tax roll if evidence
would warrant a change in value. (Attachment 6)

There being no others wishing to testify, the hearing on SB 255 was closed.
The meeting was adjourned at 11:30 a.m.

The next meeting is scheduled for March 19, 2003.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 2
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City of Olathe MEMORANDUM

TO: Members of the Senate Assessment and Taxation Committee
FROM: Donald R. Seifert, Policy Development Leader ‘(?’)%

SUBJECT:  HB 2205; Disclosure of Pending Special Assessments

DATE: March 18, 2003

Thank you for the opportunity to appear today in support of this bill. HB 2205 began as a
relatively simple bill that would require sellers of real property to provide buyers with a written
disclosure of existing or proposed special assessments affecting a piece of real estate. The
disclosure could be provided prior to execution or as part of a sales contract. The language of the
original bill is now contained in new Sections 2 and 3 as passed by the House. These sections

~ would address a fairly common problem in local government: upset property owners at a city

council hearing on levying of special assessments for a public improvement stating that “no one
told me about this assessment when I bought the property.”

The city of Olathe, like many Kansas communities, regularly uses the general improvement and
assessment statute at K.S.A. 12-6a01 ef seq. as a tool to facilitate development in the city.
Benefit districts may be used to finance roads, water lines, sewers, and other public infrastructure
that makes up the fabric of a growing community. Once the improvement is constructed, special
assessments are then levied against real estate parcels receiving a benefit from the improvement,
generally on a pro-rated square foot basis. Once levied, the property owner may pay the
assessment in a lump sum, or pay it in installments over the term of the bonds issued to finance
the improvement. ‘

This system generally works well unless the landowner(s) that petitioned for the original
improvement has sold or subdivided property in the benefit district to new owners, or there is a
substantial time lag between creation of the district and final assessment. It is very common for a
petition for public improvements to be acted on long before the first homes are constructed in a
subdivision. Much later, an entire subdivision of new homeowners may receive notice to attend
an assessment hearing they claim they knew nothing about. Although benefit districts of record
are included in the owner’s title insurance policy, often these policies are overlooked or not
understood. Such policies are also unavailable until after a real estate contract has been signed.
The city regularly provides special assessment information to anyone that asks, but not all buyers
know to ask in advance.

Real estate professionals compile volumes of information about a property before marketing it to
prospective buyers. HB 2205 would simply insure that pending special assessments are included
with other disclosure statements before a contract is signed. We city believes this is good public
policy, and should not be a burden on the real estate or development community. This is one
important piece of a broad public education program we have initiated about special assessments.
The city of Olathe urges the committee to recommend this bill favorably for passage.

Sepmte Aéj&ﬁsman.p V- 77(,%&,—7‘1’0;1
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B KANSAS

ssociation of REALTORS®
SOLD on Service

TO: SENATE ASSESSMENT AND TAXATION COMMITTEE
FROM: BILL YANEK, KAR DIRECTOR OF GOVERNMENTAL RELATIONS
DATE: March 18, 2003

SUBJECT: House Bill 2205

The Kansas Association of REALTORS ® supports enactment of Section 1 of HB 2205.
Section 1 prohibits adding the present value of special assessments to the sales price in
determining the fair market value of real property. This prohibition will allow properties

burdened by special assessments to be appraised by the same methodology as those not burdened
by special assessments.

The Kansas Association of REALTORS® supports the special assessment disclosure
provisions contained in Section 2 of HB 2205. However, we recommend one change to the
special assessment disclosure process.

We recommend amending HB 2205 with language stating that: “A seller’s failure to
disclose special assessments or fees or that the property is located in an improvement district

created pursuant to K.S.A. 12-6a0let seq. shall not make a contract for the sale of real property
void.”

Thank you for the opportunity to present testimony in support of House Bill 2205.

