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“#MEMORANDUM

To: Mayor and City Councilors
From: Rich Olson, City Manager
Date: October 25, 2013

Re: Consideration — Pasquotank County Agreement to Collect Taxes

BACKGROUND:

During the Joint City/County Meeting held on September 30, 2013, both
governing bodies discussed modifying the Interlocal Agreement for tax collection.
Two areas of concern were discussed: (1) the recent change in how motor
vehicle taxes are collected by the County and distributed to the City; and (2) a
need to address issues associated with tax foreclosure sales.

Due to recent changes in state law, the County will no longer collect motor
vehicle taxes on behalf of the City. The collection will be done at the state level;
and the state will remit the taxes collected to the County. The County will, in
turn, write a check to the City. For this reason, the County is just handling the
pass-through payment from the state.

The second reason the tax collection agreement is being rewritten deals with tax
foreclosure sales conducted by the County. Periodically, the County needs to
foreclose on property because the property owner has not paid their property
taxes or a City-imposed special assessment.

ANALYSIS:

Several times a year, the City receives a memo or letter from the County tax
office informing us that they will be having a tax foreclosure action; and
requesting that the City submit a bid for the amount of City and County taxes
owed on the property. Staff has refused to do this, since the City Council has not
authorized staff to spend City funds for this purpose.

During the Joint Meeting, the Council discussion centered on the language
added to the agreement, which would allow the County to bid the amount of the
outstanding taxes for the City and then have the property titled in the City's
name. Staff does not believe we did an adequate job in explaining the many
issues associated with foreclosed property.
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The vast majority of foreclosed properties have multiple code enforcement liens
placed on the property in addition to the normal property taxes owed. Because
there are code enforcement liens on these properties, they detract from the
neighborhoods in which they are located.

Attached you will find a list of properties that are presently subject to foreclosure.
Eighteen of these properties are owned by Dashland Properties, LLC. This
corporation’s principals are David and Shelia Lawyer and they have filed
bankruptcy. If a foreclosure sale takes place, the bank that holds the mortgage
would bid on them to protect their asset.

If the City does not bid on foreclosed properties and no other individuals bid, the
County is forced to place a bid on the property. (They are not required to bid the
amount of the outstanding taxes.) They would then own the property, which is
located in the City. The County has limited departmental functions that would
allow them to mow and keep the properties up.

Staff would propose that the City/County bid in the least amount of money that
would be needed to secure the property up to the tax value. The property would
be titled jointly to the City and County. The City would maintain the property and
work on liquidating the property. At the time of the subsequent sale, the
City/County would split the proceeds based on the ratio of original taxes owed on
the property (up to the total original tax liability). Any amount received from the
sale over that value would be kept by the City (since we will be maintaining the
property until the sale).

Staff is bringing this idea forward as a possible method to resolve this issue.
STAFF RECOMMENDATION:

For discussion by the City Council.
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