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Special Assessment PolicD

1',‘5&3 )Fesmmﬁ 17,1987

Crackdown May Produce
Payment of Overdue Taxes

By Angel Hernandez
Staff Wiiter

More than two years after Wich-
ita moved to crack down on an
annual deficit of more than $1 mil-
lion in special assessment collec-
tions, city officials say it is still too
early to gauge whether that
change has reduced those delin-
quent tax payments.

The overdue special assess-
ments for new real estate develop-
ments were incurred primarily by
builders and developers caught in
a stagnant real estate market. But
the late payments sometimes cost
the city's taxpayers at-large mon-
ey that could have been used in
other areas.

Special assessments are ‘taxes
on property where the city has
paid for improv such as

The 1985 tax year, during which the tougher
assessments policy went into effect, showed few
results from the changes.

approved $16.2 million in special
assessments; it collected about
$14.7 million — about $1.5 million
too little. The percentage, howev-
er, is consistent with the historic
rate for special assessment pay-
ments that turn up late each year.

Glen Dockery, city budget and
management director, noted that
developers and others late in pay-
ing their special assessments gen-
erally have about three years to
do so before Sedgwick County offi-
cials foreclose, He said he was

streets, sewer and water lines. The
buyer of a home usually repays
that cost to the city, but with the
real estate market stagnating,
cash-strapped developers unable
to sell their properties have, in
some cases, withheld payment to
the city.

The City Commission began to
plug the sieve of delinquent spe-
clals In late 1984. The more-strin-
gent standards were devised and
first implemented by former city
manager Gene Denton’s adminis-
tration.

The standards included stiffer
requirements for developers to
guarantee that special assessments
would be made on time, increased
monitoring by city staff to assure
that delinquent payments were
collected and denial of new spe-
cial assessments for developers
who are delinquent on other pro-
jects.

The 1985 tax year, during which
the tougher assessments policy
went into effect, showed few re-
sults from the changes. The city

confident that this year's figures
on collections would prove higher
than those of previous years.

Dockery says that in the end
Wichita receives the bulk, about
98 percent on the average, of what
it iIs owed in specials. The rest
apparently falls through the
cracks, often because of bankrupt-
cles. Dockery said that in the
cases of public foreclosures, the
city does get its money back.

Dockery also said his staff does
not know how much of a loss the
city might have sustained in these
cases. Sedgwick County Tax Col-
lector Jerry McCoy did not think
his office had an exact figure, ei-
ther.

McCoy said there are approx-
imately $5.5 million in late special
assessments still owed to govern-
ments in Sedgwick County, but "I
don't have a total for the city.”

Yet there are a handful of build-
ers, including some that have gone
into bankruptcy, that owe more
than $100,000 in late taxes to
Wichita.

There will always be those who

are late payers. City Finance Di-
rector John Moir notes that, on the
average, about 5 percent of the
city's property taxes are paid late.

Still, Moir and others don't know
any particular reason why the rate
on late special assessments owed
Wichita, although substantially
small, is double the late rate on
property taxes.

“This is not uncommon for all
other cities in the U.S.,”” Moir said.

City officials do point out that
one tenet of the 1985 policy refine-
ment, refusing platting of develop-
ments to builders who still owed
previous special assessments, has
had tangible effects. City Engineer
Mike Lindebak, who served for a
period in 1986 as interim city-
county planning director, said that
applying developers were told in
six cases to pay up before getting
another city nod.

The Wichita Area Builders Asso-
ciation initially protested the
tighter standards two years ago
and blamed the economy for the
problem. Executive director Wes
Galyon's only comment last week
of the policies’ aftermath was,
“There is a concerted effort by
builders to make their assess-
ments current.”

And because of lower interest
rates available through private
lenders, builder Gaylan Nett, Jr.
said, developers soon may turn to
paying such street and sewer and
water lines costs up front to the
city. It'll be cheaper, according to
Nett, for the builders to borrow
the money from private hands
than pay back the city at a higher
interest rate.




WICHITA-SEDGWICK COUNTY DATE: November 21, 1986
METROPOLITAN AREA PLANNING DEPARTMENT

TO: Development Review Committee

FROM: Michael E. Lindebak, Director of Planning (Interim)

SUBJECT: Delinquent Special Assessments

During recent weeks, considerable discussion has occurred regarding the
extent of the problem with delinquent special assessments. Questions have
been raised about the growing amount of uncollected special assessment taxes.
Statements have been made about the number of residential lots in
delinquency, and so forth. The following information represents our
continuing efforts to better understand this issue.

The following table shows the amount of special assessment levies and
collections for the City of Wichita from 1980 to the present,

Special Assessment Collections

Amount Amount Amount Percent
Year Certified Collected Uncollected Uncollected

1980 $4,978,765 $4,548,069 $430,696 8.65
1981 5,529,817 5,117,809 412,008 7.45
1982 7,150,486 6,406,819 743,667 10,40
1983 12,848,736 11,635,597 1,213,139 9.44
1984 15,012,225 13,552,965 1,459,260 9.72
1985 15,713,274 14,591,918 1,121,356 7.14
1986 16,254,615 14,705,171 1,549,404 9.53
1987 17,344,932

The amount collected does not include any revenue received in any given year
for delinquent taxes due but unpaid for a prior year. Therefore, the amount
uncollected is in actuality less than the amount shown.

On October 21, 1986, the Sedgwick County Board of Commissioners filed a
case in District Court to foreclose on properties with delinquent taxes.
These properties are delinquent since September 1, 1983 and are to be sold at
public sale unless redeemed in advance of sale date, The redemption cost
includes total unpaid taxes, interest, and court costs. If the tax sale
proceeds for a given property are insufficient to cover the entire redemption
cost, court costs are first paid and remaining funds are proportionately
allocated to all taxing jurisdictions.




Development Review Committee November 21, 1986

A review has been made of the above mentioned court documents to determine
the extent of residential additions with concentrated (five or more lots)
delinquent taxes (see attached table). This review identified a total of six
additions containing 66 lots within the City of Wichita. A total of five
additions containing 289 lots were identified in Sedgwick County. The
Rainbow Lakes West 3rd and #4th Additions were platted and improved as
Sedgwick County additions but have subsequently been annexed into the City
of Wichita. The general location of these areas are shown on the attached
map.

At this stage, the following questions would seem to be relevant.

1. How much delinquent revenue is collected each year from prior
years and what is the City's net loss?

2. How many of the delinquent properties will likely be redeemed prior
to court sale?

Do we have valid letters of credit on any of the delinquent
properties?

MEL/RD/Iw
Attachment

cc: Chris Cherches, City Manager




November 20, 1986
PROPERTIES WITH DELINQUENT TAXES*
SCHEDULED FOR PUBLIC SALE
FILED IN DISTRICT COURT
OCTOBER 21, 1986

City of Wichita Location # Years Redemption
Addition Base Map # # Lots Delinguent Cost Owner of Record

Sherwood Glen 4th 5352 3 $33,602 Sherwood Glen Developers

Garfield Park 5245 b 2,001 Gaylan Nett
3 5,753 Major Lee Burton, et.al.

Park 4uy 37,295 Sherwood Glen Developers
4,270 Robert M. Hartman

Westlink Lakes Estates 4848 71,185 Major Enterprises

Prairie Park 2nd 48us 17,632 Pate Construction Co.
4,717 Sparks Construction Co.

Cedar Park Chauteaux 4649 110,274 Jay W. Russell
$786,729

City of Wichita Location # Years Redemption
Addition Base Map # # Lots Delinquent Cost Owner of Record

Springdale East 2nd 6446 94 3 $272,792 Amarado Investment Co.

Springdale Lakes 2nd 6346 29 3 270,984 Springdale Lakes, Inc.
Upland Farms, Inc.

Timber Valley Estates 3rd 6345 12 82,845 Timber Valley, Inc.
Rainbow Lakes West 4th 4647 24 281,130 L. V. Bell

Rainbow Lakes West 3rd 4647 130 775,266 Rainbow Lakes, Inc.
789 ,683,017

*Includes additions with five (5) or more lots in a delinquent satus for three (3) or more years.




Dot ] Advising bank reference no,

Advising bank For account of

To beneficlary

Clty of Wichita
455 North Main
Wichita, Kansas 67202
Explration date

Gentlemen:
We hereby establish our Irrevocable letter of credit In your favor avallable by payment for your drafts drawn at sight
on and accompanied by documents specified below '

I. A statement signed by an authorized representative of the City of Wichita certifylng that the amount of the draft :
presented therewlth constitutes a penalty for nonpayment of special assessments covering the Installation of the
following described Improvements in the City of Wichits, Kansas:

(Project No. )

Sald speclal assessments having been levied against the following described properties:

Speclal Conditions:

Partial drawlings are permltted.

This original letter of credit must be presented with any drafts drawn hereunder and the amount avallable shall be re-
duced by the amount of any drafts drawn not exceeding In the aggregate a total of x ot

Notwithstanding the expiration date noted abeve, It Is understecod that this letter of credit shall be automatical ly re=
newed for additional two-year -periods unless we notify you in writing at least sixty (60) dayg prior to the then relevar-
expiration date that It will not be renewed at which time you may draw up to the full amount of the credit available at
that time. Upon development (lssuance of occupancy permits by the City of Wichita) of 35 percent of the above-describec |
properties, the City of Wichita will, by written Instruction, authorize the release of this letter of credit.

/
1
Drafts drawn hereunder must be marked "Drawn under » Letter of T
Authorizing Institution i

i

Advising bank's notification We hereby engage with you that all drafts drawn under and in
* compllance with the terms of this credit will be duly honoreg '
If drawn and presented for payment at this office on or befor:
the expiration date of this credit. i

Sincerely yours,

Authorizing Institution

, By
Place, date, name and signature of the advising bank. Authorized Signature ,

]




REQUEST FOR REDUCTION OF DEVELOPMENT GUARANTEE (LETTER OF CREDIT)

=,

TO: CITY OF WICHITA (Submit to the City Engineer's Office at 455 North Main, 7th
Floor, Wichita, KS 67202)

PROJECT DESCRIPTION:

PROJECT ACCOUNT NUMBER: : ‘
LETTER OF CREDIT ISSUED BY:

LETTER OF CREDIT NUMBER:

LETTER OF CREDIT AMOUNT:

—_—

Based on actual construction costs, the above mentioned Letter of Credit may be
reduced to:

s

Developer : Tate Sy

Address . j TeTe i jone Humber

d k dk k ok k ok ok k ok ok ok ok ok ok ok ok okokok okk ok ok ok ok okokokokokokokkokokok ok okokokk ok

CITY ENGINEER'S REPORT

The above requested Letter of Credit Reduction is hereby authorized.