S enare Assg
3 {:_03 3644 SW Burlingame Rd

185.267.3610 800.366.0069 185.267.1867 Topeka, Kansas 66611
FREn TELL FRER PaR www.kansasrealtor.com



STATEMENT OF THE KANSAS BUILDING INDUSTRY ASSOCIATION
TO THE SENATE ASSESSMENT AND TAXATION COMMITTEE
SENATOR DAVID CORBIN, CHAIR
REGARDING H.B. 2205
MARCH 18, 2003

Mr. Chairman and Members of the Committee, I am Chris Wilson, Director of Government
Affairs of the Kansas Building Industry Association (KBIA). KBIA is the statewide trade and
professional association of the residential home building industry in Kansas. We are in support of
H.B. 2205 and appreciate the opportunity to speak to it today.

H.B. 2205 was amended in House Judiciary Committee to address the issue of appraisal of vacant
lots that your Committee acted on during the 2002 Session. As you will recall, this issue arose
over a series of valuations of vacant lots where the value was determined by adding the cost of
special assessments to the selling price of the lot. The Board of Tax Appeals repeatedly ruled in
favor of the appealing property owner in these cases, but the practice continued. KBIA requested
legislation to address this issue. We greatly appreciate your support for that legislation, which the
Senate passed not once but three times, with 39 votes in favor.

The bill that finally passed both houses last year was H.B. 3023, which was vetoed by Governor
‘Graves due to the wording in the bill. The Governor’s staff agreed with us philosophically on the
valuation of the special assessments — that they should not automatically be included in the
appraised value, but are a consideration in determining fair market value. However, they did not
believe that the language passed in H.B. 3023 accomplished that objective.

In July of last year, the Property Valuation Division issued a directive to address this issue. We
were hopeful the directive would take care of the problem and did not plan to seek further
legislation during this Session. However, in January, Sedgwick County issued appraised values
of vacant lots by adding the special assessments on, stating that they were supposed to do so
because the Governor had vetoed the bill. So, here we are again, asking you to pass a bill on this
issue once more. Two bills were introduced in response to the Sedgwick County action, one in
each house. Both of those bills contained the vetoed language of H.B. 3023. However, KBIA
and PVD have worked together to develop preferable language that addresses the concerns of
Governor Graves and his staff. That language is before you today in H.B. 2205.

We are hopetul that this bill will resolved e vacant lot issue and would appreciate your
indulgence in once again recommending for passage a bill to address this issue.

There is also a section of this bill that addresses notification of homebuyers when there are
special assessments on the property. KBIA does not oppose this section of the bill.

Thank you, Mr. Chairman, for the opportunity to stand in support of H.B. 2205. I would be glad
to respond to questions at the appropriate time.

sment N Tarat s
Senare Ass5e55mENT ke
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JOAN WAGNCON. SECRETARY KATHLEEN SEBELIUS. GOVERNOR
DEPARTMENT OF REVENUE
DIVISION OF PROPERTY VALUATION

MEMORANDUM
TO: Senator David R. Corbin
Chairman, Senate Assessment & Taxation Commuttee
FROM: Mark S. Beck
Director of Property Valuation
DATE: March 18, 2003
SUBJECT: Senate Bill 2205

Senator Corbin, Members of the Committee, I am Mark Beck, Director of Property Valuation. I
am appearing in support of Senate Bill 2205.

Section 1 of Senate Bill 2205 codifies pertinent provisions of Appraisal Directive #02-040 issued
to all county appraisers in July 2002. The directive states that it is improper for county appraisers
to simply add the current special assessment balance to the cash sales price because this technique
may not be indicative of fair market value and discusses appropriate appraisal methodology.

Appraisal Directive #02-040 is attached to my testimony. Should this bill become law, it would
be helpful to have it as part of the record if questions arise as to proper application.

DOCKING STATE OFFICE BUILDING, 915 SW HARRISON ST., ROOM 400, TOPEKA, KS 66612-1585
VAica 7REDQADRAL Frv 7RADPQA2AVN kit hananas kerevianiies Arev/
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ST F KANSAS DEPARTMENT OF REVE’
Bl Graves, Governon Steptien S. Richards, Secn.

Mark S. Beck, Director
Department of Revenue
Division of Property Valuation
915 SW Harrison St., Room 400
Topeka, KS 66612-1585

Division of Property Valuation

DIRECTIVE #02-040

TO: County Appraisers

RE: Special Assessments

This directive is adopted pursuant to the provisions of K.S.A.79-505, and amendments thereto,
and shall be in force and effect from and after the Director’s approval date.

