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Chairman Smith and members of the Committee:

Thank you for allowing the Kansas Association of Counties to offer proponent testimony on HB 2004,
which would change the way residential property is assessed for taxation purposes.

KAC would commend the committee for looking at potential solutions to the residential property tax
burden. Residential property taxes account for a significant portion of the property tax.

A rolling average would be similar to the way agricultural land is valued with a rolling average of the
production value. Here, the legislature would be able to set the number of years included in the average,
which would help smooth out the spikes in valuation.

This would help offset spikes while still accounting for the valuation in a fair way to ensure the market
value is reflected. This would add some predictability for residential homeowners as well. They would
know the bulk of their valuation each year. The legislature should endeavor to set the number of years so
that homeowners will know consistently from year to year how many years are included in the average,
as well as allowing appraisers to help educate the public on the new system.

There are challenges with a rolling average. The first is new construction. How do you properly and fairly
reflect a lot that was previously empty and now has a new residential home? Reflecting new construction
fairly is a critical part of this legislation. Second, how do you properly reflect property that has been
destroyed? Reflecting that fairly is also important, particularly if that lot is not going to have the home
replaced. Finally, how do you appropriately reflect a property that has been re-classified to residential?

These are not impossible challenges, but they do require thought to make sure each taxpayer is treated in
a fair and equitable way when their property is valued.

Thank you for the opportunity to present this perspective on this legislation.

Jay Hall
Deputy Director and General Counsel
Kansas Association of Counties

hall@kansascounties.org
(785)272-2585
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COUNTY OF LEAVENWORTH
ks of Commissioners, Willie Dove, Mike Stieben
300 Walnut, Suite 225

Leavenworth, Kansas 66048-2815
(913)684-0417

Fax (913) 680-2742

Email: mstieben@leavenworthcounty.gov

House Taxation Committee

February 13, 2025

HCR: 5011

Neutral Testimony-

Chairman Smith and members of the Committee:

Thank you for your service to the State of Kansas as members of the House of Representatives, and thank you for your
consideration of issues related to property taxes here in the State of Kansas.

The Leavenworth County Commission has been listening to local residents for many years now as they express their concerns
about the heavy burden of ever spiking valuations and the associated increases in property taxes on their homes.

The entire Commission has agreed to support SCR 1603 which is a true cap on tax rates resulting from increased valuations,
capping such increases to no more than 3% per year. SCR 1603 applies to all classes real estate including mobile homes.

The provisions of HCR 5011 would use the lesser of the actual change or a rolling average of an unspecified number of years to
be determined by legislature and it would only apply to residential property.

One concern about this legislation is that if it is submitted to the voters that it will be difficult for voters to assess the real impact
upon property taxes because the rolling average will not be established ahead of time or within the amendment.

While there is no panacea to solve the overall property tax issue in the state of Kansas, we believe that following the lead of the
26 other states that have some version of a valuation cap, would build more stability, continuity, and predictability into the
Kansas economy.

The fact that HCR 5011 applies only to residential real estate also raises concerns that this legislation could do more shifting to
other property classes like commercial and agricultural. SCR1 1603 caps all classes of property at the 3% level while HCR 5011
has no cap at all. Those who fear a shift of the burden to agricultural land have more to fear from HCR 5011 than any fears they
may have previously had about the same potential under the proposed valuation cap contained in SCR 1603.

The bottom line is that we believe the legislature needs to act.

We suggest a substitute amendment to replace HCR 5011 with SCR 1603 and then urge the House of Representative to take up
the Senate valuation cap which would benefit far more Kansans.

Cordially yours,
Leavenworth County Commissioners;

Willie Dove, Mike Stieben
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Legislature debates assessed
valuation limits: rolling average
or 3% cap

By Dave Trabert February 9, 2025 Kansas Policy Institute

Last week, the Kansas Senate passed a constitutional amendment that limits the

increase in taxable real estate valuations to 3% annually. SCR 1603 appliestoall

real estate and mobile homes, considered personal property under Kansas law.

The limit would not apply when: b boclc dated 4» 2027 UAIweS
¢ s oL 7 We.
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e The class or subclass of the property changes for assessment rate purposes,
e The property becomes disqualified from exemption;
e The property is first listed as escaped or omitted property or
 The legal description of the parcel changes, except the valuation of all
property affected by a legal description change would not be permitted to
exceed 3 percent of the total valuation of the affected property of the

previous year.

House Speaker Dan Hawkins says he doesn't have the two-thirds majority needed
to pass a constitutional amendment and has no plans to have House members
vote on SCR 1603. Instead, the House will introduce its version of an assessment

limit, according to Sunflower State Journal.

