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SHARED REVENUE AND TAX RELIEF - PROPERTY TAXATION

Sale of Tax Certificates on Tax Delinquent Real Property

Motion:

Move to authorize counties to seil tax certificates on tax delinquent real property to third
parties. Repeal the current law prohibition against the sale, assignment, or transfer of tax
certificates by counties. Modify the current law provision requiring the treasurer to retain the tax
certificate and, instead, require the treasurer to retain the tax certificate or a copy of the tax
certificate, if the tax certificate has been sold. Provide that upon redemption of tax-delinquent real
estate, the treasurer forward the share of the redemption proceeds related to any tax certificate that
has been sold to the purchaser of the certificate.

Note:

Issuance of a tax certificate is the first step in the tax deed or foreclosure process. Property
taxes on real property become payable in January, and if not paid by August 31, a tax certificate on
the property is issued on September 1. Two years after the issuance, the county may take a tax deed
or foreclose on the property. Because state law requires the county to "buy out" the portion of the
delinquent taxes owed to other taxing jurisdictions, the county is the only jurisdiction with an
interest in the tax certificate. Tax certificates become void.}1 years following the December 31 of
the year issued.

The property tax collection statutes were recodified by 1987 Wisconsin Act 378, which
resulted from a Legjslative Council study committee. Previously, counties were authorized to sell
tax certificates, but Act 378 repealed provisions allowing their sale. This provision would become
effective upon passage of the bill and would apply to tax certificates that have been issued on real
property that is currently tax delinquent as well as to tax certificates issued in the future.

[Change to Bill: none]

Motion #806
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May 19, 2003 draft: Wisconsin Sale of Tax Certificate Revenues

Wisconsin Sale of Tax Certificate Revenues

74.57(3) )ssuance of tax certificate,

(3) Certificate not transferable, -Shbject 1o the right to sell tax certificate revenues

pursuant 10 s. 74.64, the {[delete-The]] county may not sell, assign, or otherwise transfer a tax
certificate. However, if a city authorized 10 act under s. 74.87 pays delinguent taxes under an
agreement enfered into under s, 74.83, the county treasurer shall issue or reissue tax certificates
to the city on all property for which the delinquent taxes have been paid.

74.64 Sale of tax certificate revenues, [NEW)
(1) In this section:
(a) ;‘Couniy" includes a county or a city authorized to act under s. 74,87.

(b) “Tax certificate” means a tax certificate issued by a county treasurer pursuant
tos. 74,57 (1) or (3).

(¢) “Tax certificale revenues” means, with respect 1o each parce] of real property
included in a tax certificate, the right 10 receive the amount of unpeid real estate taxes, special
assessments, special charges or special taxes stated in the tax certificate and the intercst and
penalties on that amount, and all direct or indirect proceeds of that right.

(2) A county may sell to any person for cash or other consideration all or & portion
of the 1ax certificate revenues relating to any parcel or parcels of rea) property included in a tax
certificate. The proceeds of the sale of tax certificate revenues shal) be distributed on a pro rata
basis o the taxing jurisdictions entitled to receive whole or partiz] redemption payments as
provided in 5, 75,05.

(3) A county may enter into a purchase and sale agreement for the sale of tax
certificate revenues by the county, which purchase and sale agreement may, consistent with the
provisions of this section:

(2) Contein such terms, provisions, conditions, representations and warranties as,
in the judgment of the county, are necessary or desirable.

(b) Provide for the sale of tax certificate revenues at such price or prices as the
county shall deemy necessary or desirable; provided, however, that the county shall not sell any of
the tax certificate revenues for Jess than the face value thereof unless the county has published
notice thereof in the county as a class 3 notice under ch. 985.

(©) Require the county to repurchase all or a portion of the tax certificate

revenues, or {0 substitute other tax certificate revenues of cquivalent value, under conditions
specified in the agreernent.