A question has arisen as to how to determine the fair market value of a property that is sold when
the buyer assumes a substantial balance of special assessments to pay for public improvements
that provide a direct benefit to the property. Such public improvements may include a sewer
system, water service, streets, etc. The cash given for the property under these circumstances
may be significantly less than the cash given for similar properties that were sold unencumbered
by special assessments. In the latter instances, the developer would have paid for the public
improvements benefiting the properties and passed these costs on to the buyers. This directive
will address all types of property subject to special assessments.

The county appraiser shall presume that the cash given for a property subject to special
assessments represents its sales price, and thus should be given substantial weight for purposes
of determining the property’s fair market value. An arms-length sale may be given substantial
weight, but it is not the sole criteria of fair market value for ad valorem tax purposes. Other
factors in K.S.A. 79-503a.are important as well. Wolf Creek Golf Links, Inc. v. Johnson Board
of Co. Comm’rs, 18 K.A. 2d 263, 266, 853 P.2d 62 (1993); Board of County Commr’s v.
Brookover, 198 Kan. 71, 77, 422 P.2d 906 (1967).

The presumption that the cash given for the property subject to special assessments is reflective
of its fair market value may be rebutted if the county appraiser has evidence to the contrary,
including evidence that: '

(1) A well informed buyer knowingly assumed the obli gation to pay a substantial balance of
special assessments;

Page 1
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2) The cash given for the property subject to special assessments is considerably less than
the cash given for similar properties unencumbered by special assessments in open
market transactions without any undue influences; or

(3) The market has demonstrated that the public improvements underlying the special
assessment add value to private property in the market place.

The county appraiser must be able to demonstrate that the cash given for the property does not
fully reflect its fair market value, because part of the consideration given for the property was in
the form of assuming the obligation to pay special assessments. That being the case, the cash
given alone would not reflect the fofal amount in terms of money given in exchange for the
property. Still further, the cash given would not be viewed as the fofal arms-length sales price
that is entitled to substantial weight for purposes of determining fair market value.

A county appraiser shall not as a matter of standard practice value a property subject to special
assessments by adding the special assessment balance to the cash sales price. Even when this
technique is employed recognizing the present worth of future payments, it may result in valuing
the property inappropriately. See, e.g., Directive 92-029, 92-035 (Added costs do not necessarily

equate to added value.)

The technique of adding the balance of special assessments to the cash given for a property in
order to determine its total sales price may not reliably reflect the actual value added to the
private property by public improvements. The courts do not require a local governing body to
assess the total cost of public improvements based upon the exact benefit to each affected
property. Furthermore, the cost of an improvement does not necessarily equate to value in the
market place. Finally, the market must demonstrate what portion of the public improvement
actually enhances the value of private property and is therefore taxable.

Property subject to special assessments may be valued based upon arms-length sales of similar
properties benefited by similar public improvements that have sold unencumbered by special
assessments. Under this method, the market defines how much actual value is added to the
private property by the public improvement. The parties to such sales recognize that only the
private property is being acquired, not the public property. Thus, only the enhanced value of the
private property is captured for tax purposes.

Approved: \—V/ Y% =17 %—/ Q%/—/

Mafk S. Beck
irector of Property Valuation

Page 2
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RECEIVED

BEFORE THE BCARD OF TAX APPEALS OF THE STATE OF kaikad 2000

IN THE MATTER OF THE EQUALIZATION APPEAL ECARD OF TRRREWER s

OF ST. ANDREWS CT., LL.C. Al

FOR EXEMPTION FROM AD YALOREM AJG ~ £ 2001

TAXATION IN JOHNSON COUNTY, KANSAS 10 CO Legay e
ERT

Doclcet No. 2000-8477-EQ

FIOTION FOR RECONSIDERATION

The Board of County Commissioners of Johnson Counry, Kansas, through counAeE,
Katlryn D. Myers, assistant county counselor, moves the Boarﬁ for an order granting
recorsideration in the above referenced matters. The County alleges that the Board’s decision in
its crder certified July 20, 2001 was not based on substantial evidencs in view of the record as a
whole, has grronecusly applied the law and has—arr;tezij arbitrarily and capricicusly.

