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FISCAL NOTE

COMMITTEE ON LEGISLATIVE RESEARCH
OVERSIGHT DIVISION

Subject:  Taxation and Revenue - Property; Veterans; Constitutional Amendments

Type: Original

Date: March 4, 2025

Bill Summary: This resolution exempts certain disabled veterans from property taxes.

FISCAL SUMMARY

ESTIMATED NET EFFECT ON GENERAL REVENUE FUND

FUND AFFECTED FY 2026 FY 2027 FY 2028
$0 or

General Revenue Unknown, could
$0 or (More than exceed

$8,000,000)* $0 $1,593,602**

Total Estimated Net $0 or
Effect on General Unknown, could
Revenue $0 or (More than exceed
$8,000,000) $0 $1,593,602**

*The potential fiscal impact of “(More than $8,000,000)”” would be realized only if a special
election were called by the Governor to submit this joint resolution to voters. All other impacts
to state funds would be realized only if the joint resolution is approved by voters.

**(Qversight notes the potential savings to the General Revenue Fund are from reduced Senior
Property tax credits issued if qualifying veterans paying reduced/no longer paying property tax.

ESTIMATED NET EFFECT ON OTHER STATE FUNDS

FUND AFFECTED FY 2026 FY 2027 FY 2028
Blind Pension Fund $0 or (Unknown,
(0621) could exceed

$0 $0 $292,446)
Total Estimated Net $0 or (Unknown,
Effect on Other State could exceed
Funds $0 $0 $292,446)

Numbers within parentheses: () indicate costs or losses.
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ESTIMATED NET EFFECT ON FEDERAL FUNDS

FUND AFFECTED FY 2026 FY 2027 FY 2028
Total Estimated Net
Effect on All Federal
Funds $0 $0 $0

ESTIMATED NET EFFECT ON FULL TIME EQUIVALENT (FTE)

FUND AFFECTED FY 2026 FY 2027 FY 2028
Total Estimated Net
Effect on FTE 0 0 0

Estimated Net Effect (expenditures or reduced revenues) expected to exceed $250,000 in any
of the three fiscal years after implementation of the act or at full implementation of the act.

Estimated Net Effect (savings or increased revenues) expected to exceed $250,000 in any of
the three fiscal years after implementation of the act or at full implementation of the act.

ESTIMATED NET EFFECT ON LOCAL FUNDS
FUND AFFECTED FY 2026 FY 2027 FY 2028
Local Government** $0 or (Unknown,
could exceed
$0* $0 $62,609,793)

*Potential costs and state reimbursements net to zero in FY 2026 if a special election is called.
**Oversight notes this impact could be substantially reduced if taxing authorities are able to
increase the levy to other taxpayers to make up for the loss of property tax revenue of disabled
veterans resulting from this proposal.
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FISCAL ANALYSIS

ASSUMPTION

Officials from the Office of Administration - Budget and Planning (B&P) note this proposal
would go to public vote in November 2026. For the purpose of this fiscal note, B&P assumes
that the tax exemption would begin January 1, 2027, if voter approved. B&P notes that property
taxes are due December 315 of each tax year. Therefore, while this will begin for tax year 2027,
it will not impact revenues until FY28 (December 31, 2027).

Section 6.1 would expand the current property tax exemption for POWs from only those with a
total service-connected disability, to all POWs.

Section 6.5 would grant qualifying veterans with a service-connected disability a property tax
exemption on their primary home based on the level of their service-connected disability. The

implementation of the property tax exemption is staggered depending on the level of disability.

The property tax exemption granted under this proposal depends on a qualifying veteran’s
service-connected disability rating. Table 1 shows the property tax exemption by rating.

Table 1: Exemption Percentage

Disability Property Tax .
Rating Exemption Exemption Start
Tax Year 2029 (FY
50% - 69% $5,000 30)
. Tax Year 2027 (FY
0
70% - 100% 100% of tax liability 28)

Based on data published by the U.S. Census Bureau, there were 49,412 veterans residing in
Missouri with a disability rating of 50% or more. Using 2023 PTC data, B&P notes that of those
claiming the PTC as a disabled veteran, 55.8% owned their home. Table 2 shows the total
number of veterans and the estimated number that may own homes based on PTC data.