001.1427542,
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May 18, 2003 draft: Wisconsin Sale of Tax Certificate Revenues

{d) Require the county to take such actions to enforce and collect upon the tax
centificate revenues as are within the powers of the county and are, in the judgment of the
county, necessary or desirable,

(€) Permit the subsequent assignment or transfer of tax certificate revenues by the
purchaser or by subseéquent purchasers, and the assignment, in whole or in part, of the initial
purchaser’s rights and obligations under the purchase and sale agreement.

(f) Prohibit the county from commingling with its own funds any payments
received by the county on account of tax centificate revenues which have been sold by the
county.

(9) (2) Tax certificate revenues shall be freely transferable by the purchasers
thercof,

(b) Following the sale by the county of tax certificete revenues, the county
treasurer shall maintain a record of all payments received by the county on account of amounts
due for each parcel of real property included in a tax certificate and shall pay such amounts to the
purchaser or purchasers of the tax certificate revenues or their respective designees promptly
upon receipt. Notwithstanding 5. 74.47(3) or s. 75.05, all collected interest and penalties
included within (he tax certificate revenues shall be paid o the purchaser or purchasers of the tax
certificate revenues or their respective designees. Notwithstanding ch. 409, the priority of a
security interest in tax certificate revenues which have been sold by the county is not affected by
the commingling of tax certificate revenues or proceeds by the county with its own funds
pending the payment of such amounts to the purchaser or purchasers of the tax certificate
revenues or their respective designecs. '

(5) The sale, assignment or transfer of tax certificate revenues by a county
pursuant to this section is an absolute transfer of, and not a pledge of or secured transaction
relating 1o, the county’s right, title, and inferest in, 10, and under the tax certificate revenues, if
the documents governing the transaction expressly state that the transfer is a sale and absolute
transfer, and regardless of any commingling of any tax cerificate revennes or proceeds, retention
of any interests by the county, recourse to the county, or servicing by the county.

(6) The creation, perfection, priority, and enforcement of security interests in tax

certificate revenues are govemed by ch. 409, except that, notwithstanding ch, 409, .tax centificate
revenues arc payment intangibles for purposes of ch. 409.

001.14275¢42.
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offer the County the flexibflity to sell its reccivables. The Legislation should
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Talking Points: Sale by Counties of Tax Liens to Private Purchasers

Overall, I belicve that this change in lepislation should be pursued to

also ¢ry to allow third parties to be collection agents for property taxes and

allow for the tax intercept program to be used for property taxes. I have
made specific comments in the body of the docament,

Background and Current Lew

The statutbry interest rate on delinquent property taxes is 1% per month, In addition, _
counties typically exercise their right to impose a .5% per month penalty. Therefore, an
effective interest rate of 18% per year accrues on outstanding property taxes.

A tax certificale is issued on September 1 of each year on real property for which taxes
remain unpaid. This tax certificate imposes a lien on the property. Upon issuance of the
tax cartificate, property taxes must be paid within two years or a county is entitled to take
a tax deed on the property or commence a foreclosure action,

In August of each year, a county must settle the property tax claims held by all other
taxing jurisdictions within the county. The county pays the other jurisdictions’ portions
of the unpaid taxes and then assumes full “ownership” of the tax lien.

Because unpaid taxes owed to the county accrue at an interest rate of 18% per year, tax
licns are a vajuable asset. However, a county also assumes the risk that it will never
collect the unpsid taxes. '

Onc cstimate places the amount of current unpaid property taxes at $500 million.

The Proposal

L J

003.422022.1

Pass legislation that would grant counties the option to sell or assi gn the revenue stream
associated with all or any portion of their property tax liens. Current Jaw does not permit
such sale or assignment.

A private party would purchase the right to reccive the future revenue generated from the
collection of delinquent taxes, plus associated inferest. In return, a county would receive
an immediate cash payment thet reflects the value of the tax lien. This payment may
include a premium — an amount over the debt currently owed ~ in recogition of a
county’s loss of fulure revenuc that is represented by applicable interest rates.