Mike Lindebak R A R
City Engineer

Note: The amended guarantee shall be submitted with two (2) copies of this fully
executed request/authorization form.

(0172F)
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WICHITA-SEDGWICK COUNTY

METROPOLITAN AREA PLANNING DEPARTMENT

Date: November 26, 1986

TO: Development Review Committee
FROM: Mike E. Lindebak, Interim Director of Planning > !

SUBJECT: New Ownership of Delinquent Tax Property

It has come to our attention that a property listed in the tax foreclosure
suit recently cited in a memo to you has changed ownership. We have
been told that Cedar Park Chauteaux Addition is no longer owned by Jay
W. Russell, but by Cedar Park, Inc., a company with Dean DeWitt as a
majority owner. Apparently, efforts are underway to correct this item in
the court documents. in addition', we understand that these particular
properties (16 lots) will likely be redeemed prior to scheduled court sale.

MEL:RD:dk 5

cc: Chris Cherches, City Manager
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IRREVOCABLE LETTER OF CREDIT

Date: ' Advising bank reference no.

Advising bank For account of

To beneficlary

City of Wichita
455 North Main
Wichita, Kansas 67202

Expiration date
Gentlemen:

We hereby establish our Irrevocable letter of credlt In your favor available by payment for your drafts drawn at slight
on and accompanled by documents specifled below %

I+ A statement signed by an authorized representative of the Clity of Wichita certifying that the amount of the draft

presented therewlith constitutes a penalty for nonpayment of speclal assessments covering the Installation of the
following described Improvements In the City of Wichita, Kansas:

(Project No. )

Sald speclal assessments having been levied agalnst the following described properties:

Speclal Conditions: ;
Partial drawings are permitted.

This original letter of credit must be presented with any drafts drawn hereunder and the amount avallable shall be re-
duced by the amount of any drafts drawn not exceeding In the aggregate a total of

Notwithstanding the expiration date noted above, It Is:understood that this letter of credit shall be automatically re-
newed for additional two-year periods unless we notify you In writing at least sixty (60) days prior to the then relevar-
expiration date that it will not be renewed at which time you may draw up to the full amount of the credit available at
that time. Upon development (issuance of occupancy permits by the Clty of Wichita) of 35 percent of the above-describec
properties, the City of Wichita will, by written Instruction, authorize the release of this letter of credit.

Drafts drawn hereunder must be marked "Drawn under » Letter of

Authorizing Instltution

Credit No. dated ]
_—mmmm———— ., .,

———————————— e

Advising bank's notification We hereby engage with you that all drafts drawn under and in
comp|lance with the terms of this credit will be duly honored
If drawn and presented for payment at this office on or befor.:
the expliration date of this credit. |

'Slncerely yours,

Authorizing Institution

By
Place, date, name and signature of the advising bank. Authorlzed Signature




REQUEST FOR REDUCTION OF DEVELOPMENT GUARANTEE (LETTER OF CREDIT)

-

TO: CITY OF WICHITA (Submit to the City Engineer's Office at 455 North Main, 7th
Floor, Wichita, KS 67202)

PROJECT DESCRIPTION:
PROJECT ACCOUNT NUMBER:
LETTER OF CREDIT ISSUED BY:
LETTER OF CREDIT NUMBER:
LETTER OF CREDIT AMOUNT:

Based on actual construction costs, the above mentioned Letter of Credit may be
reduced to: z

$

veloper
ress : ~Telephone Number

**i******#*********iii**********t*t‘********

CITY ENGIMEER'S REPORT

The above requested Letter of Credit Reduction is hereby authorized.

like Lindebal
City Engineer

Mote: The amended guarantee shall be submitted with two (2) copies of this fully
executed request/authorization form.

(0172F)
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WICHITA-SEDGWICK COUNTY November 7, 1986
METROPOLITAN AREA PLANNING DEPARTMENT

TO: Chris Cherches, City Manager
FROM: Michael E. Lindebak, Director of Planning (Interim)

SUBJECT: Development Policy for Public Improvements, AR 29

A review of the implementation of Administration Regulation 29, Develop-
ment Policy for Public Improvements dated April 16, 1985, provided the
following information.

;Pr-esent'ed in "{ﬁttachment A is a flow chart of the lines of responsibility

contained in the development policy. Since the policy went into effect
(April 16, 1985) through October 31, 1986, two hundred twenty six
(226) projects were built or were in the process of being built. All
developers requesting special assessment financing for public improve-
ments after April 16, 1985 were required and have complied with the rule
that they provide an irrevocable letter of credit or some other instru-
ment which would cover 35% of the estimated principal costs of the
project (Attachment B). If special assessments on all or a portion of the
development are not paid, the financial guarantee would be applied
annually to satisfy the costs of the public improvements. Developers
have provided the City of Wichita with instruments of irrevocable credit
margins from a low of $1,750 to a high of $193,500, which will be used
to pay for special assessments if the taxes become delinquent. To date
no financial guarantees provided by developers have had to be used to

pay delinquent specials. vt A el finb

A sufficient amount of time, generally 2 or more years, has not passed
since the implementation of AR 29 to have had delinquent special assess-
ment taxes assessed to property developed under the new policy.

Uncollected special assessments for the time period 1982 through 1986 are
as follows:

Year Amount $

1986 $1,549, 44l
1985 1,121,359
1984 1,459,260
1983 1,213,139
1982 743,667

Uncollected special assessments in 1986 could be from special taxes
assessed in 1984 or before./ These delinquent specials should be able to |
be reduced by enforcing the letters of credit previously issued against

_these projects which were developed before April 16, 1985,

VAR
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Chris Cherches, City Manager
November 7, 1986
Page 2

Another feature contained in AR 29 was to not permit any developer with
delinquent taxes on any existing development to be considered for new
development under policy AR 29, The delinquent taxes not only includ-
ed those owed to the City of Wichita but included those owed to other
governmental entities in the State of Kansas. All developers requesting
special assessment financing for public improvements after April 16, 1985
were required to sign an affidavit that they and anyone else having an
interest in the property that was to be improved did not have any
delinquent special taxes anywhere in the State of Kansas (Attachment
ﬂcll).

Policy AR 29 approaches the delinquent specials from two sides: 1)
delinquents on a specific parcel covered by financial guarantee, 2)
delinquents on any parcel not covered by the specific financial guarantee
but owned by a developer requesting special assessment financing for a
project. Under the first approach, the general public is protected by
the letter of credit. If delinquency occurs, the City of Wichita will draw
down on the letter of credit to keep the special taxes current. This is
a rather straight forward process--monitor projects by matching delin-
quent special assessment lists with projects covered by letters of credit.
If delinquency occurs, draw down on letter of credit,

The second approach may appear straight forward but it becomes compli-
cated by the fact that ownership in any delinquent assessment is some-
times difficult, at best, to determine. Ownership may be held in other
family member names, corporations, trusts, etc. Matching these delin-
quent specials will involve establishing procedures and tools which
presently do not exist.

The present approach is to have the developer sign an affidavit swearing
to the facts. It would be difficult to actually verify that the developer
or any one with an interest in the project does not have unpaid special
assessments anywhere in the State of Kansas.

The message that AR 29 was trying to convey to developers was that if
the developer wanted to use special assessment financing to install public
improvements the developer must keep current on outstanding tax liabili-
ties. That message in the long-run should reduce the amount of uncol-
lected special taxes, but it should be noted in the short term uncollected
special assessments reached a six year high in 1986 of $1,549, 444, The
policy does not replace the judgement of the developer and the lending
institutions. The market place will still dictate the success or failure of
development, The policy will aid in protecting the public and home
owner from developers not completing the installation of public improve-
ments.  The policy will not protect against homeowners not keeping
special assessment taxes current. This would be a function of individual
responsibility and the current economic conditions of Wichita.

While the policy as expressed in AR 29 is still appropriate and should in

the long-term reduce the amount of uncollected special assessments,
=

procedures for its implementation can be strengthened. A "common link"
needs to be established between the specific parcels covered by the
development guarantee and ownership in all its forms, i.e., corporate,
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Chris Cherches, City Manager
November 7, 1986
Page 3

individual, trusts, etc. Part of that link was to be "key" or parcel
numbers. Because parcel numbers are not always available for each
"new" platted lot, they are not available when the developer applies for
special assessment financing.

The present system relies too heavily on self-disclosure and new proce-
dures should be established which will update and document steps to be
followed in determining eligibility for program participation.

Some suggested changes to the present system follows:

1. When key numbers are not available when the project is instituted
include legal description (lots and blocks). When key numbers are
assigned, up date City of Wichita records with numbers. This will
promote easier cross checking of records.

When letters of credit that were issued before April 16, 1985 expire
or developer request™a change, substitute new forms of assurances
and enforce them if any delinquency occurs.

When the developer applies for special assessment financing, have
the developer provide to the City of Wichita a c ;tlflcate signed by
the Sedgwick County Clerk that the developer gw any principals in
the proposed project do not have any delinquent taxes.

-Another‘ solution th the delinquent special problem would be for the City

of Wichita to get out of the business of providing subsidies to private
developers through special assessment financing.

If you wish to discuss this matter or require further information, do not
hesitate to contact my office,

Director of Planning (Interim)

ML:LPM:rh

Attachment A: Development Policy Flow Chart
Attachment B: Irrevocable Letter of Credit
Attachment C: Affidavit
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Date: April 16, 1985 AR 29

Subject: Development Policy for Public Supersedes: AR 31
Improvements September 8, 1976

Statement of Pol icy

It is the policy of the City of Wichita to facilitate new development by providing
~installation of public improvements (streets, drainage, sanitary sewers, water
mains, etc.) upon petition, whenever reasonable assurances are provided by the
developer or others that the special assessments will be paid when due.

Assurances are considered to be provided whenever the city has been furnished with
a financial guarantee (irrevocable letter of credit, corporate completion bond,
cashier's check, escrow account, or cash) on 35% of the estimated principal cost of
the project (engineering design, construction, inspection, temporary note interest,
and administration).

