January 13, 2014

Page 5

COUNTY OF MILWAUKEE

INTEROFFICE COMMUNICATION

DATE:

January 13, 2014
TO:
Supervisor Marina Dimitrijevic, Chairwoman, County Board of Supervisors
FROM:
Teig Whaley-Smith, Economic Development Director, Department of Administrative Services
SUBJECT:
Amendments to Milwaukee County Code of General Ordinances Chapters 6 and 32, relating to the management and disposition of tax deed foreclosure properties.
POLICY ISSUE
Milwaukee County will be taking over an unprecedented number of tax foreclosure properties in 2014.  Continuous efforts of the Treasurer’s Office and DAS-Economic Development to ensure a smooth transition to ownership have uncovered some inconsistencies and ambiguities in the ordinances relating to tax deed foreclosures.  The following report represents the next step in clarifying, prioritizing and streamlining the internal process for handling tax foreclosure properties; continuing the efforts to streamline the process started by the Treasurer’s Office in 2013 with CB Resolution 13-374 and the Economic Development Division’s effort to prioritize the resale of tax foreclosures with CB Resolution 13-918. 
BACKGROUND 
DAS-Economic Development’s Real Estate Services section is charged with the acquisition, management and disposition of real estate for Milwaukee County, including surplus county lands and properties acquired by the county during the tax deed foreclosure process.  In the Milwaukee County Code of General Ordinances there are two conflicting provisions regarding the duties of real estate services: Chapter 32, subchapter 5 and Chapter 6.  
This Report will outline these sections of the Code as currently written, highlight the inconsistencies and obsolete provisions of each and propose ordinance amendments to simplify and streamline the departmental directives.  Real Estate Services needs clear directives to effectively and efficiently handle the county’s real estate assets.  This is especially important for the disposition of tax foreclosure properties, which are unique county assets in terms of both category and quantity.  Providing clear and consistent expectations for buyers will decrease the amount of time these properties are off the tax rolls and negatively impacting taxpayers.

Chapter 32 is entitled “Department of Administration.”  Its subchapter 5 is entitled “Economic Development” and within sub. 5 is section 32.96 entitled “Real Estate.” These layers of authority are consistent with the County’s organizational structure.  According to the journal of proceedings, this section was created in 1992 and amended in 2007 and 2012.  Thus, it is relatively current.  

The first subsection under 32.96 reads, “Manage, sell and acquire real estate for the county.  Specific responsibilities include managing and leasing improved and unimproved properties, including air space parking lots for the state department of transportation (WIDOT).  County surplus real estate and tax foreclosure properties in the county suburbs are sold by the division.” (Attachment A contains the full text of the current Chapter 32)
Subsections (2) through (5) all relate to the land disposition process.  Subsection (2) specifies that “land sales shall follow the policy and procedure for disposition of real estate as recommended by the committee on economic and community development (ECD committee), approved by the county board and implemented by the Department of Administration (DAS) – Economic Development Division.”  No land disposition policy has been approved to date.  Therefore, anytime Real Estate Services wants to sell a parcel of land it must put forth a resolution to the ECD committee to have the parcel declared surplus and recommend a process for disposition. When a buyer is found, approval of the actual sale must similarly be reviewed by the committee and the board before closing can occur.
Chapter 6 is entitled “Collection of Delinquent Real Estate Taxes and Acquisition, Management and Disposition of Lands” and also makes references to the duties of the Real Estate Services division.  Excepting Section 6.01(5), which was created in June 2012, the most recent amendment to Chapter 6 occurred in 1998.  There are seven sections in Chapter 6: 
(1) 6.01 - Foreclosure of tax lien by action in rem

(2) 6.02 - Duties of county treasurer

(3) 6.03 - Duties of the department of administration, economic development   division, real estate section, hereinafter referred to as “division”

(4) 6.04 - Sale of lands to county employees prohibited

(5) 6.05 - Conveyances for sale of lands

(6) 6.06 - Interest and penalty on overdue and delinquent taxes.