1. This motion is timely filed pursuant to K_S.A. 77-529.

Z The subject matter is real property known as PIN 046-NF241326-2003.

L)

The subject property'is a iS.d(acre vacant tract zoned for residential use located
at 133 Street and Niemen Road in Cverland Park, Kansas.

g, The subject property is located within a special benefit district assessed pursuant
to X.3.A. 12-508 for the extension of Nieman Road.

5 The Board reduced the County’s valua to aceount for the len of the special
assessmlent against the subject property,

8. The deducticn by the Board violates the constitutional and statutory requirerient

that real property be valued by the fee sumpls interest 1o achieve uniform and equal valuations of

like properties.

Rod Broberq

56 na ¢ /ﬂ sCeesmCnt \i" _fﬂ'——j‘M-‘d&
2-j9—23
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Maetion far Reconsideranon
Docicer Mo, 2000-8477-E9)
Jonzson Couary, Kansas
Page 2

L Controlling Aathoricy

A, Urnaform and Egual

The Kansas Consticution, Art.11, § 1 is the supreme authority for the vaiuation and
assessment of real property for ad valorem tax purposes which states that “{tihe legisiature shall
providie fov a uniform amd equal rate of assessment and taxation (emphasis added).”

Any valuation placed on rzal property must comply with the uniform and equal mandatc
imArll, § L

B Tnterest Apoprased

The legslature, as directed by Art 11, § 1, enacted a number of statutes €0 ensure that real
progesty ad valorem valuations would comply with me.lun;ifonn and equal mandate. Any
valuation; placed onxeal property must comply with these statutes as well.

K.S.A. 79-102 defines “real property” to “include nat only the land irself, but all
buildings, fixiures, inprovements; mines, minerals, quasries, mineral springs and wells, Adghis
and prvileges appertaining thereto. Because real property is defined té include all rights and
privileges, it is the fee simple inrerest that is valued for ad valorem purposes. The fee simpie
iaterest is defined as “the absolute ownership unegcumberad by any other interest or estate,
subject only io the limitations imposed by the governmental powers of taxation, erinent domain,
police power; and escheat. The dppraisal of Real Eszate, 11" ed. p. 137.

The special assessment is a lien agsinst the property, an encumbrance. The Taxpayer is
not restricted in the use of the subject property because of the lien, therefore, itis not a

. limitadon. Therefore, ia a fee simple valvation, it is inappropriate to subract from the valvation

S5~



Moty for Reconsideration
Docket No. 2000-3477-EQ
Jolmson Counry, Kansas
Page 3

for an encuxnhrence. Doing se is a viclaton of te uniform and equal mandate 25 axplained
below.

C: Eoard Orders Regarding the Treatment of Special Assessmants

The County is aﬁra.r: of several Board orders that have raduced the valuations of real
prope:ty by the amount of the special assessments. Ses [n the Mazter of the Equalization
dppecls of Valle View Estares, Dockst No. 199@'45'1’3;EQ and In the Matter of the Equalization
Apgecls of Westview Development Corp., Decket No. 1897-4010-EQ. A review of those orders
finds :hat no one raised the issue of uniform and equal and what is the appropnate appraisal
pracuce for the consideration of the fee simple valuation of real property subject tola special
assesiment, |

First and foremest, this Beard must value real property in a uniform and equal manuer.
To do this, and as atated in KL.3 .;A.79—102, ;:cai' property is to be valued in fee simple. Fee simple
reguizes that real property be valued without regard to encumbrances. For example, Lot A and
Lot B are contiguous. L;D’i A faces Elm Street and Lot B faces Oak Strest. Elrr; Strest was
improved in 2000 threugh a special benefit diswict. Oak Street was ai;so improved m 2600 but
the daveloper paid for the improvements. On January 1, 2001, Lot A and Lot B both sell. Lot A
sells for $10,000 and Lot B sells for $20,000. Lot A sold for lass because the special assessrent
for the sireet improvement is being paid for overtime to the city and is not included in the sale
price. Lot B sells for more because the daveloper recovers his costs for sirest improvements
upfront. Lot & and Lat B are exactly alike 11 all respects excent for how the sozet

improvemenis were financed. This is exacziv why real property is valued as unencumbered. Lot