In addition, installation of public improvements may be authorized and directed by
the Board of City Commissiorers, upon petition and without guarantee, whenever it
is determined that such action is in the public interest and when one or more of
the following conditions exist:

1) Projects are ordered in by the Board of City Commissioners.

2) Projects that are infill in areas with multiple owners and where a majority of
the benefit district (by square oot or lots) has development on it.

3) The majority of the benefit district is in public ownership.

The financial guarantee will be released upon request of the developer when
certificates of occupancy are issued for at least 35% of the development that
received the improvements.

Should special assessments on all or a portion of the properties not be paid, the
financial guarantee will be applied annually to satisfy the costs of public
improvements of such property.

Any developer with delinquent special assessments on existing development will not
be considered for a new development undar this pclicy. A1l developers filing an
application under this pelicy will be require to certify, under oath, that no
person having a financial interest in the lands in the benefit district is
delinguent in special assessments for any city special assessment project within or
without the city.

Development Guarantee Procedure

The Director of Planning shall be responsible for receiving requests and assurances
and monitoring the implementation of this pol icy.

The Planning Department shall determine the cost of and receive the credit
assurance which will include & list of the key numbers of properties to be
deviveloped. The assurancz will be in one of the forms listed earlier in this
policy. !
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AR 29
Page 2

The development guarantees shall be submitted to the Departments of Law and

Administration for review and apd approval as to legal and financial form,
_ respectively. — Il 3

At the time the assurances have been provided, the Director of Planning shall
submit the requests for public improvements to the City Manager for presentation to

the City Commission. Upon approval of the governing body, the City Engineer shall
initiate action to install the public improvements.

The development guarantees, along with the 1ist of key numbers on property to be
developed, shall be filed with the City Controller. The Controller shall be
responsible for (a) renewing the guarantees, when necessary, and (b) semi-annually
comparing key numbers for property developed under this policy and property with
delinquent special assessments. Any property having delinquent special assessments
with development guarantees shall be referred to the City Treasurer (with copies to
Law, Planning, and the City Manager) for collection of the guarantee and payment of
the delinquent special assessment and penalty. 3

To seek release of a financial guarantee, the developer must file with the City
Controller a written request accompanied by evidence that certificates of occupancy

have been issued for at least 35% of the development on which the guarantee is
filed.

60
eccolo
Robert G. Finch
City Manager (Interim)
RGF/tpd

City of Wichito, Kansas
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WICHITA-SEDGWICK COUNTY DATE: November 21, 1986
METROPOLITAN AREA PLANNING DEPARTMENT

TO: Development Review Committee
FROM: Michael E. Lindebak, Director of Planning (Interim)

SUBJECT: Delinquent Special Assessments

During recent weeks, considerable discussion has occurred regarding the
extent of the problem with delinquent special assessments. Questions have
been raised about the growing amount of uncollected special assessment taxes.
Statements have been made about the number of residential lots in
delinquency, and so forth. The following information represents our
continuing efforts to better understand this issue.

The following table shows the amount of special assessment levies and
collections for the City of Wichita from 1980 to the present.

Special Assessment Collections

Amount Amount Amount Percent
Year Certified Collected Uncollected Uncollected

1980 $4,978,765 $4,548,069 $430,696 8.65
1981 5,529,817 5,117,809 412,008 7.45
1982 7,150,486 6,406,819 743,667 10.40
1983 12,848,736 11,635,597 1,213,139 9.44
1984 15,012,225 13,552,965 1,459,260 9.72
1985 15,713,274 14,591,918 1,121,356 7.14
1986 16,254,615 14,705,171 1,509, 444 9.53
1987 17,344,932

The amount collected does not include any revenue received in any given year
for delinquent taxes due but unpaid for a prior year. Therefore, the amount
uncollected is in actuality less than the amount shown.

On October 21, 1986, the Sedgwick County Board of Commissioners filed a
case in District Court to foreclose on properties with delinquent taxes.
These properties are delinquent since September 1, 1983 and are to be sold at
public sale unless redeemed in advance of sale date. The redemption cost
includes total unpaid taxes, interest, and court costs. If the tax sale
proceeds for a given property are insufficient to cover the entire redemption
cost, court costs are first paid and remaining funds are proportionately
allocated to all taxing jurisdictions.




Development Review Committee November 21, 1986

A review has been made of the above mentioned court documents to determine
the extent of residential additions with concentrated (five or more lots)
delinquent taxes (see attached table). This review identified a total of six
additions containing 66 lots within the City of Wichita. A total of five
additions containing 289 lots were identified in Sedgwick County. The
Rainbow Lakes West 3rd and 4th Additions were platted and improved as
Sedgwick County additions but have subsequently been annexed into the City
of Wichita. The general location of these areas are shown on the attached
map.

At this stage, the following questions would seem to be relevant.

1. How much delinquent revenue is collected each year from prior
years and what is the City's net loss?

2. How many of the delinquent properties will likely be redeemed prior
to court sale?

Do we have valid letters of credit on any of the delinquent
properties?

MEL/RD/Iw
Attachment

cc: Chris Cherches, City Manager




PRI, S
! g 5 :

# Ooor. Hin fochinats i

Fngun My Spec s\ Bessdamechs b = Ca\\@c\\*.a,\,s

A

A

o
Cerifiy u_‘“’““t' :
To Qou \::ﬁ Collwet (s Bae ‘.‘{‘-‘{‘

239715

0

o |o N
= B

2R ¢

al

313

2o
49444

S

Nk
LT

] iy 3
R B
N i




sjuanbiyag [etaadgs

8E° L4596 28
€9°068°1 628 #C8/E/0)

98/¥2/04

= *S.qm_.c-

uemb..r. b
_ #9B/C/6

SIUL'BKG  SBEDL i
n.é.an._‘?_, /L
00'500°EES WIS 1000 LBRIELS /0L

0 Eﬂml -nn.s_mt? 599 r_“ n_.._..wmmu HE/E/0)

98/5/6
98/R/L

e

98/5/6

8 LB 08 CB/olL/ "“ u..m oS ma £00°20E% -;..m..f
06" h02" mn.wn SR/ Nm nm ..E*

fma ;n mm_vn ?.._. Mm v EE'bh0" Lo ¥e/g/s
EC'BI6"HEG 18 N o
918 T WO W AR s

00 R_n.S._. IE$ .uno......—nm 1115 &

WBL
e
98/5/E
mm._.h:—.

61" LI6'EES ES /6L

E6°9LE‘TS S i mm 00} 669 'EES

98//6
R/84/L

VE'RLE‘CRH WS/ 1 1000 SRR wiSh
TERULYS WAL 1 WK NHT0S WL

/0215

.E.:.:_.

[EAT303Y

% 0BEUESS WL
; hm a....mw ...wmn‘ i S8/02/S 11 um.mn &B°ELE! hm: vu.-m_;.n

82°2EL 006" 1% S8/C/E 11 W0'aL 20 OE‘SH0 ' ¥8 ¥R/2/E
e 20865k 'Ss SR/g/L 1) u2TE ua 189" m—h cs ¢a..cm.;

TR o858 SR/02/6 11 9'ES  99°HE0‘00GS YIRS
EE IR’ 8&&3 SB/SE HouE (O En.an— ] ¥8/2/!

b1102p* L2 mz SR/BL/L it uo _.w 8e* .Sm mS Eis  ¥R/02/1

SINOIT30 0L

§WI%3d WL0L

(3AT303Y
a4

Ghd n (3A13034
@130 1 EATI03Y
ANE0M3d ANNOWY 3w A ehad LNAOHY eIl

861 86l

za:.:muz_.lm:_ T¥1 3LYLS ONW ALNDODD

KD XYLAL) 3®NTTIY

98/04/1)  NOTLNGTHISIO XL 3LUIS (NG ALNNOD




@
@m HOOERTAS U i KLY i 0L'250°058"} 7 WEREIL XYL 535 3115 W0l
i TS 80°ESE vt S/b i 0000 00%000°%¥Es @l i
9_,. T 7299208 WISE 1 W BT Hs S/OE/R 1 0°00F  0eR0'ES  WER 1 WL B s
TR 1RI9R bhs WIE/Z 1L 005 92 EC'CHs QM 11005 959ED‘cass W 1 WS WUBEYSE  Sw/S/2 MWL STRS 3MIS
@ it it il 0
{ i1 D0'0GR‘Ehls 1ETEEQ LLLS HH 96'EVC 1C28 9226 ¥65S i 20°220°C02s S3X¥1 40 N3IT NI W10L
@ﬁ. Z T WIS WAL G W00 MRS e i = i =
2559 tas WAL 1 WL 2 09EEs @ i "
@ M.m\!i\‘ B s woes n o e W6 1 W00 GINSE'I WA o won mumes | soom
R S WS AN G ISH BeEEs WES WK GSSWS WS R GRS WG MM
o N i A R T D
: i T it 1 911G A7 PANGLISTD SATUOH (})
o 1 o0On'T  hvesnes T Ry T R T T VY S Y T T
fr i WO GRS DML 1000 SUWSS WS/ 1000 e
@T” = 2 HOIS WRL0N (IIMEA 0 WER OVLEUES  SAEON 1 % WIS GNEST0 1 10 1w (1)E9/82/0)
iOA9eL : 981 ‘CL9s 98/C/6 11 AR'SL LB°E6909C8 G8/22/8 9L PARLC A ¥8/0E/8 11 Xs°0L 20" LS vhbs £g/22/R
; e 1w CERSEYS (WAL G W WTRWS DA S Cees GneE 1L e 2 0sseets s
VIS RIS N W WSS WS GO WOTMS WS W SN e
WHTEH  GIRAUS G W0 GURCWR  (DSWSY f W0r BUGCU (RN R SvEs S ) ams )
G on WER L WUE S /U2 I WZ TN WA 1| 6T 9IRS DRSE DAL I
O mWUERYS A 1 RW DONYS DWA H KW Rs0n e o G memans Gisien YL 50