Table 2: Estimated Veterans

Disabilit Est.
Rating ’ # Veterans Owners
50% - 69% 11,725 6,546
70% - 100% 37,687 21,040
Total 49,412 27,586

However, B&P notes that the PTC has a low-income limit in order to qualify. It is possible that
the homeownership rate among the full population of veterans is higher. Therefore, B&P will
estimate the impact from the proposal using a range of 55.8% - 100% veteran homeownership.
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B&P notes that for veterans with a disability rating between 50% and 69%, this proposal
provides an exemption off their assessed value. For veterans with a disability rating of 70% to
100%, this proposal would exempt all assessed value from taxation.

Based on additional data published by the U.S. Census Bureau, the median home value in 2023
was $215,600 and the median real estate taxes paid was $1,887. B&P notes that residential real
property is assessed at 19% of the market value. Therefore, B&P estimates that the median

assessed value for residential property in Missouri was $40,964 ($215,600 x 19%) during 2023.

Under this proposal, the median assessed value for a veteran with a service-connected disability
of 50%-69%, the assessed value would now be $35,964 ($40,964 - $5,000). The median value
for a veteran with a service-connected disability of 70%-100% would be $0 (840,964 x 100%).
Table 3 shows the estimated median property tax reduction per veteran.

Table 3: Estimated Property Tax Reduction per

Veteran

Disability Exemption Est. Tax

Rating Reduction

50% - 69% | $5,000 ($296)
100% of tax

70% - 100% | liability ($1,887)

Using the above estimates and the number of qualifying veterans, B&P estimates that this could
reduce state and local property tax revenues by $41,641,209 to $74,587,962 annually once fully
implemented. Table 4 shows the estimated total state and local impact.

Table 4: Estimated Property Tax Loss

Disability | Low High

Rating Ownership Ownership
50% -

69% ($1,938,729) | ($3,472,593)
70% -

100% (8$39,702,480) | (§71,115,369)
Total ($41,641,209) | ($74,587,962)

B&P notes that the Blind Pension Trust Fund levies a statewide property tax rate of $0.03 per
$100 valuation. B&P estimates that of the $1,887 median property tax paid, $12.29 goes to the
Blind Pension Trust Fund and $1,874.71 goes to local funds. Using the number of qualifying
veterans above, B&P estimates that this proposal could reduce Blind Pension revenues by
$268,379 to $480,721 annually once fully implemented. This proposal could also reduce local
property tax revenues by $41,372,830 to $74,107,241 annually once fully implemented.

In addition, during tax year 2023 there were 1,231 veterans that claimed the PTC as a disabled
veteran and property owner, for total PTC claims of $931,805. Under this proposal some, or all,
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of their property would now be exempt from property tax. Therefore, B&P estimates that this
provision could increase GR by up to $931,805 annually beginning in FY26.

Therefore, B&P estimates that this proposal could increase TSR by less than $468,662 to
$673,240 in FY28 and FY29. Once fully implemented (FY30), this proposal could annually
increase TSR by less than $451,084 to $663,426.

This proposal could decrease local revenues by ($39,443,915 to $74,652,226) in FY28 and
FY29. Once fully implemented (FY30), this proposal could annually reduce local revenues by
($41,372,830 to $74,107,241).

Table 5: Estimated State and Local Property Tax Loss

FY 2028 FY 2029 FY 2030+

Low | High Low | High Low | High
State Funds
General
Revenue $931,805 $931,805 $931,805 $931,805 $931,805 $931,805

Blind
Pension
Trust Fund | ($258,565)

($463,143) | ($258,565)  ($463,143) | ($268,379)  ($480,721)

Total State

Impact $673,240 $468,662 $673,240 $468,662 $663,426 $451,084
Local

Funds

Median

Loss ($39,443,915) (870,652,226) | ($39,443,915) (870,652,226) | ($41,372,830) ($74,107,241)

Officials from the Department of Revenue (DOR) note if approved by voters at the November
2026, general election or at a special election called for this purpose, this proposal would allow
for an exemption of real property tax for military disabled veterans. If this is not adopted by the
voters, there will be no fiscal impact. If adopted, it is assumed that based on the certification
date of this proposal, it would become effective January 1, 2027. Since property tax is paid in
December of the year, it would impact the state and local funds beginning FY 2028.

