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FISCAL IMPACT REPORT

SPONSOR: Bur po DATE TYPED: 01/22/02 HB 36

SHORT TITLE: = Delinquent County Property Tax Collection SB

ANALYST: Neel

REVENUE
Estimated Revenue Subsequent Recurring Fund

Years Impact or Non-Rec Affected
FY02 FYO03

($0.1) See Narrative | Recurring General Fund

$0.1 See Narrative | Recurring County

(Parenthesis () Indicate Revenue Decreases)
Relates to House Bi [ | 49.
SOURCES OF INFORMATION
Taxation and Revenue Department (TRD)
SUMMARY
This bill would allow counties to enter into contracts with private

attorneys for <collecting delinquent property taxes. Currently,
properties are turned over to the TRD for collection and sale for
del i nquent taxes after taxes have been delinquent for about three
years. The neasure would allow counties to assune the TRD s role in
col l ecting delinquent taxes and selling associated properties. The

bill would allow counties to be selective in accounts assigned to
private attorneys; counties would be allowed to assign sone, but
not all, delinquent accounts to attorneys. Counties would al so be

given authority to enter into installnment agreenents for paynent of
del i nquent taxes.

County conm ssioners nust adopt a resolution assum ng authority to
sell properties, but they may not do so without "...the express
concurrence in witing of the county treasurer...". Therefore, even
when comm ssioners favor retaining the right to sell properties for
del i nquent taxes, county treasurers would be allowed to prevent
them from doing so under the proposed neasure. The proposal would
al so inpose an additional penalty against delinquent taxpayers of
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up to 30 percent of the ampunt of penalty, interest and taxes due
under current statutes. Counties would be required to notify tax-
payers that private attorneys have been retained for the purpose of
collecting taxes, and that as a result, the owners wll be subject
to the additional penalties. The new penalties would be paid to
private attorneys that collect delinquent taxes. The neasure would
all ow counties to collect various costs associated with collecting
del i nquent taxes, including court costs, expenses of a tax sale and
simlar costs. However, the neasure would protect a county or its
retained attorney fromliability in an unsuccessful suit to collect
t axes, court costs and simlar expenses.

Under the proposal, a county conm ssion electing the option my
subsequently decide to return authority for selling properties for
del i nquent taxes to the TRD -- wi thout approval of county treasur-
ers. However, comm ssions nust notify TRD at |east 18 nonths prior
to the tax year in which the return of authority to sell properties
is to apply.

FISCAL IMPLICATIONS

The neasure would inpose no significant inpacts on state or |oca
tax sources. However, since sone penalty and interest associated
with collecting delinquent taxes would go to the entity collecting
t he revenues, funding would shift fromthe state to counties elect-
ing the option provided by the proposal. This funding currently
supports TRD s property tax division.

ADMINISTRATIVE IMPLICATIONS

The proposal would probably decrease total expenses of collecting
del i nquent property taxes by the TRD. Adninistrative functions and
costs borne by counties would increase, however. Wether the net
cost of adm nistrating property taxes would increase or decrease is
uncertain. It wuld depend on fees charged by private attorneys un-
der the proposed system as well as how efficient counties would be
at selling properties on which taxes are delingquent.

TECHNICAL ISSUES
TRD makes the following comments:

1) The measure does not seem to specify whether private attorneys
will be liable for title research m stakes they make, or whether
counties bear these responsibilities. It is also unclear who
woul d be responsible for title research problens that nmay ari se,
for exanple when a forner owner challenges the conveyance. And
it is unclear who would be responsible for refunding the anount
paid at auction to buyers in such cases, whether private attor-
neys would be required to refund their 30 percent and fees in
these situations, or whether county treasurers office would be
responsi ble for the entire refund.

2) Real properties are not sold until they are between 3 and 4
years delinquent. Hence sales conducted in 2002 stem from deli n-
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3)

4)

guencies in 1998. It would be good to clarify what year’s delin-
guencies this bill is to first apply. If it is meant to apply to
all outstanding delingquencies, counties should be required to
reimburse the state for all costs the state has incurred wth
respect to accounts turned over to the county.

Under the proposed neasure, county treasurers would be allowed
to select which accounts they wish to assign to attorneys and
whi ch woul d be assigned to the Property Tax Division. A nunber
of properties on which taxes are delinguent are not purchased
when offered for sale for reasons such as poor |ocation, the
size of the parcel, or lack of infrastructure (utilities, roads,
public services). These properties are basically undesirable and
t he accounts nmust be re-offered for | ess than the original taxes
due in order for anyone to consider purchasing them Wat would
likely occur in circunstances simlar to the ones described is
that the properties would be subsequently assigned to the State
of New Mexico for collection, with the result that the state
woul d bear nmuch greater costs per parcel sold than is the case
under current statutes. It would therefore seem appropriate to
require counties to be responsible for collecting all delinquent
property accounts within their boundaries if they elect to as-
surme responsibility for collecting delinquent accounts.

Section 7-38-68 paragraphs F should be anended to keep the in-
stall ments agreenents in the collecting authority' s office, not
the secretary’s office — page 21, line 22 of the proposal. Files
containing information on accounts that are sold are public and
must be kept as permanent records. It is not clear under the
proposed neasure how and where is this information wll be
stored.

OTHER SUBSTANTIVE ISSUES

TRD also notes that inposing a 30 percent penalty in addition to
current penalties inposed under statute sinply because a county de-
cides to make use of private collection agents may conflict wth
Article 11, Section 18 of the New Mexico Constitution requiring
equal protection of the law. Inposing a different set of fees de-
pendi ng on whether an account is collected by the state or a par-
ticular county may al so be viewed as unfair by taxpayers -- and un-
constitutional by attorneys.
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