. B paid for the improvement, but did it at {s present value upfront in the purchase prica. By



Motion for Reconsideration
Docket No. 2000-8477-E2Q
Ioboson County, Kaneas
Page d

reducing Lot A’s value by the special improvements, the e fee simple value of Lot A is zot
being vaiued and Lot B is not being weated uniformly and equally. Lot A's fair market value is
the sale price plus the present value of the mmprovernents or 320,000,

The Appratsal of Renl Estate, 11% &, at page 186 supports the County’s position. A

deducticn in the value of real property is only made if the real property is to be valued subisct to

an encumbrance, The defpition of fee simple clearly states that zeal property is valued withont
regard (o an encumbrance. Thersfore, the present value of the encumbrance is included in the
fee siniple value.

D. Present Value of the Special Assessments

The County, in preparing folr the hearing in the above captioned maner, relied on the
certifi-ate of value filed by the seller.of the property. See Anachment A. The Taxpayer, at the
hearing, presented the closing staterment showing  $200,000 credit against the sale price for
.bancﬁt districts. Ses Artac}ﬁnem B. It was asswmed by the Board that the $200,000 represented
the lien amaunt for %pecial benefit district assessments against rim subject property. This was a
false asswmption.

The subject property, on January 1, 2000, was mcluded in three benefit distncts. The
first, DéC D96-173 was placed on the sub) ect property in 1996 and paﬁ offin 2007. The
current payoff of this lien is 523,830.82. The sezond, OPC ID92-138, pays off this year. The
final payment a.moﬁnc assessed to the subject property is $124.59. The third, OPC IDS0- i45,
was naid o ff in 2000. The final payment amount assessed 1o the subject property was $694.335.
Therefore, the total arnount of liens against the subject property on January 1, 2000 was

approximately 525,000 not $200,000. See Artachment C.




biodon for Raconsideradon
Docket No. 2000-3477-2Q
Johason Counry, Kansas
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If the Beard is not going to value the subjeet propesty as unencumbered, at the very least

td

the Board must adjust the amount that it deductad 1o a valua of $537.500,

WHEREFORE, the County prays that the Board will reconsider its dacision and reverse

its imitial order by seataining the County's 2000 valuation of the subject property.

Respectfully submitted,

Yo m D mugiad

Kathrye . Myers, 14830

111 S. Cherry, Ste 3200

Olathe, XS 66061-3441

013-715-1858

913-7T15-1873 FAX

Kathryn. Myers@jocoks.com

Aftomey for Board of County Comrmissioness of
Iohnson County, Kansas

CERTIFICATE OF SERVICE

[ hereby cemify that a correct and true copy of the above and foregoing was deposited

into tae United States matl, postage prepaid, this 0 day of (\ysuaYy 2001, addressed to
sl

PAUL GOEHAUSEN
ST ANDREWS CTLLC
8435 CHEROKEE
LEAWGCOD XS 66206
g\_‘_@u‘i\k}dﬂ'\ D TN
Kathryn D. Myers
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IN THE DISTRICT COURT OF JOHENSON COUNTY, KANSAS

BOARD OF COUNTY COMMISSIONERS
OF JOHNSON COUNTY, KANSAS,

Peiitioner,
: Case No, gie/ 525!
v, Court No. 15~

Purauant 1o Ch. 77

ST. ANDREWS CT,, L.L.C, ;
Respondent.

JOURNAI ENTRY

NOW or this 2™ day of January, 2002, the above captioned matter comes before the
Coust on oral arguments. The petitioner appears by counsel, Kathryn D. Myexs, assistant county
counselor of Johnson County, Kansaﬁ. The rcspondentra.ppaars by Paul Goehausen, general
partaer, pro se.

The Court, after reading the brief of the petitioner and hearing the arguments of the
parties {inds as follows:

i | The 1ssue before the Court is a question of law; whether is was legally correct for
the Joard of Tax Appeals (BOTA), ints &&wceﬁiﬁed hily 20, 2001, to reduce the January 1,
2003 ad valorem valuation of respondent’s real property by the present value of special benefit

-district liens against the rea! property.