This proposal will allow certain disabled veterans with a disability rating of at least 50% to
qualify for an exemption from their property tax. The exemption is on the assessed property
valuation. This proposal is set up to be phased in over a period of time.

Disability Rating

Exemption Amount

Exemption Start Date

50 to 69%

$5,000 exemption of assessed
property valuation

TY 2027 (FY 28)
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70% and higher 100% exemption of assessed | TY 2027 (FY 28)
property valuation

This proposal defines the eligible disabled veteran as a person with a certain assigned disability
rating, as established by the United States Department of Veterans Affairs. Per the U.S. Census
Bureau’s 2022 ACS 5-year report there are 37,687 disabled veterans in Missouri with a rating of
70% or higher.

Census Bureau Number of Veterans

Disability Rating Total Number of Veterans
50 to 60% 11,725
70% or higher 37,687

The Department reached out to the Missouri Veterans Commission who was not able to provide
more recent information on disabled veterans than 2019. The Senior Property Tax Credit
program allows certain qualified disabled veterans to apply for the credit. Per DOR’s record the
depart note that 2,205 disable veterans apply for the credit. Since DOR can not find more
current numbers, DOR will use the numbers provided by the U.S. Census Bureau.

The Department is unable to determine the actual number of veterans that would own their own
property. For fiscal notes purposes, DOR will assume all of these veterans own their own
dwelling. According to information from the U.S. Census Bureau the average amount of
property tax paid in Missouri for 2023 was $1,629. According to information from the State Tax
Commission there was $7,966,864,617 collected from real property in 2023 with 2,688,014 real
property parcels. The average amount of property tax paid in Missouri for 2023 was $2,964.
The Department notes that some veterans may have a property tax amount that is lower than this
amount.

Residential property tax is assessed at 19% of its value. Therefore, with a house of $203,600 at
19% rate would mean the assessed value of the property is $38,684. This proposal would
eliminate the assessed value for those over 70% and therefore exempt from real property tax
$61,392,123 ($1,629 * 37,687 veterans) to $111,704,268 ($2,964 per person * 37,687 veterans)
per year.

For those with a disability rating of 50% to 69% their assessed value would become $33,684
($38,684-$5,000) which would result in an additional that would impact revenue starting in FY
2028.

The Missouri Blind Pension fund receives $.03 for each $100 valuation of taxable property in the
state of Missouri. The Department estimates that the Missouri Blind Pension Fund could
decrease by a minimum to substantial amount. DOR defers to the Department of Social Services
for fiscal impact.
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Additionally, DOR notes that if a military disabled veteran is exempt from paying real property
tax, they would no longer be eligible to claim the Senior Property Tax Credit. Currently a person
can claim the Senior Property Tax Credit if:

A. They are 65 years or older

B. 100% Disabled Veteran as a result of military service

C. 100% Disabled or

D. 60 years of age or older and receiving surviving spouse benefits

In TY 2022 - 2,390 taxpayers checked the disabled veteran box on the PTC form. They claimed
1,657,806 in property tax credits.

In TY 2023 — 2,205 taxpayers checked the disabled veteran box on the PTC form. They claimed
$1,529,397 in property tax credits.

Two-year average claimed by disabled veterans is $1,593,602.

DOR notes that if a disabled veteran is also over the age of 65 years of age, they may have just
checked the 65+ box instead of the Veterans box so the amount that could be exempt could be
higher.

DOR assumes this would result in a savings to General Revenue that Could Exceed $1,593,602
annually from military veterans no longer owing real property tax and being ineligible for the
property tax credit.

Given the election for this proposal is November 2026 (FY 2027) and the bill starts with property
taxes on January 1, 2027; this proposal will have an impact starting in FY 2028 due to the filing
deadline for the taxes being 12/31/2027 (FY 2028).

FY 2026 $0
FY 2027 $0
FY 2028 $1,593,602 savings to GR and an Unknown loss to Blind Pension fund

This proposal will not have an administrative fiscal impact on the Department.