The tax liens are secured by the property to which they are subject,_This may mean that
if the property is deeded to the Count d the County cannot sell the propenty for the

value cqual to the receivable, than the County would have to reimburse the Private Party.

1 assume this includes the interest portion also, The County would be responsib)e for
environmental issue properties. As a result, a certain percentage of delinguent taxes

could not be sold,
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. The law goveming the collection of unpaid taxes, the issuance of tax certificates, the
redemption process, tax deeds and foreclosure would not change under this proposal.
The delinquent taxpayer would continue to interact with the county, not the purchaser of
the tax lien._All administrative costs. would be the responsibility of the County. Jt
be a better option if the private party could also act as a collection agent for the County's
oldest tax liens. or if State Jaw was changed to allow for tax intercept of old e

taxcs. Counties should consider setting up & separate authority that could take the

responsibility for tax collectio: ettin se cash eals, plus providing a

mechayism for taxpayvers to get financing (o eliminate the 18% annual interest rate,

. This is a financial transaction, designed 10 leverage a county’s ownership of tax liens
with the financial market’s ability to provide up front cash for those assets,

The Benefits

* Countics can realize an immediate influx of cash by selling the future revenue stream

‘ associated with unpaid property taxes. This jnflux of cash would provide 1) for earlier
mition of un additiona illion erty tax r s 2) the County

Id increase its cash flow by up to $8,5 million. This additional $3.0 million of

revenue recognition would be a one time occurrence. The County has $8.5 million of

delinguent taxes. If these receivables were sold, our cash and investments would increase
by $8.5 milli current investments rates this money would eam 4%, Unsold
roperty taxes prescntly carn | 8% penalty and interest. e difference of 14% would

have to be negotiated with a third party and the County as to who gets what percentage of
this income:_IPthe County did a taxable borrowing for this $8.5 million. its cost of
capital would be about 6%.

¢ Because the high interest rate collected by the counties on unpaid taxes represents
significant future income, many counties will likely be offered more than the amount of
the unpaid taxes in any sale with a private buyer._See previous pareeraph. The private

should o at the very least to_split the 18%. A more reas. le offet would be
for the private party to only receive 3% to 4%. since 70% f the funds gre coll

one year period. Short {erm rates are anywhere from 2% fo 4%.. Higher rates should not
be given since the private party js taking no risk.

. The county can immediately recognize the cash associated with a salc of tax liens as
revenue for local budgeting purposes._This is true. '

. Thesc transactions would be voluntary: the law change simply gives counties another tool
for their own financial management.

. The Wisconsin Conntles Association supports this law change.

About our Company

008.422022.1
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‘ This legislation is being sought by Plymouth Financial, the national lcadcr in tax lien
servicing. Plymouth is the only securer to have “select servicer” status from Standard and

Poor,

* Plymouth operates in 21 stafes and has successfully purchased and serviced tax Liens
from Jocal governmenits across the nation. For example, Plymouth has made these
' transactions in New York City and the schoo) districts in Los Angeles.

Another op_ponumgg mayv be for tbe County to enter into an agreement with a local bank to assist
property owners in paving off their dehnguem taxes at rates which are lower than the current

18% rate. A similer thing was done in New York, with Fleet Financial, Fannie Mae and Xspand
a subsidi { Plymouth Financial),

April 3, 2002 press rejease fiom City of Camden New Jersey,
Th 2 City of Camden and XSPAND, Inc. today announced an innovative financin

am supported by R nk and Fannie Mae. This program is desxgned to assist
res:dents of Camden who have fallen behind on their property taxes by giving themn an

opportunity to satisfy their outstand ing tax obhgah(ms and protect their homes from
the thresat of foreclosure at the same time. In conjunction witha d esignated Camden-

based non-groht organization that will conduct credit reviews and offer mortgage

counseling services, Fleet will provide City residents with refinancing opportunities at

extremely competitive interest rates based on eligibility criteria established by Fleet.
Under its Affordable Advantage Program and other bank products, Fleet is committed

Lo exploring creative ways to assist pro ! owners in paying off these back taxes.
Fannie Mae will purchase eligible first mortgag oans that are originated by Fleet
through this initiative.