Z The facts are not in dispute. The real property 15 a large vacant tract of land. The
County valued the real property at $565,820. The respondent purchased the real property in
1999. By contract, but before closing, the respondent agreed to purchase the réai property for
$562,500. However, the title search diﬁcox*ered that the real property was subject Fb various
special benefit district assessments payable over a umber years that resulted in a net present
value payaff amount of approximately $200,000. The contract was amended to reduce the
purchase price from 3362,500 t0 $352,500. BOTA acceéted Lhe‘ purchase price of §362,500 as
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the fair market value of the land, The County appealed the decision of BOTA to this Court
asserting thal it was improper for BOTA to deduct the net present value of the special benefic
district assessments to arrive at the valus of the real property for ad valorem {ax purposas,

3. The County, in its briefts the Court, asserts that the decision by BOTA violatas
Arucle 11, §'1 of the Kansas Constitution that requires that real property be valued uniformly
and cqually. The County asserts that the valuation of rea] property for ad valorem tax purposes
requires that the valuation be in fee simple, See X.S.A. 75-102 that defines “real property.” The
Couaty also states that X.5.A. 79-503a requires that accepted appraisal practice adaptabria fo
mas; appraisal must be used to arrive af ad valorem valuations. To value the fee simple interest,
enct.mbrances against the real property are 1znored because the improvement to the real property
for wlﬁch the encumbrance has been c_faatcd adds to the vaiue of the real property. To do
otherwise, resalts in similar properties being valued differently based on how improvements to
the real property are financed.

4 The Taxpayer did. not file 2 written response 1o the County's brief and in oral
arguments before the Court, presented no legal authority to contradict the legal analysis
presanted by the County. Therefore, the Court adopis the legal analysis of the County and
concludes that the decision of BOTA is erroneous as a matter of law.

5 Counsel for the County is directzd to prepare the journal entry which will not be

subject to R. 170. Counsel shall mail a copy of the prepared journal entry to Mr. Goehausen.

The respondent has five days in which to notify the Court of any abjection as to the form of the

Jjournal entry,



IT I8 THEREFGORE ORDERED that the petition of the County is granted; the srder of
BOTA reducing the value of the real property owned by respondent is set aside and the ad

valorem valuation of the County as of January {, 2000 for the real property is rainstated.

s

7 ,.

Hornerable Lawrence E. Sheppard  / /7
Prepared by:
/
Nowpuen D Myiwy

Kathryn I Myers 14830)
Astistart Count Counselor
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TO: Senate Assessment and Tax

FROM: Paul Welcome, CAE, County Appraiser
RE: SB 255 Proposed Statute Changes to 79-1460 & 79-2005
DATE: March 18, 2003

The change in KSA 79-1460 would allow the county appraiser to change the tax roll after the
certification date of June 15 but before November 1%. The second half payment protest hearing
for the prior year occurs after June 15" certification deadline for the current year. The county
appraiser is not allowed to change the following year’s tax roll and the property owner has to
file a payment under protest for the current year to receive the adjustment when they pay their
taxes by December 20".  The intent of 79-1460 was to allow for the value change to be
carried forward to the following year. This cannot occur with the 2" half payment under
protest due to timing for the following year’s tax roll. We believe allowing the county
appraiser to change the roll would be advantageous for the property owner and the county. The
county could correct the roll prior to final millage rates being finalized and the county would
not have to pay for additional interest because of the delay to implement 79-1460.

The second bill 79-2005 would allow the property owner to make a payment under protest until
January 31% if the mortgage company makes a partial or full payment. When this bill was
changed to allow for the property owner to file until January 3 1* the mortgage companies were
making a full payment by December 20th. With federal law changes, the mortgage companies
will make two payments if there is not incentive or discount for full payment at the first
payment time. We feel this change would allow for the most expeditious remedy for proper
changes to the tax roll if their evidence would warrant a change in value. The county would be
able to make the change early and not have to wait until the second half payment is due.

Thank you for your consideration.

P:\PAW\2003\legislation\SB255 changes to 79-1460 and 79-2005.doc
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