Officials from the State Tax Commission have reviewed this proposal and determined an
unknown fiscal impact. The U.S. Census Survey (2018) states the number of veterans in
Missouri is 479,828 of which over 80,000 have service related disabilities. The Agency does not
possess the specific data to determine the number of qualifying, eligible individuals or the real
property held by said individuals under the proposed criteria which states: “all real property used
as a homestead as defined by law of any citizen of this state who is a military veteran and who
has a fifty percent disability.”

Officials from the City of Kansas City assume this proposed legislation will have a negative
fiscal impact of an indeterminate amount.

KLP:LR:OD



L.R. No. 0062S.02I
Bill No. SIR 14
Page 8 of 14
March 4, 2025

Officials from the Newton County Health Department assume this will create a negative fiscal
impact depending upon the number of individuals who qualify for the exemption.

Officials from the Lincoln County Assessor note tax revenue losses with exemptions applied -
possible tax burden shift with those exemptions placed on a portion of the tax base and not the
whole.

The County Employees’ Retirement Fund (CERF) has reviewed SJR 14 (0062S.02I). There
is insufficient data to quantify its exact impact. SJR 14 may result in an unknown fiscal impact
to the County Employees’ Retirement Fund.

Officials from the Green Forest R-II School District note there is no way for the district to
know exact impact. But anytime you take away or exempt a group of people from property taxes,
then of course it is going to negatively impact school districts.

Officials from the Callaway County SB 40 Board assume this will have an impact on the
Callaway County SB 40 board. However, the full impact is unknown.

Officials from the Ferguson Municipal Public Library assume this measure would reduce the
Ferguson Municipal Public Library's operating revenue by an unknown amount, since the library
has no way to assess how much Ferguson property is affected. The library, therefore, cannot
predict what services or personnel would need to be cut in response.

Oversight notes, per information on the State Tax Commission’s website, an applicant must
meet the following requirements to qualify for the property tax exemption as it exists in current
law:
e be a former prisoner of war; and
e aveteran of any branch of the armed forces of the United States or this state who became
one hundred percent disabled as a result of his or her military service; and
e must own and occupy the homestead as a primary residence.

Oversight notes the phrase “total service connected disability” exists in current law and for
purposes of this fiscal note assumes it has the same meaning as noted above by the State Tax
Commission.

Based on information from the US Census Bureau, Oversight notes the following veterans by
disability rating for Missouri in the table below.

U.S. Census Bureau. Service-Connected Disability-Rating Status and Ratings for Civilian
Veterans 18 Years and Over - 2022

Has a service-

No connected disability 50 - 70% -
Total rating rating 0% 10-20% | 30-40% 60% 99%
341,834 | 245,286 96,548 3,153 24,778 12,663 12,755 37,919
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Census Bureau Data

Based on estimates from the Housing Assistance Council, Oversight notes the homeownership
rate for veterans is 78.1% with a median house value of $160,000. Assuming a similar
homeownership rate for veterans with a service-connected disability, Oversight assumes the
number of veterans who may qualify for the property tax exemption by disability rating in the

table below.
Disability Rating Disabled Veterans Estimated Disabled Veteran
Homeowners
30-40% 12,663 9,890
50-60% 12,755 9,962
70-100% 37,919 29,615

Oversight notes property tax levies differ based on the location of the property and the varying
taxing entities. Based on information from the State Tax Commissions website, Oversight
estimated the effective local residential property tax rate at 6.59% (using the total residential
assessed value, $81,710,151,058, divided by the total residential property revenue,

$5,384,565,106.

Oversight estimates the amount of assessed value this proposal may exempt from taxation in the

table below.
Disability Rating | Exemption Assessed Value Exempt from
Tax
50-60% $5,000 from Assessed Value $49,808.,275
(Beginning FY 28) ($5,000 * 9,962 veterans)
70-100% 100% of Assessed Value $900,288,066
(Beginning FY 28) ($30,400 estimated assessed
value per veteran * 29,615
veterans)

Assuming an estimated local residential property tax rate at 6.53%, Oversight estimates the loss
to local political subdivisions in the table below.