For more information please call Ruy Carey, o1 Foley & Lardner: (608) 258.4778

003.422022.1
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~ Talking Points: Sale by Counties of Tax Liens to Private Purchasers

Background and Current Law

. The statutory interest rate on delinquent property taxes is 1% pet month. In addition,
counties typically exercise their right to impose a .5% per month penalty. Therefore, an
effective interest rate of 18% per year accrues on outstanding property taxes.

* A 1ax certificate is issued on Scptember 1 of each year on real property for which taxes
remain unpaid. This tax certificate imposes a lien on the property. Upon issuance of the
tax certificate, property taxes must be paid within two years or a county is entitled to take
a tax dced on the property or comumnernce a foreclosure action.

. In August of each year, a county must settle the property tax claims held by zll other
taxing jurisdictions within the county, The county pays the other jurisdictions’ portions
of the unpaid taxes and then assumes full “ownership™ of the tax lien.

. Because unpaid taxes owed to the county accrue at an interest rate of 18% per year, tax
liens are a valuable asset. However, a county also assumes the risk that it will never
collect the unpaid taxes.

* - One estimate places the amount of current unpaid property taxes at $500 million.

The Proposal

¢ Pass legislation that would grant counties the option to sell or assign the revenue stream
associated with all or any portion of their property tax liens. Current law does not permit
such sale or assignment.

. A private party would purchase the right to receive the future revenue generated from the

collection of delinquent taxes, plus associated interest. In retumn, & county would receive
an immediate cash payment that reflects the value of the tax lien. This payment may
include a premium — an amount over the debt currently owed — in recognition of a-
county’s loss of future revenue that is represented by applicable interest rates.

. The tax liens are secured by the property o which they are subject,

. The law goveming the collection of unpaid taxes, the issuance of tax certificates, the
redcmption process, tax deeds and joreclosure would not change under this proposal.
The delinquent (axpayer would continue to interact with the county, not the purchaser of
the tax lien.

. This is a financial transaction, designed to Jeverage a county’s ownership of tax liens
with the financial market’s ability 1o provide up front cash for those assets.

(OVER)

003,423083,1
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The Benefits

> Countics can realize an immediate influx of cash by selling the future revenue stream
associated with unpaid property taxes.

. Because the high interest rate collected by the counties on unpaid taxes represents
significant future income, many.counties will likely be offered more than the amount of
the unpaid taxes in any sale with a private buyer.

. “The county can immediately recognize the cash associated with a sale of tax liens as
revenue for local budgeting purposes.

. These transactions would be voluntary: the Jaw change simply gives counties another tool
for their own financial fmanagement, '

The Wisconsin Counties Association supports the idén, provided the sale is optional.

About ouy Company

. This legislation is being sought by Plymouth Financial, the national Jeader in tax lien

servicing, Plymouth is the only securer to have “select servicer” status from Standard and
Poor.

. Plymouth operates in 21 stetes and has successfully purchased and serviced tax liens

from local governments across the nation. For example, Plymouth has made these
transactions in New York City and the schoo] districts in Los Angeles.

For more information pleare cal Ray Carey, ot Foley & Lardner: (608) 258.4778

e

003.423083. 1 2
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Draft 5/7/03
WISCONSIN SALE OF TAX CERTIFICATES

74.57(3) Issuance of tax certificate.

(3) Lssuance of tax certificates 1o cormiy citics, Cerdficate-not-Fanséar blo—The-countymay-not sell assisn.

. : stificate, s~ Wa city authorized to act under s, 74.87 pays delinquent taxcs

under aa agrecment entered into inder s. 74.83, the connty treasurer shall issne or Teissue tax certificates o the city
on all property for which the delinquent taxes have been paid.