SN oGS i EI0TR0LS i 141150529 TN HOLO WLOL
B0 0NEEONS  SeuE LW WSS WAES 00 Cuems eE b
L WGUULYS  WA0 1 W IWIARNS WO N WE RS WM 10 9EA0S  ERER
1 on WERAELNS WG 1IN GBS Swme 1 WE GLEYGS WA 1 1008 B°IR0'ERLS SR/
s BETLCC'LAC'ES  GW/RML 1 IE'TE Q090 SHeL 1620 9965 WG 1w I90RENS S ERes s
U OC'SBL'OLENS  TRAOZ/S If K2NE  ZELZZ'ENS Ga/02/S WS weE9 U W Beweess s e
G ioa0e9 SON'EIES /AN UL XSE L0°S9'w9Es SOy W RN WAMS DX 0UARRs £8/b2/k
R 9L°C08° 1898 SB/S/E 1 U9'C 0ZUE0EEES  GA/E f IS°CH  L2'OR'OR0MS WA/BI/E |1 B 1A'90L°C S9/SHE  TONHEA LW
H i e (WU om0 : e e, R T o o e
. SN ANEEd aow AN EE oW I INOWY U NS4 INOW £
. W = ¥8) €86
NOTLAGTHISTO XYL 3LYLS ONY ALNNDD .
W) XVIAL) BWNTTA  99/0b/bh NOTLOGTHISIO XYL VIS OW ALNGD

-




P15 AQ PRANGLIISIP faTUON (})

LE*2yl'202°)i8 95" (27 0F) 698 70°00F  SBU9G2'BL9°4CS

00°000"000°E2$ _ 0R°200°V8b'als il

CHONCW WU b
WY wAUrWOs hwmem
HowE oo
Domen osemlEts s i
9C"¥CI ‘89128
e
nr.E‘n.mh.; 98/0L/9
'Y IES
0L
R R

WIS RBE 1 W B S

0. |
o
%,

e
o
ol
.

&
7

130 B G
- 40 1E0Had INNOwY E1L 1NAOWY

786 €861
NOTINGTHISTIO X¥1l 3115 ONY ALNNDD

AVLIALD FWNTNIA 98/04/V  NOLLNATHISIA XL 31YIS ONY ALNNDD

-




asu : PAINGLIISIP SatuvE=(})

00°EQE 925988 i i
AT WL N EWOANTIs WOL SN WL 1 CBURCZ'RL9'ECS  WIOL
= i —_— i — T ——
HoW0 scmzious e i i
g oWt VEE'ENS SR 1 e e e F Z
: e HOM BN R i
S e e HOWle EONEls el Fa s R R
i T HOWSh  0e'RAR0Ns bSeneor o - HON0'00F  BWIES BB/
W 0L AT b L ws wmees s 7
1 CLTMES TR0 1 UE  05°L3OGH HIEOL ! HOWEs  9VEA0ES BHEEN
0% WIS IR/ 1 wlh OERBIEVS | S/aE W00 W wnaem 1 e aiems | seil
w06 hh.gn EblS 99/8/00 i1 %206 187229 C45s CB/C/a 11 18'88 Nocwnmwm_.n 82121 il av FLYR9E9ES  (1)ER/BZ/0} _
R0 ALV (DWEOL 1 IEW STICWS  SHOER 1 1T GBSV ens 1 Te SRGEEYS 2oL
W w6 D W RS0 SR 1 W WS UGN 1 UES  GERERS Ew/e m
918 0S'RE'ZES (NI 1 TR GTENHLGS (NSUAE 1 123 WRETLS W0 G L ovmaims o
W AR WS 1 W8 BSOS WL N W6 WESEES  WEN Wl ENEYs D
08 WHHNB G 1 WY DhBLIEES M9 i US06  LCIOYRS WUEE 1 UHR LSMSTES S/
U CEWB'ERYS GIRALL 1 WE SRS SMS U WE 0N WS L W WS EEs
W9 AwTRHLINS WAL 1 I AORES  ZE D B ISnewis | W0HE G GE ZWm0s (N
16°L5 AR =3 E.nﬂh I 98/01/9 11 1G7ES §G"96L 1528 ce/ve/y 1l W ﬂNem.mwB 3] .“:(m‘m—._c *E'CR L6'¥EL'2IE‘ELS EB/02/L
w VUOMBO'ES RGBS 1 WES  GONEA0BS  (DGR/EY i 1N SOEODEES  SUE/E I WES ELeozieess £0/8/9
ARG WHBULS  SWEMS 1 WUS GG WO W EACTS WAL 1 0 BSOS /R
S MR (I 1 IS (0'we4SEs  SuE D IR GRS vmie o we | o e
Wb WM W 5SS 02I20'EEs WA 10 WUTIB  WAMS LIS BN e
1% SUTIERE  WAME WK WRICURTS  GUUE 1 WS BUGEUIS GG ! S IGCTeS [9Esh
W QURASS SSE IO 98 ees WAZ 1 OW'SS TR0 RGRE 1 YSUS MATO0NSLS ER/GHE
1202 LUENBBLS  WEZ 1 UNE AU (S 1 I2WS BRESSBNS WZE N mes ez owe
e WL IRE N OUTE DRSO WA 1 IS WERERS  WABE I MWW LU BAME ;
W WTWES  WEE B R 0SNEEs | S 5 UNE ICUZOBYs GWIZE i wn BTl et _
WER 0BNS WL 1L 10 00'MeC ek Q@A H A0S OVOSSNC'HS WO N ISTY  CGRIS'Es B0
13008 (MUY @A G T o o o T
2 1\E0Ed 1800 A N e o 1NOHY WO I o £
it T 1" :
B 961 ool e £96H :
NOTLNGTHLISIO XYL 31415 XY ALNNOD :
:

W) XWLALD 3WUNITId 98/04/1}  NOLLNATNISIO XYL 3IYIS (MY ALNNOD

- - >




Fg-' e ey ;Mém,.

e  DELINQUENT TAXES COLLECTED BY SEDGWICK COUNTY IN 1981

TOTAL CDL!:ECTEB CITY OF WICHITA -~ CITY OF WICHITA TOTAL 1981
BY COUNTY +  SPECIAL TAXES . REAL ESTATE TAXES % OF CITY OF WICHITA

{ALL TAX DISTRICTS) . COLLECTED COLLECTED - JOTAL DELINQUENCIES COLLECTED

. § 208,186 $ 25,816 ‘ $ 52,136 25.0 $ 77,952

. 498,405 - ; 52,673 .+ 122,266 174,939

838,665 . 135,143 . 213,196 348,339

1980 - _1,080,793 ; 114,489 : 250,785 365,274

TOTAL  $2,626,049 - §328.121 -+ $638,383 - $986,504 @

PENALTY EARAINGS RECEIVED BY COUNTY IN 1981

5 . FENALTIES APPLICABLE i PENALTIES APPLICABLE
. ; TO CITY OF WICHITA % OF - TO CITY OF WICHITA % of TOTAL PENALTIES
YEAR  (ALL TAX DISTRICTS) SPECIALS TOTAL ~~_ REAL ESTATE TAXES TOTAL  APPLICABLE TO CITY

1977 $ 91,67 $ 11,367 12.4 i 25.0 $ 34,285
- 1978 161,185 17,086 10.6 © 245 56,576
1979 147,325 23,719 16.1 : 2nuq iy 61,139
1980 93,458 : 9,906 10.6 : 23.2 31,588

.6

TOTAL 1981 $493,639 $ 62,078 s kel ) ] . -$183,588

— e—

Wk Small amounts paid on delinquencies prior to 1977 weré not reported or included.
{This would not change the amounts materially.)




OELINQU'EN{'- TAXES COLLECTED BY SEDGNWICK COUN‘TY IN 1982

it
% o . -
TOTAL COLLECTED - ° CITY OF WICHITA  ° CITY OF WICHITA S TOTAL 1982

BY COUNTY . - - SPECIAL TAXES REAL ESTATE TAXES . %0 CITY OF WICHITA
YEAR AI.I. TAX DISTRICTS) . . __ COLLECTED .. COLLECTED ~ DELINQUENCIES COLLECTED
1973 $ 175,215 . $ 22,867 S 5 S ieian

1979 , - 468,820 i EENTTE : ; L 164,815
7930 889,512 e eyl bR S : e e 305,769

1981, 1176972 S ) YL : e .. 452,405 .

WU Goalsls o Cganedey o Q82 i T Amers

yo s
R

T PENALTY EARNINGS RECEIVED BY COUNTY IN"1982

5 i s PENALTIES APPLICABLE * PENALTIES APPLICABLE . . -
TOTAL COLLECTED - TO CITY OF WICHITA % OF TO CITY OF WICHITA % OF " TOTAL PENALTIES
YEAR  (ALL TAX DISTRICTS) . SPECIALS TOTAL REAL ESTATE TAXES . APPLICABLE TO CITY

1978 83,656 . .$ 10,959 a1 $ 19,241 . : $ 30,200

1979, ¢ 180,462 : 13:9 38,258 ; : 63,342

1950 - 211,486 ; i 14.9 : 41,240 el . 72,151

l°8] 118,184 R : 16.3 . 26,119 ¢ . ; 45,383
14.6

"TOTAL 1932 $593,788 $124,858 _. . l'_ 3 " $211,676

*hk Small amounts paid oh deﬂnquencies prior £b 1978 were not. reported or 1nc1ude
(This would not change the amounts materially.)