(7) 6.07 - Delinquent property tax collection via personal liability
(Full Text of Current Chapter 6 included in Attachment B)
Section 6.01 describes the relationship between the treasurer and Real Estate Services in making the determination whether to acquire a property by tax foreclosure based on environmental factors.  Section 6.02 focuses on the necessary actions of the treasurer to take the deed, and Section 6.03 discusses Real Estate Services’ management of properties (i.e. making repairs, temporary rentals), retaining properties for county use and the process for selling properties.  Sections 6.04 and 6.05 specify restrictions to and how said lands shall be conveyed, while Sections 6.06 and 6.07 lay out the penalties for overdue/delinquent taxes and collection via personal liability.
Sections 6.01, 6.02, 6.06 and 6.07 all clearly relate to the collection of delinquent real estate taxes.  Sections 6.03, 6.04 and 6.05 all relate to the acquisition, management and disposition of land.  The placement of land disposition procedures for all land sales within the tax foreclosure section is awkward and can lead to confusion.  For example, the text of 6.03 seems to place heavy emphasis on what can be presumed are tax foreclosure properties, but no distinction is made between tax foreclosure properties and other county owned surplus properties.  Sections 6.04 and 6.05 on the other hand, clearly do and should apply to the sales of all county owned properties, not just tax foreclosures.  Nevertheless, these two provisions make no reference to Chapter 32.  Moreover, select portions of the entire chapter are obsolete.  Section 6.01 frequently refers to Real Estate Services as being under the department of public works and development.  Subsection (5) of 6.01 is not well organized and occasionally cites language from Wisconsin State Statutes that is not accurate. Sections 6.03(1) and (4) are essentially the same provision, but contain different monetary restrictions such that they may cause confusion.
Based on the conflicting messages sent by the current ordinance provisions, it would be advisable to amend the ordinances to clarify the directives to the Real Estate Services section of the Economic Development Division.  Based on the organizational structure of the county, it would be logical for a person to refer to Chapter 32 in the ordinances to determine the duties and responsibilities of the Real Estate Services section.  Thus, provisions related to the sale of county-owned land are appropriately placed in that section.  With respect to tax foreclosure properties however, there is an entire process in which the Real Estate Services division is involved prior to the land sale, which is more appropriately placed in Chapter 6.  Logically, it makes sense that the land management and disposition provisions related to tax foreclosure properties be in Chapter 6 as well.  While this would mean placing duties of the section outside of Chapter 32, a simple cross reference should be sufficient to clarify this deviation.
Thus, the following amendments are being proposed:

(1) Rename Chapter 6 “Collection of Delinquent Real Estate Taxes, and Acquisition, Management and Disposition of Tax Foreclosure Properties.”  

(2) Amend Section 6.01 to reference the proper department (DAS-Economic Development rather than Department of Public Works and Development).  The text, as amended can be found in Attachment C.

(3) Repeal and recreate Section 6.03.  The newly created text, which contains elements of the old text and provides a simple process for disposition apart from Chapter 32 can be found in Attachment D.  

(4) Create Sections 32.96(7) and (8) to supersede Sections 6.04 and 6.05.  The text of the newly created sections (identical to former sections 6.04 and 6.05) can be found in Attachment E.  

(5) Create Section 32.96(3) to reference the provisions of Chapter 6 for tax foreclosure properties and renumber the remaining subsections of 32.96, also seen in Attachment E.

The proposed amendments recognize that tax foreclosure properties are distinctly different assets than other parcels of county-owned real estate.  First, in a year that tax foreclosure properties are acquired and disposed of, they are more numerous compared to other surplus county property.  While not exclusively residential homes, the bulk of the tax foreclosure properties are just that.  These are properties for which the County has little to no use, other than the sales revenue to compensate for lost tax revenue.  While the County was losing tax revenues prior to acquisition, there are significant carrying costs of holding them as well.  At the moment of acquisition, the County becomes responsible for the control and maintenance of these properties.  In certain circumstances the County is also forced to act as a landlord.  To ensure a smooth transition for persons still living in the homes at the time of assumption, the County often signs temporary, month-to-month licenses of the premises to the current owner or renter as the circumstances may be.  The County has no desire to act as a landlord in that capacity on a long term basis.  Thus, the County’s best interests dictate that it be able to dispose of the properties as quickly as possible.  Quick disposition is also in the best interests of the neighbors.  Neighborhoods with foreclosures experience negative impacts in the way of depressed home values, blight and crime.  The County can best serve these areas by placing homes back in the hands of responsible homeowners as soon as possible.  
RECOMMENDATION 

To efficiently manage tax foreclosure properties the Real Estate Services section of DAS-Economic Development Division must have a clear and consistent process.  Because of the unique nature of tax foreclosure properties, these directives will be more effective by separating them from the rest of the duties of the Real Estate Services section.  The proposed ordinance amendments are imperative to creating such a transparent process.
_____________________________

Teig Whaley-Smith, Economic Development Director
Department of Administrative Services
Attachments: (A) Current Chapter 32; (B) Current Chapter 6; (C) Amended Section 6.01; (D) Repealed and Recreated Section 6.03; (E) Amended Section 32.96
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