74.64 Sale of tax certificates. [NEW]

(1) A county may sell a tax cectificate issued wnder s. 74.57 (o any person as provided i this section, For
purposes of this section, “county” includes a city authorized to proceed wnder s. 74.87. A tax certificate sold by the
county shall, notwithstanding s. 74.63(1), be delivered to the purchaser thereof apd shall be freely wransferable by the
holder thereof, subject to registratlon of transfer \vith the county wreasurer. The holder of a tax lien certificate shall
be required to presenr the wx lien certificate to the county mweaswrer at the request of the county treasurcr for agy
corrections required by s. 74.61. The county 1aay enter into an agreement with the purchaser of a tax certificate 1o
take such actions 1o epforce and collect upon the wx certificate 2s are within the powers of the county and are, in the
judgment of the county, necessary or dusirable, R it intended that a sale of tax certificates pursuant 1o this sectiog
shall be 2 sale and not 2 borrowing by the county. The proceeds of the sale of rax lien certificates shall be distribured
on a pro rata basis to the taxing jurisdictions cntitled to receive whole or partial redemption payments as provided in
s. 75.05,

(2) A county may enter into a purchase and sale agreement for the sale of one or more rax certificates by
the county, which purchase and sale agreement shall, consistent with the provisions of this section, contain sach
terms, provisions, conditions, representarions and warranties as, in the judgment of the county, are necessary or
desirable. The purchase and sale agreement may provide for the sale of the tax certificstes at such price or prices as
the county shall deem necessary vr desirable; provided, however, that the county shall not sell eny tax certificate for
Icss than the face valuc thersof unlcss the county has published notice thereof in the counry as a class 3 notice undex
ch. 98S. The agreement may require the county to repurchase all or & porton of 3 tax obligation under a tax
cerificate, or to substitute another tax obligation of equivalent value, under conditions specified i the agreement. If -
a tax obligation is repurchascd by the coumty, 1he counry tuay resume the enforcement of the tax obligation pursuany
to otherwise applicable procedures.

(3) Following the sale of a wx certificate, the county froasurer shall msinwmin 2 record of all payments
received by the county on account of amounrs due on the tax certficate and shall pay all such amounts over to the
registercd holder of the tax certificate or its designee prompily upon receipt. Notwithsianding s. 74.47(3) or s, 75,05,
all collected inversst and penalties on delinquent txes sold under a tax certificate shall be paid over 1o the registered
holder of the tax certificate or ity designee. The comnty shall not coramingle any payments received by the county on
account of amounts due on the tax centificate with its own funds, Upon payment of the tax certificate in full, the
bolder thereof shall surrender it w the county weasurer, who shall take such actions as are required by
$8.74.57(4)(d) and 75.04. :
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LFB:......Olin — Sale of tax certificates on tax delinquent real property
FoR 2003-05 BUDGET — NoOT READY FOR INTRODUCTION

SENATE AMENDMENT ,
TO 2003 SENATE BILL 44

3
.50
ﬁ& |

At the locations indicated, amend the bill as follows:

1. Page 713, line 3: after that line insert:

“SECTION 1632m. 74.57 (3) of the statutes is repealed.

SECTION 1632n. 74.57 (Snr\s of the statutes is created to read:

74.57 (3m) CERTIFICATE TRANSFERABLE. The county may sell, assign, or
otherwise transfer a tax certificate. If the ¥4 parcel of property is redeemed after
the tax certificate is sold, assigned, or otherwise 'transferred, the county shall submit

the redemption proceeds to the person to whom the certificate was sold, assigned, or

otherwise transferred.
v’

SECTION 1632p. 74.63 (1) of the statutes is amended to read:
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74.63 (1) The tax certificate, or, if the county has sold, assigned, or otherwise
2 transferred the tax certificate, a copy of the tax certificate.”.

History: 1987 a, 378.
(END)
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From: ' Olin, Rick

Sent: Sunday, June 08, 2003 2:51 PM
To: Kreye, Joseph

Cc: Ammerman, Fred

Subject: FW: LRBb0378/1

After reflection, I'm not sure the motion allows us to deal with proceeds from the sale of foreclosed property.
S. 75.35 regarding such sales is largely silent with regard to tax certificates.