I,c;?’ AR PR, DELINQUENT TAXES COLLECTED BY SEDGW]CK COUNTY IN 1983
e . mlmqnun [ T R R T T i

Tmb cm.LEcr;n,” " eIry oF WIGHITA, , CITY OF WICKITA, . ToTAL 1983
) - SPECTAL TAXES.'" % OF | ° REAL ESTATE TAXES ' ' OF - CITY-OF WICHITA
COLLECTED' ' TOTAL', _ 'COLLECTED .  TOTAL  DELINQUEHCIES COLLECTED
'—l—‘ ) e sl

) . . i Tyt
. $45623, . 178 . $80,321 . 106 § 05,00
1yioastl  19c3 il - -16.9" . 214,848
1 M : P 0 s
1371239 ) T T - . 8.60 501,564

TOTAL ,  $3,455 447,“, : $713 1anv;,,|I S deleeee L b o E 108,708

1:41 1< PENALTIES RECEIVED BY COUNTY IN 1983

PENAL IES |ﬁLlCn“qBI.E PENALTIES APPLICABLE ., ~ :
' T0C % OF . TO CITY OF WICHITA %OF - TOTAL PENALTIES

YERR, ;p OA néczﬂl | . (TUAL,, _REAL ESTATE mr.s. .. JOTAL i APPLICABLE TO CITY:,
19;3, n 5139,350 i - 2o - $ 27,312 19.6 $ 52,116

& 265,508 o) 51,258 © 44,884 - 1.0t 95,142 -
1s81 1 253, 2520, - 56,788, g 3,08 . oIk 99,836
1962, ) 139.938.Y,, - - . 35,285 .Y . e 60,313 313l

Tota] 1983,$798,3% , .., 5167135_ e g L smazz B ey 5303,457‘
* Ppaid to City 6/18/84. :
** To'be paidato City: 10/10/88¢ 1 [y o iv o il i |'r vl ERBONE
*+%Sma ] ramounts 'paid'on"delinquencies: priorito 1979 were ‘not reported or in:'luded.
(This would not change the amounts materially.)
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o

QUENT SPECIALS (BALANCES AND PAID FROM COUNTY)
'FROM TXARB1S0 1977 - 1984, AS OF 09/15/86)

3,130
13,942
169,196
528,499
961,172

OF E

87,243
$266,281

ADJUSTED

21,022
196,942
218,643

e ———————

$1,410,268

0

a3

534
1,391
2,731
62,8t6
245,033
655,288
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WICHITA-SEDGWICK COUNTY November 7, 1986
METROPOLITAN AREA PLANNING DEPARTMENT

T0: Chris Cherches, City Manager
FROM: Michael E. Lindebak, Director of Planning (Interim)

SUBJECT: Development Policy for Public Improvements, AR 29

A review of the implementation of Administration Regulation 29, Develop-
ment Policy for Public Improvements dated April 16, 1985, provided the
following information.

Presented in Attachment A is a flow chart of the lines of responsibility
contained in the development policy, Since the policy went into effect
(April 16, 1985) through October 31,

ments after April 16, 1985 were required and have complied with the rule
that they provide an irrevocable letter of credit or some other instru-
ment which would cover 35% of the estimated principal costs of the
project (Attachment B). |f special assessments on all or a portion of the
development are not paid, the financial guarantee would be applied
annually to satisfy the costs of the public improvements. Developers
have provided the City of Wichita with instruments of irrevocable credit
margins from a low of $1,750 to a high of $193,500, which will be used
to pay for special assessments if the taxes become delinquent. To date
no financial guarantees provided by developers under the new policy
have had to be used to pay delinquent specials,

A sufficient amount of time, generally 2 or more years, has not passed
since the implementation of AR 29 to have had delinquent special assess—
ment taxes assessed to Property developed under the new policy.

Uncollected special assessments for the time period 1982 through 1986 are
as follows:

Year Amount $

1986 $1,549 44y
1985 1,121,359
1984 1,459,260
1983 1,213,139
1982 743,667

Uncollected special assessments in 1986 could be from special taxes
assessed in 1984 or before. These delinquent specials should be able to
be reduced by enforcing the letters of credit previously issued against
these projects which were developed before April 16, 1985,




GEAERIES

Chris Cherches, City Manager
November 7, 1986
Page 2

Another feature contained in AR 29 was to not permit any developer with
delinquent taxes on any existing development to be considered for new
development under policy AR 29. The delinquent taxes not only includ-
ed those owed to the City of Wichita but included those owed to other
governmental entities in the State of Kansas. All developers requesting
special assessment financing for public improvements after April 16, 1985
were required to sign an affidavit that they and anyone else having an
interest in the property that was to be improved did not have any
delinquent special taxes anywhere in the State of Kansas (Attachment
Ilcll).

Policy AR 29 approaches the delinquent specials from two sides: 1)
delinquents on a specific parcel covered by financial guarantee, 2)
delinquents on any parcel not covered by the specific financial guarantee
but owned by a developer requesting special assessment financing for a
project. Under the first approach, the general public is protected by
the letter of credit. If delinquency occurs, the City of Wichita will draw
down on the letter of credit to keep the special taxes current. This is
a rather straight forward process--monitor projects by matching delin-
quent special assessment lists with projects covered by letters of credit.
If delinquency occurs, draw down on letter of credit.

The second approach may appear straight forward but it becomes compli-
cated by the fact that ownership in any delinquent assessment is some-
times difficult, at best, to determine. Ownership may be held in other
family member names, corporations, trusts, etc. Matching these delin-
quent specials will involve establishing procedures and tools which
presently do not exist.

The present approach is to have the developer sign an affidavit swearing
to the facts. It would be difficult to actually verify that the developer
or any one with an interest in the project does not have unpaid special
assessments anywhere in the State of Kansas.

The message that AR 29 was trying to convey to developers was that if
the developer wanted to use special assessment financing to install public
improvements the developer must keep current on outstanding tax liabili-
ties. That message in the long-run should reduce the amount of uncol-
lected special taxes, but it should be noted in the short term uncollected
special assessments reached a six year high in 1986 of $1,549, 444, The
policy does not replace the judgement of the developer and the lending
institutions. The market place will still dictate the success or failure of
development. The policy will aid in protecting the public and home
owner from developers not completing the installation of public improve-
ments.  The policy will not protect against homeowners not keeping
special assessment taxes current. This would be a function of individual
responsibility and the current economic conditions of Wichita.

While the policy as expressed in AR 29 is still appropriate and should in
the long-term reduce the amount of uncollected special assessments,
procedures for its implementation can be strengthened. A "common link"
needs to be established between the specific parcels covered by the
development guarantee and ownership in all its forms, i.e., corporate,
individual, trusts, etc. Part of that link was to be "key" or parcel




Chris Cherches, City Manager
November 7, 1986
Page 3

numbers, Because parcel numbers are not always available for each
"new" platted lot, they are not available when the developer applies for
special assessment financing.

The present system relies too heavily on self-disclosure and new proce-
dures should be established which will update and document steps to be
followed in determining eligibility for program participation.

Some suggested changes to the present system follows:

1.  When key numbers are not available when the project is instituted
include legal description (lots and blocks). When key numbers are
assigned, up date City of Wichita records with numbers. This will
promote easier cross checking of records.

When letters of credit that were issued before April 16, 1985 expire
or developer requests a change, substitute new forms of assurances
and enforce them if any delinquency occurs.

When the developer applies for special assessment financing, have
the developer provide to the City of Wichita a certificate signed by
the Sedgwick County Clerk that the developer or any principals in
the proposed project do not have any delinquent taxes.

Another solution to the delinquent special problem would be for the City
of Wichita to get out of the business of providing subsidies to private
developers through special assessment financing.

If you wish to discuss this matter or require further information, do not
hesitate to contact my office.

ichael E. Lindeba
Director of Planning (Interim)
ML:LPM:rh
Attachment A: Development Policy Flow Chart
Attachment B: Irrevocable Letter of Credit
Attachment C: Affidavit




e e

Lt
THE CITY OF WICKITA

TO: Blen E. Dockery, Research and Budget Officer
o
FROM: Harry Robbins, Management Intern—

SUBJECT: Tax Sales and Foreclosures on Delinquent Real Estate

As per your request, I have gathered the following information on
tax foreclosures and sale of property for delinquent taxes. After a
review of the applicable state statutes, I met with Eob Rogers, ;
Sedgwick Co. Controller, for clarification of the Caunty's timetable
from when a property becomes delinquent to the actual tax sale.

In summary, any property with taxes due in June 1383 would not
come up for aucticon until Spring of 1986 or 1987 depending upon what
type of tax was delinquent. The period of time after the County
"hids" off the real estate considered for sale to the foreclosure
proceedings is called the "redemption pericd." For praperties with
both ad valorem and special assessment taxes due the redemption period
is 2 years. Property with all other delinquent taxes due has a
redempticon period of 3 years. Table I, below, summarizes the County's
timetable.

TABLE I
Dec. ¢ 1/2 taxes due for tax year.
June 2rd. half of taxes due plus any unpaid balance.

June fAny praperty with unpaid taxes considered for sale.
18% /yr interest starts on urnpaid taxes.

July 1 - +
July 1@ County Treasurer prepares list of delinquent
property (unpaid as of June &1).

September ist Tuesday - County bids off on delinquent
o . property. Redempticon pericd begins at this point.

2 year redenption pericod  for praperty with
delinquent ad valorem and special taxes due, but
no homestead exemptions. ;

3 year redemption for all other del inquent taxes.

September 1st Tuesday. Earliest date of filing foreclosures
on rzal estate with expired redemption perieds.
(2 or 32 years after "bid").

Spring (follawing year after September foreclosure filing).
jon held on foreclosed real estate.  Persons
\t af redemption may redeem property up to
§:00 pm of the day bafore the auction.
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Additional Information

Perscns having the right to redeem property (usually
the owner) may do so at any time up to S5:02 pm the day
before the foreclosure sale. If done during the 2 or
3 year redemption pericd an amount of the tax due plus
any interest is due. If done after the September
foreclosure filing but before the S:00 pm clasing
date, the tax due plus any interest, court costs, and
other charges is due.

A person having the right to redeem the property may
not bid on the property at the tax foreclosure sale.
Persons bidding at the sale must sign an affidavit
stating that they have had mo prior interest in the
property. This , however, does not completely remove
the possibility that cwners bid on their cwn property.

Cities may bid on property sold at tax sales provided
there are special assessments cornnected with the
property.

If the property in question is part of a bankruptcy
proceeding  the process redemption and foreclosure
stops until the proceedings are over, (usually ordered
by the irt) .

The county has around 75@ parcels of property

up for  sale. The auctions of the properties are
spread out to cone a month over a three month period
(252 pieces of property per auction). -

Bob Rogers was helpful in providing information where the
statutes were unclear, at least to the extent of cutlining the
County's timetable on the foreclosure sales. Because of the delay
between the redempt 1 perind expiration, forec ure filing, and
actual auction pr erty, a two year redemption represents a pericod
of three years (from delingquent to auction) and a three year
.redemption extends it to four years. From my analysis, there are two
avenues of relief — lobby to have the law changed to reduce
redemption pericods or attempt to pernalize delinguent taxpayers by
withholding permits, etc. It would seem to me that the latter avenue
would be more realistic because there would be a greater chance of
collecting unpaid amounts before the redemption pericod expires.

Please advise if further information or assistance is required.