Disability Rating Local Loss of Revenue
50-60% ($3,282,284)

70-100% (8$59,327,509)

Total (562,609,793)

Oversight notes property tax revenues are designed to be revenue neutral from year to year. The
tax rate is adjusted relative to the assessed value to produce roughly the same revenue from the
prior year with an allowance for growth. Therefore, this proposal may result in a higher tax rate
relative to current law thus distributing more of the tax burden to other property owners.
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Oversight notes some taxing entities have tax rate ceilings that are at their statutory or voter
approved maximum. For these taxing entities, any decrease in the assessed values would not be
offset by a higher tax rate (relative to current law) rather it would result in a loss of revenue.

Oversight notes the Blind Pension Fund (0621) is calculated as an annual tax of three cents on
each one hundred dollars valuation of taxable property ((Total Assessed Value/100)*.03).
Because this proposal reduces (or limits growth) the assessed value portion of this equation, the
Blind Pension Fund will experience a decrease in revenue relative to what it would have received
under current law.

Oversight notes the Blind Pension Fund (0621) is calculated as an annual tax of three cents on
each one hundred dollars valuation of taxable property ((Total Assessed Value/100)*.03).
Oversight estimates a reduction in residential real property tax revenue to the Blind Pension
Fund in the table below.

Disability Rating Assessed Value Exempt from | Blind Pension Fund Loss of
Tax Revenue
50-60% $49,808,275 $14,942
($49,808,275 / 100 * .03)
70-100% $900,288,066 $270,086
($900,288,066 / 100 * .03)
Total $292.,446

Oversight notes this proposal is contingent on a voter approved amendment to the Constitution.
Oversight will show the impact as either $0 (Constitutional amendment is not approved by voters
AND/OR the local political subdivisions may be able to increase the levy to all other taxpayers
to replace the lost property tax revenues from disabled veterans) or could exceed the figures
estimated above to the Blind Pension Fund and local political subdivisions beginning in FY
2028.

Oversight assumes this could reduce claims for the Property Tax Credit for individuals
qualifying for the exemption. Oversight will show the savings to General Revenue provided by
the Department of Revenue.

Officials from Office of the Secretary of State assume, each year, a number of joint resolutions
that would refer to a vote of the people a constitutional amendment and bills that would refer to a
vote of the people the statutory issue in the legislation may be considered by the General
Assembly.

Unless a special election is called for the purpose, Joint Resolutions proposing a constitutional
amendment are submitted to a vote of the people at the next general election. Article XII section
2(b) of the Missouri Constitution authorizes the governor to order a special election for
constitutional amendments referred to the people. If a special election is called to submit a Joint
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Resolution to a vote of the people, section 115.063.2 RSMo requires the state to pay the costs.
The cost of the special election has been estimated to be $8 million based on the cost of the 2022
primary and general election reimbursements.

The Secretary of State’s office is required to pay for publishing in local newspapers the full text
of each statewide ballot measure as directed by Article XII, Section 2(b) of the Missouri
Constitution and Section 116.230-116.290, RSMo. Funding for this item is adjusted each year
depending upon the election cycle. A new decision item is requested in odd numbered fiscal
years and the amount requested is dependent upon the estimated number of ballot measures that
will be approved by the General Assembly and the initiative petitions certified for the ballot. In
FY 2014, the General Assembly changed the appropriation so that it was no longer an estimated
appropriation.

For the FY26 petitions cycle, the SOS estimates publication costs at $60,000 per page. This
amount is subject to change based on number of petitions received, length of those petitions and
rates charged by newspaper publishers.

The Secretary of State’s office will continue to assume, for the purposes of this fiscal note, that it
should have the full appropriation authority it needs to meet the publishing requirements.
Because these requirements are mandatory, the SOS reserves the right to request funding to meet
the cost of the publishing requirements if the Governor and the General Assembly again change
the amount or continue to not designate it as an estimated appropriation.

Oversight has reflected, in this fiscal note, the state potentially reimbursing local political
subdivisions the cost of having this joint resolution voted on during a special election in fiscal
year 2026. This reflects the decision made by the Joint Committee on Legislative Research that
the cost of the elections should be shown in the fiscal note. The next scheduled statewide general
election is in November 2026 (FY 2027). It is assumed the subject within this proposal could be
on this ballot; however, it could also be on a special election called for by the Governor (a
different date). Therefore, Oversight will reflect a potential election cost reimbursement to local
political subdivisions in FY 2026.