The House plan in HCR 5011 would use the lesser of the actual change or a rolling
average of an unspecified number of years to be determined by Legislators and
only apply to residential property. In contrast, the Senate’s plan is the lesser of the
actual change or a 3% fixed annual cap and applies to all real estate classes. The
House plan goes into effect on January 1, 2027, one year later than the Senate plan.
The one-year delay seems designed to allow the Legislature to determine the
number of years in the rolling average if voters approve the constitutional
amendment in November 2025, but that means voters won't really know the
amendment’s potential impact because the term of the rolling average isn't

specified in the House plan.

There are other nuances between the two plans, but the timing, formula, and

applicability are the significant differences.

According to SSJ, the House believes the Senate plan “creates disparities between a
home's fair market value and the taxable value,” but so would the House plan. In
fact, the taxable value of all real estate already differs from market value because
of assessment ratios in the Kansas constitution. For example, residential property
is taxed at 11.5% of appraised value, commercial and industrial real estate at 25%,

and agricultural property at 30%.

Skip to footer )ntent

<~y

https://kansaspolicy.org/legislature-debates-assessed-valuation-limits/ 2/9



2/10/25, 1:04 PM

Legislature debates assessed valuation limits: rolling average or 3% cap - Kansas Policy Institute

There are also concerns with both plans deviating from appraising property at fair

market value. However, limiting the increase in taxable value rather than on the

appraised value may eliminate most of those fears.

The language in SCR 1603 limits
“the final taxable appraised value.”
Amending SCR 1603 to change the
word ‘appraised’ to ‘assessed’ and
limiting the increase in assessed

valuations would result in

Simulation Limiting Taxable Value

Description
Appriased Value
Assessment Ratio
Assessed Value

Taxable Value

Yearl Year 2 % Chg
$ 250,000 | S 275000 | 10.0%
11.5% 11.5%
S 28750|S 31,625 10.0%
S 28750(S 29,613 3.0%

appraised values (allegedly) staying at market value.

The adjacent table simulates how this would work on a home appraised at

$250,000. Residential property is assessed at 11.5% of appraised value ($28,750 in

the example). Let's say the appraised value goes up 10% next year to $275,000. The

assessed value would also increase by 10% to $31,625, but legislation saying the

increase in assessed value may not exceed 3% puts it at $29,613. This change

allows a 10% increase in appraised value but only a 3% increase in the taxable

assessed value.

Comparison of a 6-year rolling average and
a 3% cap on valuations

The Sunflower State Journal article says the House plans a six-year rolling average,

so we'll compare that to the Senate plan.

The adjacent table shows what would have occurred if the House and Senate plans

had been implemented in 2002 (to allow for a six-year average) with limits on the

taxable assessed value described above on a home appraised at $100,000 in 1997.

According to the Kansas Department of Revenue data, both plans have the same

appraised value as of today, based on the average increases on existing property.

Residential property is assessed at 11.5% of appraised value, making the assessed
taxable value of the home increase from $11,500 in 1997 to $31,184 today. Under

Skip to footer intent taxable assessed value would be $24,940 and the homeowner
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would pay $3,741 at 150 mills.
The homeowner saves more
under the Senate plan, paying
$3,434 on a taxable value of
$22,892.

Under current law, the

Desuipﬁon
Appraised Value in 1997
Appraised Value in 2024

Taxable Value in 1597
Taxable Value in 2024

Total Chg Taxable Value '97-24
CAGR Taxable Value '97-24

2024 Tax @ 150 mills

Actual
Histary

$ 100,000
S 271,168

S° 11,500
S 31,184

171%
3.8%

S 4,678

Simulation of 2002 Implementation Limiting Taxable Value

6-Year

Roliing

Average
S 100,000
S 271,168

S 11,500
S 24,940

117%
2.9%

$ 3,741

Legislature debates assessed valuation limits: rolling average or 3% cap - Kansas Policy Institute

3% Annual
Cap

S 100,000
S 271,168

511,500
S 22,892

99%
2.6%

5 1113434

homeowner would pay $4,678

Source: Kansas Dept. of Revenue, cuthor's colculations

today with no valuation limit.

Both plans would have produced savings, but the actual savings of both plans

would probably be less because local elected officials would likely have imposed

higher mill rates. However, the impact of mill rate increases on their re-election

chances would likely soften the rate hikes and still leave homeowners with savings.

See here for the changes by year.

The one-year implementation plan in the House plan is practically an invitation for

county appraisers to jack up valuations before any rolling average applies.

Another downside of the House plan relative to the Senate plan is the potential

impact on future appraised values. Phasing in increases with a 6-year rolling

average makes it easier for appraisers to raise values because the homeowner will

only feel a small portion of the impact each year. Appraisal hikes have no impact

with a fixed cap on taxable values.

Only applying a cap on residential taxable values in the House plan also raises the

possibility of shifting the tax burden to other classes of real estate, like agriculture

and commercial/industrial property.

Regardless of how all this shakes out - the final product in situations like this

typically includes elements of both plans - the House deserves credit for bringing

an alternative for consideration. Otherwise, the issue would likely die if two-thirds

of House members won't support the Senate plan.
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