Harvy Robbins
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Exhibit I
Summary of Applicable Statutes

All real estate taxes due and unpaid on June 21st draw interest
of 18 percent per year (1 1/2 % per month) until real estate is sold
for taxes by foreclosure or taxes are paid, (K.S.A. 73-2004; K.S.A.
79-2968) .

All real estate on which taxes have not been paid on or before
Jure 2@ ... shall be subject to sale, (K.S.A. 79-2301).

Petween July 1 and July 1@ of each year the county treasurer
“shall prepare a list subject to sale, describing the real estate, ...
for the amount of the delinquent taxes and legal charges due on the
real estate and that the sale will be on or after the first Tuesday of
September following publication of notice, " (K.S5.A. 79-2302). “

Real estate sold for delinguent taxes is sold as property and not
as the "property of any person or persons, * (K.S.A. 79-2315) .

Real estate bid off by the county for both delinquent taxes (ad
valorem) and special assessments shall be held by the county until the
expiration of two years from the date of sale, subject conly to the
right of redemption. Any owner ... may redeem the real estate d in
the sale at any time within two years after the sale by paying the
ccunty treasurer the a unt for which the real estate was sold plus
the interest accrued, (K.S.A. 79-24@1(a)).

Real estate bid off by the county for both delinquent taxes and
special assessments shall include only real estate an which there are
delinquent taxes of a general ad valorem property tax nature and
delinquent special assessments or other special taxes, located within
a special assessment district (where) public improvements were
installed by a city, wnty, or other municipality in response to a
petition or request of the landowners, (#.S.A. 79-2401(c)).

If at the expirat of the redemption pericd, the real estate
has not been redeemed, the real estate shall be disposed of by
~foreclosure and sale in the manner provided by K.S.A. 79-28021 et seq.,
(K. 5. A. 79-2401(d)).

Persons having right to redeem may purchase property up for sale
at public aucticn amount rot less than gudgment lien and interest
plus costs, charges, and expenses of the preceedings and sale, (K.S.A.
79-2804(n) ) .

Cities may buy real pstate offered for sale if special
assessments have been levied and remain due and unpaid at time of such
sale, (K.S.A. 79-2604(i)).
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Attachment A

Controller's Office Notifies
City Treasurer of property ¢
having delinquent specials
assessments with develop-

ment guarantee for payments
of special assessment and

Development Pol icy

Flow t

Developer contacts MAPD to
provide installation of Public
Improvements (streets, drain-
age, sanitary sewers, water
mains).

MAPD determines cost of project
(engineering design, construc-
tion, inspection, temporary note
interest, administration).

Developer required to put up
financial guarantee equal to 35%
of principal cost as well as sign
affidavit of no delinquent

specials. l

MAPD submits guarantee to De-
partments of Law and Adminis-
tration for review and approval
as to legal afé and financial
form. :

MAPD submits project to_City
Commission for aﬂprovales.u\
PN rJJI o cg-Nanct

o 0 el k‘
MAPD "iiaige]
cessful bidder.

g v uy Wb TR v
doude

Controller's office responsible
for renewing guarantees and
semiannually comparing key
numbers for property developed
under this policy and property
with delinquent specials.

l

Controller  releases financial
guarantee when the developer
provides evidence that certifi-
cates of occupancy have been
issued for at least 35% of the
development.
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THE CITY OF WICHITA

OFFICE OF Budget and Management & DATE September 16, 1986

TO Chris Cherches, City Manager

FROM Glen E. Dockery, Research and Budget Officer

SUBJECT Report on Tax Receipts
from Sedgwick County

The City Manager and the City Commission are aware of the problem
the City has experienced in 1986 receiving in a timely fashion

nd distributions from the County Treasurer. The problem was
initially discussed in relation to the local sales tax monies when
delays were experienced in receiving funds distributed by the
State through the County Treasurer's office.

) provide information to the City
Manager and the governing body concerning the City's experience in
1986 with the County Treasurer's Office for the distribution of
County-wide sales tax funds, the special City and County highway
gas tax Fund, and delinquent special assessment taxes.

County-wide Local Sales Tax

State statutes covering the local sales tax were amended by the
1986 legislature which corrects and streamlines distributions made
to cities. The first direct distribution from the State was re-
ceived September 4, 1986, somewhat earlier in the month than pre-
vious distributions from the County.

The purpose of this report is to

The following table illustrates the delays experienced in 1986 for
the County-wide sales tax from the County Treasurer and the esti-
mated interest loss to the City.

TABLE I

County-wide Sales Tax

Date Date
County City
Received Received Interest
from State from County Amount Lost

=]
[
=
o

2/4/86 2/12/86 $1,798,062
3/4/86 2,252,626
4/1/86 1,714,055
5/5/86 1,890,966
6/3/86 1,785,797
7/9/86 1,985,341
8/1/86 8/12/86 2,168,154

$ 2,796
4,380
2,333
2,731
2,257
2,867

4,330
$21,694

—
MNRuOuo

[
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. Page two
Chris Cherches
September 16, 1986
Sugject: Report on Tax Receipts from Sedgwick County

Representatives of the State have indicated that a reasonable
number of days required for the County Treasurer to make distri-
bution would be two to three days. From the above table, it can
be observed that in the majori Yy of cases the monthly distribu-
elayed seven or ys with a high of a 12-day
e August payment. This by the way was the last pay-
mg?t made by the County prior to the amended statute taking
effect, : :

Special City and County Highway Gas Tax Fund

The Special City and County Highway Gas Tax Fund distribution is a
split distribution with a direet payment received from the State
and a second distribution through the County Treasurer's Office,
In these type distribution formulas the County Treasurer's Office
acts merely as an agent for the State and has no direct control of
the funds to be distributed within Sedgwick County.

The following table illustrates the delays ‘experienced in receiv-
ing our distribution from the County Treasurer's Office,

TABLE II
Special City an ounty Highwa
as Tax Funds
==% __4dx runds

Received A Received # of

from from Days

State Count Amount Dela
58 $ »336

T 4124786 853,609 5/20/86 558,231 26

7/31/86 1,225,804 9/5/86 615,186 36

e above table on the number of

14 in January to 26 ip April and a 36-day

The average number of days delayed in

to approximately 13 days,” which ig a

for the County Treasurer to make what-
ed,

With one more payment to be received in October, (if this trend
continues), it ig estimated the City will lose approximately
$8,000-9,000 in interest earnings for 1986,




Page three

Chris Cherches

September 16, 1986

Subject: Report on Tax Receipts from Sedgwick County

Delinuem: Special Assessment Taxes

A Potentially more severe problem thanp the two funds dis
ove relates to the delinquent Special asses
is is a revenue Source to the General Debt a

was estimated to be in the amount of $1,100

gnificant
place the City in an ex-
ke the December 1 1986 bond

lating to delin, uent special

City does not qhave at this

ax information, Therefore,

eral Debt and Interest Fund
must b Prior year historical collection experience and the
amount of special assessments spread by the City in Previous
years,

From an historieal standpoint, the following table Presents anp
eight-year overview of special assessments levied ang collected,

TABLE 111

Special Assessment Le S _and Collections

Assessments
Certified Assessment ORI,
to Count Collections Uncollected e
———ounty ==——_fctions ————-ccted .

4,761,885 4,392,891 368,994 Liae
4,978,765 4,548,069 430,696 T
5,529,817 5,117,809 412,008 D
7,150,486 6,406,819 743,667 ey
12,848,736 11,635,597 1,213,139 “‘m"
15,012,225 13,552,965 1,459,260 ol 50
15,713,27} 14,591,918 1,121,356 e
16,254,615 14,705,171 1,549,444 .53%
17,344,932
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"Page four

Chris Cherches

September 16, 1986

Subject: Report on Tax Receipts from Sedgwick County

Delinquent Special Assessments Received

Delinquent taxes received by the City obviously relate directly to
the amount of specials spread and the amount of unccllected taxes
from the pPreceding years. For example, delinquent special assess-
ment receipts in the early and late 1970s amounted to less than
$200,000 to $300,000 annually, However, when the City

issue an incre f special

ment purposes,

increased delinquent specia

ing year. Thus, in 1983,

assessments  $413,395, 1984 h amount

and, in 1986, the total amounted to $1,091,565,

The following table Provides an historical overview of the dates
and the amount of delinquent special assessments received by the
City for the years 1984 and 1985,

TABLE 1V

Delinguent Special Assessments Received

1984 1985

6-18-84 775,613 1-04-85 $ 433,591
8-03-84 302,003 4-24-85 257,757
10-03-84 358,613 : 7-19-85 148,368
10-03-85 251,850

—_—
$1,436,229 : $1,091,565

-By previous memorandum, the City Commission was

City had not received delinquent

through August of 1986. This

collected over §1 million b »000 had
been distribured by July 19, 2

On September 4, 1986 a distribution for delinquent special assess-
ments was received frop the County in the amount of $178,453.
City staff was initially told by the County Treasurer this would
be ‘the only distribution of delinquent taxes made in 1986. The
amount received is $921,547 below the budgeted estimate.

While City staff
records,

.be $1 million les
considering the amo
on Table III,




g e TS

Fage five

Chris Cherches

September 17, 1986 .

Sugjectz Report on Tax Receipts from Sedgwick County

Apparently. € not confirmed in
writing, ¢ has discovered an additional $400,000
to $500,000 to be distributed to the City. Further discussions
will be held to determine the date we are to Treceive the additional

delinquencies and also if in fact a fourth quarter distribution
will be made, ;

For fiscal Planning Purposes and the six-year Capital Improvement

oiraln Projection, it js necessary for City staff to review his-
torical data relating to the collection of Special assessments,
Regardless of the outcome of the delinquent special assessment
distribution schedule, City staff will request access to Sedgwick
County Data Processing information in this area.

Gleh E, Dockery
Research and Budget Officer




foreclose on property with delinquent
special assessments according to this
timetable (i.e., two years, except for

. homesteads) if the city clerk certifies the

The Kansas Real Property

Ju

dicial Tax Foreclosure Process:
Policy and Procedure

County Administrator

David Corliss
Management Intern
Douglas County

Kansas local government officials are
keenly aware of the importance of the ad
valorem tax on real estate as a source of
revenue to finance essential local services.
Many of the same officials are aware that
the latent threat of judicial tax foreclosure
is a necessary feature of the property tax
collection process. These two factors com-
bine to make Kansas procedure and policy
concerning real estate tax foreclosure ac-
tions of interest to all people gathered
around the public fisc.