Officials from the Department of Public Safety — Veterans Commission, Department of
Social Services, Phelps County Sheriff, Kansas City Police Dept., St. Louis County Police
Dept, Office of the State Auditor, Mid-Continent Public Library, and the Rolling Hills
Consolidated Library each assume the proposal will have no fiscal impact on their respective
organizations. Oversight does not have any information to the contrary. Therefore, Oversight
will reflect a zero impact in the fiscal note for these agencies.
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FISCAL IMPACT - State Government FY 2026 FY 2027 FY 2028
(10 Mo.)
GENERAL REVENUE
Potential Revenue Gain — DOR — $0 or
Veterans no longer claiming the Senior Unknown,
Property Tax Credit if approved by could exceed
voters - p. (7) $0 $0 $1,593,602
Transfer Out - SOS - reimbursement of
local election authority election costs if $0 or (More
a special election is called by the than
Governor $8,000,000) $0 $0
ESTIMATED NET EFFECT ON 0 or
GENERAL REVENUE $0 or (More Unknown,
than could exceed
$8.000,000) $0 $1.593.602
BLIND PENSION FUND
Potential Revenue Loss - no real $0 or
property tax collected from veterans (Unknown,
with a total service-connected disability could exceed
if approved by voters $0 $0 $292.446)
ESTIMATED NET EFFECT ON $0 or
BLIND PENSION FUND (Unknown,
could exceed
$0 $0 $292.446)
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FISCAL IMPACT — Local Government FY 2026 FY 2027 FY 2028
(10 Mo.)
LOCAL POLITICAL
SUBDIVISIONS
Costs — to implement and monitor if $0 or
approved by voters $0 $0 (Unknown)
Potential Revenue Loss - reduced/no $0 or
real property tax collected from (Unknown,
veterans with a total service-connected could exceed
disability* if approved by voters $0 $0 $62,609,793)
Transfer In - Local Election $0 or More
Authorities - reimbursement of election than
costs by the State for a special election $8,000,000 $0 $0
Costs - Local Election Authorities -
cost of a special election if called for by $0 or (More
the Governor than
$8.000,000) $0 $0
ESTIMATED NET EFFECT ON 0 or
LOCAL POLITICAL (Unknown,
SUBDIVISIONS* could exceed
$0 $0 | $62,609.793)

*Oversight notes this impact could be substantially reduced if taxing authorities are able to
increase the levy to other taxpayers to make up for the loss of property tax revenue of disabled

veterans resulting from this proposal.

FISCAL IMPACT — Small Business

Oversight assumes taxing jurisdictions may be able to increase the levy to all other property
owners to make up for the lost revenue from this property tax exemption.

FISCAL DESCRIPTION

Current constitutional provisions exempt from property tax all real property used as a homestead
by a former prisoner of war who has a total service-connected disability. This constitutional
amendment, if approved by the voters, removes the requirement that the former prisoner of war

have a total service-connected disability.
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This amendment also authorizes a property tax exemption for real property used as a homestead
by disabled veterans, as defined in the amendment. The amount of the exemption shall be equal
to $5,000 for veterans with a disability rating of 50-69%, and a total exemption for veterans with
a disability rating of 70-100%.

This legislation is not federally mandated, would not duplicate any other program and would not
require additional capital improvements or rental space.

SOURCES OF INFORMATION

Office of Administration - Budget and Planning
Department of Revenue

Department of Public Safety — Veterans Commission
Department of Social Services

Office of the Secretary of State

State Tax Commission

Office of the State Auditor

City of Kansas City

Newton County Health Department

Lincoln County Assessor

Phelps County Sherriff

Kansas City Police Dept

St. Louis County Police Dept

County Employees retirement Fund (CERF)
Green Forest R-11

Callaway County SB 40 Board

Ferguson Municipal Public Library
Mid-Continent Public Library

Rolling Hills Consolidated Library

piren —

Julie Morff Jessica Harris
Director Assistant Director
March 4, 2025 March 4, 2025

KLP:LR:OD