Instead, it mentions unpaid taxes and any interest or penalty [ s. 75.35 (2)(H2.).

I'think that whatever the motion failed to mention should be dealt with in separate legislation.

From: Olin, Rick

Sent: Saturday, June 07, 2003 12:57 PM
To: Kreye, Joseph

Cc: Ammerman, Fred

Subject: LRBb0378/1

In the motion, I refer to the "share" of the redemption proceeds related to a certificate.

My intent related to instances where multiple certificates on a property exist, but a buyer has not purchased them all.
In that instance, the certificate's buyer would get only the share of proceeds related to his/her certificate.

I'm not sure the draft accomplishes that.

What about replacing "parcel of property" (page 1, line 6) with "certificate"?

Also, does redemption also apply to the distribution of proceeds when a property is sold after the county has taken a tax
deed or foreclosed in rem?




Krexe, JoseEh

From: Olin, Rick .

Sent: Saturday, June 07, 2003 12:57 PM
To: Kreye, Joseph

Cc: Ammerman, Fred

Subject: LRBb0378/1

In the motion, | refer to the "share" of the redemption proceeds related to a certificate.

My intent related to instances where multiple certificates on a property exist, but a buyer has not purchased them all.
In that instance, the certificate's buyer would get only the share of proceeds related to his/her certificate.

I'm not sure the draft accomplishes that. .

What about replacing "parcel of property" (page 1, line 6) with "certificate"?

Also, does redemption also apply to the distribution of proceeds when a property is sold after the county has taken a tax
deed or foreclosed in rem? '




State of Wisconsin 7
2003 - 2004 LEGISLATURE | LRBbos'rsg{
JKkjf:cph

e

LFB.......Olin — Sale of tax certificates on tax delinquent real property

FOR 2003-05 BUDGET — NOT READY FOR INTRODUCTION

SENATE AMENDMENT ,
TO 2003 SENATE BILL 44 ;
A

W

1 At the locations indicated, amend the bill as follows:

2 1. Page 713, line 3: after that line insert:

3 “SECTION 1632m. 74.57 (3) of the statutes is repealed.

4 SECTION 1632n. 74.57 (3m) of the statutes is created to read:

5 74.57 (3m) CERTIFICATE TRANSFERABLE. The county may sell, assign, or
: o Lo
ey deeméd after the

ﬂ
, a At certificate is sold, assigned, or otherwise transferred, the county shall submit the

6 otherwise transfer a tax certificate. If i pw

8 redemption proceeds to the person to whom the certificate was sold, assigned, or

9 otherwise transferred.

10 SECTION 1632p. 74.63 (1) of the statutes is amended to read:




2

2003 — 2004 Legislature -2- L?E%?Zﬁﬁ

74.63 (1) The tax certificate, or, if the county has sold, assigned, or otherwise

transferred the tax certificate, a copy of the tax certificate.”.

(END)
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LFB.......Olin — Sale of tax certificates on tax delinquent real property
FoRr 2003-05 BUDGET — NoT READY FOR INTRODUCTION

SENATE AMENDMENT,
TO 2003 SENATE BILL 44

At the locations indicated, amend the bill as follows:

1. Page 713, line 3: after that line insert:

“SECTION 1632m. 74.57 (3) of the statutes is repealed.

SECTION 1632n. 74.57 (3m) of the statutes is created to read:

74.57 (3m) CERTIFICATE TRANSFERABLE. The county may sell, assign, or
otherwise transfer a tax certificate. If a tax certificate is redeemed after the
certificate is sold, assigned, or otherwise transferred, the county shall submit the

redemption proceeds to the person to whom the certificate was sold, assigned, or

otherwise transferred.

SECTION 1632p. 74.63 (1) of the statutes is amended to read:
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74.63 (1) The tax certificate, or, if the county has sold, assigned, or otherwise

transferred the tax certificate, a copy of the tax certificate.”.

(END)