This article surveys Kansas law authoriz-
ing foreclosure suits for real property with
delinquent taxes and offers suggestions to
both the practitioner and policy-maker
blessed with this responsibility. Due to the
Leviathan nature of the chore, tax fore-
closure suits are often the victim of
and p i This

borne equitably by all those who share its
benefits.

A i s
ment of the tax suit, it is helptul to survey
the statutory provisions concerning re-
demption of property. K.S.A. 79-2301 et
seq. sets forth the procedure for redeem-
ing property on which taxes have not been
paid as of the twentieth day of June in each
year..On the first Tuesday of September,
real estate with unpaid taxes from the
preceding year is "bid-off" by the county
treasurer to the county for the amount of
delinquent taxes. This bidding off (or lien-
perfection) by the county begins the
redemption period under K.S.A. 79-24013
during which the property owner may re-
deem the real estate by paying to the
county the amount of the sale (delinquent
taxes), the interest accrued and other
costs. K.S. A, 79-2968 sets the interest rate

delay, h o y i the
number of defendants and tracts that are
eventually included in foreclosure suits re-
quiring even greater legal and abstract
work and even further delay. Filing regular
and timely f /! actions is i

for deli taxes at 18 percent per year.
Partial redemptions of less than the total
Amount due are authorized by law at this
“stage of the process,
K.5.A. 79-2401a provides for a two-year

the advisable path. While many property
owners with tax delinquencies are overly
ambitious developers or distant heirs of the
near-forgotten, unfortunately, some are
fixed-income homeowners for whom the
threat of 1 I can life-

period from the date of sale (to
the county), except for homestead prop-
erty under Section 9 of Article 15 of the
Kansas Constitution which is granted a
three-year redemption period. Subsection
{d) of K.5.A. 79-2401a provides that if at

changing decisions. Nowvithstanding these
facts, tax foreclosure sales can be seen as
serving an important public purpose — en-
suring that the costs of government are

the of the 1 period the
real estate has not been redeemed, the real
estate shall be disposed of by foreclosure
and sale in the manner provided by K.S.A.
79-2801 et seq. The county also may

public improvements for which the special
levied were d by

the fandowners.
In| preparing to file the actual tax fore-
clospre action, all of the owners or sup-
d owners of the real estate and
persons having or claiming to have any in-
terest in the property must be identified
/ecause K.S.A., 792801 requires the

_// county to name all such individuals and

corporations as defendants in the fore-
closure suit, Abstract and title companies
are skilled and eager to prepare an owner-
ship and title report in this regard. With the
list of owners and additional parties from
the abstract company identifying the de-
fendants, the next step is to locate them,
Finding addresses for certain defendants
will require little beyond the telephone
directory. However, property owners (and
their heirs, judgment creditors or mort-
gagees as the case may be) can be dif-
ficuit to locate.

Before the suit is filed, the board of
county commissioners must authorize the
county attorney or county counselor to in-
stitute the foreclosure action in the District
Court. If the tax foreclosure suit involves
numerous defendants, it may be advisabla
10 obtain a court order under K.S.A. 60-205
which will avoid the necessity of the county
and the defendants having to serve every
party with every pleading. Joinder of
defendant parties in one lawsuit is provided
for in K.S.A. 79-2802. Additionally, ap-

i ofan y for def in
the military service and as a guardian ad
litem is necessary under federal and state
law.

Under the provisions of the federal
Bankruptcy Code (11 U.S.C. Subsection
362(a)), the filing of a bankruptcy petition
automatically stays a real estate
foreclosure action. mmﬂ
receive copies of bankruptcy petitions from
the bankruptcy court clerk. Debtors listed
in active petitions should be checked
against property owners in the foreclosure
Suit to avoid violating the automatic stay
provisions of the code,

The tax foreclosure suit petition (which
must be filed in duplicate) must contain:

+  legal description and any applicable
city address for the delinquent property

w» the amount of taxes, charges, interest
and penslties chargeable to the property

» the names of the owner, supposed
owner and any parties having or claiming
to have an interest in the property

+= and the year the real estate was “bid-
off" by the county under K.S.A. 79-302
The petition should request that the court
determine the amount charged against the
property and also determine the identity of
the owner and interested parties. Finally,
the petition should request that the amount

KANSAS GOVERNMENT JOURNAL, OCTOBER 19868




due be adjudged a first and prior lien upon
the-ssaiestate and that the property be sold
at public sale for the satisfaction of the lien
and other expenses,

After the petition has been filed, pay-
ment of taxes upon the real estate included
in the petition no longer occurs under the
redemption provisions of K;S_A, 79-2401a;
instead K.S.A. 79-2803 governs post-
|petition redemption. At this stage, only the
owner, mortgagee or party claiming owner-
ship can redeem the property. Redemption
of property in the suit is accomplished by
completing an Application to Redeem in
the district court clerk’s office, tendering
court costs and paying the delinquent taxes
and interest to date in the treasurer’s of-
fice. The treasurer's office forwards a copy
of the Application to Redeem and paid tax
statements to the county counselor or at-
torney. He or she then prepares a motion
for dismissal for the various causes of ac-
tions which have been redeemed. The mo-
tion and order of dismissal is then mailed
to the defendants in the dismissed causes
of action,

Post-petition — unlike pre-petition —
redemptions must be for the full satisfac-
tion of taxes due on the property, not just
for the earlier delinquent taxes that made
the property eligible for the foreclosure suit.
In other words, partial redemptions are not

\ authorized by law after the filing of the

foreclosure petition.

While the service and summons of the
petition follow routine Kansas Civil Pro-
cedure, it is important to note that since
many property owners will not be located
and therefore not personally served, ser-
vice by publication will become a neces-
sity. If service is made by publication, the
notice, in addition to the requirements pre-
scribed by the Cade of Civil Procedure,
must contain a description of the real
estate.

Under K.S.A, 79-2803, tax foreclosure
suits “’shall have precedence over all other
actions except criminal cases,” in the
District Court. Tax foreclosure suits differ
from other forms of litigation in that most
defendants fail to answer, and those de-
fendants who do answer seldom set forth
adefense, Since there is rarely any factual
dispute, a jury trial is usually waived. Thus
once all defendants have been provided
notice — either by personal service or
Ppublication, a default judgment against the
defendants can be sought and a journal en-
try of judgment prepared for approval by
the court.

K.S.A. 79-2802 provides that the jour-
hal entry must particularize the judgment
lien amount and the owneris) for each
piece of real estate. The judgment lien
should include the statutory interest to date
and the costs, charges and expenses of the
swit (including abstracting expenses) and
anticipated cost of the sale (such as
publication and auction costs) chargeable
10 each piece of unredeemed property.

After judgment is rendered, the clerk of
the district court issues an order of sale to
the sheriff, who publishes legal notice of
the sale for three consecutive weeks. The
notice of sale describes the property and
judgment lien and fixes a sale date not less
than 30 days from the date of the first
publication.

The property is sold at public auction for
“the highest and best bid obtainable.” Tax
foreclosure sales will draw the keen atten-
tion of many neophyte real estate en-
trepreneurs fresh from no-money-down
seminars. The level of interest expressed
by potential purchasers will be determined
by the number and quality of unredeemed
pieces of real estate. It is certainly in the
interest of the county to encourage active
and monied participation in the auction.
One way in which Douglas county accom-|
modates public interest in such sales is by
agreeing to send the final notice of the sale
and the property included therein to any
individual providing the county with a self-
addressed, stamped envelope.

The successful bid may be for an amount
below the judgment lien. However, K.S.A.
79-2804g prohibits the sale of foreclosure
property directly (or indirectly) for an|
amount less than the judgment lien to any |
person having a statutory right to redeem |
the property. This proscription is enforced '
by K.S.A, 79-2804h which requires all pur-
chasers to file an affidavit with the distri
court clerk stating that the purchase of the
real estate was not made, either directly or.
indirectly, for any person having the
statutory right to redeem. If the property
sells for an amount greater than the judg-
ment lien, the owner or creditors can ob-
tain the excess by court order.

After the sale has been confirmed, the
sheriff executes a deed to the purchaser.
The sheriff's deed vests the purchaser with
fea simple title to the property subject only
to covenants and easements of record and
taxes which have become a lien on the
property since judgment was rendered. All
past tax liabilities, debts and liens are
removed, but the property remains liable
for all future taxes (and special
assessments).

The proceeds of the sale are paid by the
clerk of the district court to the county
treasurer, who has the responsibility under
K.S.A. 79-2805 to prorate to each fund, if
practicable, its proportionate interest in the
entire lien, As those familiar with mill levy
mathematics might presume, apportioning
the tax sale proceeds for each tract is a
time-consuming task.

K.S.A. 79-2804b provides that any ac-
tion to open or set-aside a tax foreclosure
suit or sale must be commenced within 12
months after the date the sale of real estate
was confirmed by the court. However,
most litigation surrounding tax foreclosure
actions concerns either the failure to sue
the proper owners and additional parties or
the failure to provide these individuals with
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adequate legal notice of the suit. The Kan-
sas Supreme Court has held the 12-month
time limitation in K.S.A. 79-2804b is
generally inapplicable against such parties
who claim a due process deficiency in the
tax foreclosure suit or sale. With this as
background, the importance of service and
legal notice to all owners, supposed owners
and parties claiming a legal interest in the
property is not easily exaggerated.
Kansas law governing tax foreclosure
provides a straightforward, albeit time-
consuming, procedure for the collection of
delinquent property taxes. Both the public
official and legal practitioner should ap-
preciate the duty to all taxpayers to
i d tax collection efforts.
As the tax collection agent for all other tax-
ing subdivisions, counties bear a special
obligation to ensure the prompt collection
of delinquent real estate taxes. The failure
to utilize the tax foreclosure mechanism
provided by state law only shifts a greater
tax burden on those who make timely pay-
ments, thereby increasing the inequities in
the property tax system.

Another Tax on
Tax-Exempt Income

Congress’ $9 billion tax package to fund
the costs of the toxic waste removal pro-
gram (Superfund) includes $2.5 billion to
be raised over five years through the alter-
native corporate 'book incomea*’ minimum
tax provision of the new tax reform legisla-
tion. Book income includes tax-exempt in-
terest income. .

The rate would be .12 percent for Super-
fund financing and would be assessed
against all corporations subject to the
minimum tax, including banks.

Although the President has threatened
to veto the legislation, it passed both
houses of Congress by overwhelming
margins.

Women Gubernatorial
Candidates Set Record

The National Leadership Conference of
Women Executives in State Government
reports that a record nine women can-
didates have won gubernatorial primaries
in 1986 statewide elections.

A record 20 women have sought gover-
norships in 1988, and eight states will have
women in this fall's general election, with
Nebraska having women candidates on
both Republican and Democratic tickets.

Kentucky Governor Martha Layne Col-
lins and Vermont Governor Madeleine
Kunin are currently the only incumbent
women governors, with Kunin up for re-
election this fall.
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October 9, 1986

Mr. Chris Cherches
Manager, City of Wichita
455 N. Main

Wichita, KS. 67202

Dear Chris: -

I am in complete agreement with you that improvements need to
be made concerning taxpayer payments of delinquent special
assessments. As I related to you in an earlier meeting, I am much
more interested in directing the efforts of this office towards
improving the collection of all taxes than in quibbling with the
City of Wichita about insignificant matters. With our 1limited
resources, I personally resent the time I've had to spend defending
my operation with Mr. Klose and Mr. Dockery and the Legal
Department. I assure you this time would be better spent in working
together with the taxing districts in developing plans to increase
collections.

With regards to assisting the City of Wichita in reduczng the
tax delinquency rates:

= 1. I recommend that all developers seeking building permits
be checked against the delinquent special list which we provide
to you. (If we can provide those lists on a gquarterly basis to
be more helpful, let me know.) If a developer claims he has
paid the delinquent taxes in question, the City Clerk has had
the capability to verify payments on our accounts receivable
records on-line for the past year.

2. I recommend that all developers requesting improvements
which will result in special assessments be required to post a
bond or letter of credit which may be collected on by the City
upon default. This would assist in protecting the City in the
event of insufficient proceeds from tax foreclosure sales to
cover delingquent specials.




/

chris Cherches
Page 2
October 9, 1986

For your information, tax foreclosures are not under my
jurisdiction. They are handled for the Board of County
Commissioners through the county Controller, Bob Rogers, who is
‘* directly responsible for the operation of the tax foreclosure
office. Bob has been aggressive in improving procedures in this
area and I am sure he would welcome discussion how we could improve
collections.

erely,

er cCoyY
Sedgwick County Treasurer

JMcC/na




. / Attachment C
AFFIDAVIT

STATE OF KANSAS )
§S:
SEDGNICK COUNTY

COMES NOW of lawful age, and
being first duly sworn, on oath states:

No party having a beneficial interest in the property in the proposed improve-
ment district for

has a beneficial interest in any property that is currently delinquent in payment of
special assessments for the financing of a public improvement constructed under the
authority of the City of Wichita, Kansas or other governmental entities in the State
of Kansas. The termm party, as used herein, includes individuals, partnerships,
general and limited partners, trustees, corporations, executive officers of major
corporations, and major (25 percent or greater interest holdings) stockholders of
corporations holding a beneficial interest in property included in the proposed
improvement district as previously stated.

Below, and/or on an attachment, is a list of all parties ho]ding a beneficial
interest in property in the proposed improvement district:

Yes No
[1 O3, there (is) (is not) an attached Tist of (additional) parties holding a

beneficial interest in property in the proposed improvement district.
FURTHER AFFIANT SAITH NOT.

SUBSCRIBED AND SWOKN TO before me this

Notary Public

W Appointment Expires:

e——

(0104F - Rev. 7/85)
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THE CITY OF WICHITA

OFFICE OI* Housinf & Economic
Development

Chris Cherches, City Manager

SUB. Status Report - Loss of City
Revenue from Special Tax
Assessments

On September 26th, a call from A. J. Sorres, a local investor, was
received relative to Special Assessment problems, which he identified
as follows:

1. Loss of revenue to City when property is sold at Tax
Foreclosure Sale;

2. Possibility of relaxing total balance duc requirements when
developers cannot make full payments -- to assist the City
inasmuch as taxes would not be fergiven, and to the developer
in time of financial haxdship.

Reduction of Special Asscsements to property owners as a
result of the City's refunding bond issues for such
improvements.

Brief discussion with the Legal Department has indicated if Specials
are forgiven upon tax sale, a review of existing legislation is needed
for immediate corrective action.

A briel review with the City Clexk, who in turn verified information

with the County, has revealed the following:
1. Special taxes are forgiven at Tax Forecclosure Sale.

Real Estate is being sold for pennies on the dollar,
Two examples:

a. One vith over $4,000 sold for $17.50; and,

b. Two with $6,787 cach sold for $900 cach.
Over 700 parcels will be sold in Spring of 1987,
Monies collected by County at sale applied:

a. Tirst to costs (court fees, appraisals, etc.)
b. Taxes

cit ESpecialiTe

Rainbow Takes Additica has 152 lats involved in forecl




_s Cherches. City Manager
-ober 23, 1986
age 2

Pat Miller met with Jeanne Lemon, Sedgwick County Tax Foreclosure
office, who was most cooperative.inproviding the following clarifica-
tion/recommendations:

1. Only delinquent Specials are forgiven.

2. Under existing system, foreclosure cannot start until
taxes are delinquent for at least two years. By actual
sale, three years of taxes are due:

She recommends that:

a., Delinquent period be reduced to amuch shorter period,
i.e., 6 months to 1 year.

b. Developers pay for improvements and Special Assessment.
Bonds not be issued for such purpose

Allocation/distribution of funds collected at tax sales are
handled by the County Treasurey and it is her understanding
the amount collected is prorated to costs and governmental
entities, regardless of how small the amount might be.

She is currently finalizing three tax foreclosure cases
involving over 700 parcels, of which about 80% are vacant
lots. Cases are to be finalized and filed with the court
in October with carliest sale dates of March, April and May
of 1987.

Even though individuals must sign a statement that they have
no current interest in the property they purchase, it is
felt that many arc sent by the owner of the prope e lhe
County is not allowed to transfer title to the individual who
purchases the property at the sale. This must be done by the
purchaser. Somec property simply remains in the name and
ownership of the individual who owed the taxes -- now per-
manently Forgiven! A new threc-year no-payment period begins.

7. Commencing with the next cases. she will provide copies of
all information on all foreclosure cases to HED.

Cursory review of KSA 79-2801 appcars to provide considerable latitude
to County relative to Tax Forcclosure matters -- including fund dispo-
sition. Even so, the City should have access and understand just exactly
how the process works and how the funds are being disbursed after sale.

A meeting was held with Lyle Botkin, Don Gisick, Pat Millex -and myself
on September 30th with the following information obtained.

1. County computer access is denied to City, so that infor-
mation necessary to determine magnitude of problem/loss
is currently unavailable.




i e, AR

. Cherches, City Han
sex 23, 19k :

County Treasurer requires written justification for
release of all information to insure City has "need
to know'. Discussion on uncooperative attitude of
County Treasurer with City staff.

The following HED information available, shared with
participants. All alarmed at rate of increase of
number of foreclosures and decrease of revenue
obtained at sales, and current projected increase:

Sale No. of Delinquent Sales“ Percent
Date Parcels Amount Amount’  Recovered

4-79 $ 12,879 45,27

4-81 ; 15,115 L 74.4%

9-82 19,622 : 34.8%

8-83 30,789 36.9%

7-84 401,277 7.8%

1985 375 Est UNKNOWHN

1986 700+ Est SALES SCHEDULE TOR MAR - MAY 1987

4. All agreed that in order to properly identify the
problem, City must immediatcly obtain Special Assess-
ment information on County Computer.

Agreed 1IED would request in writing three copies of
the Delinquent Special Assessment Tax Report from
County Treasurer. ;

Once information obtained, Controllexr's office will

review and provide information relative to all delin-

quent Specials -- not just those scheduled for fore-

closure at the next sales.
It is sugpested that the new Finance Director be requested to address
the problems presented in this memo. We need lepislation developed
on how the County handles Special Assessments and the Controller
should finalize his review of the current delinguent Special Assess-
ment problem. )

)

Iy
Don E.] Anderscn, Director
Housing & Economic Development

DEA/dh

cc: Bob Tinch
t Miller

Glen Dockery

Lyle Botkin
Don Gisick
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Attachment A

Controller's Office Notifies
City Treasurer of property
having delinquent specials
assessments with develop-
ment guarantee for payments
of special assessment and
penalty.

H_

Development Pol icy

Flow Chart

Developer contacts MAPD to
provide installation of Public
Improvements (streets, drain-
age, sanitary sewers, water
mains).

MAPD determines cost of project
(engineering design, construc-
tion, inspection, temporary note
interest, administration).

Developer required to put up
financial guarantee equal to 35%
of principal cost as well as sign
affidavit of no delinquent

specials. J/

MAPD submits guarantee to De-
partments of Law and Adminis-
tration for review and approval
as to legal and financial form.

MAPD submits project to City
Commission for approval and
awarding of contract.

MAPD awersle and Operation and
Maintenance monitors construc-
tion contract of successful

bidder. ‘l/

Controller's office responsible
for renewing guarantees and
semiannually comparing key
numbers for property developed
under this policy and property
with delinquent specials,

\L

Controller releases financial
guarantee when the developer
provides evidence that certifi-
cates of occupancy have been
issued for at least 35% of the
development.
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THE CITY OF WICHITA

4 B
OFFICE OF Housing and Economic DATE January 24, 1985 M"/QE{ f
Development
‘TO Russell L. Brenner, Director of Administration
FroM Don E., Anderson, Director of Housing and Economic Development
suBJEcT Information Regarding Delinquent

Special Assessments

1 am providing you with a letter from Joel Pollack dated
November 6th, wherein he asks specific questions regarding the
above subject.

During the November 29, 1984, meeting of the Economic Develop-
ment Commission, Rod Stewart requested information as follows:

1. How do we get the guarantee bond or letter of
credit cashed on a per-lot basis?

a. Do we need the requirements for the bond or
letter of credit rewritten?
b. Can we do it ourselves?
/ c. Do we need the state law changed?

2. How can we get our fair share of penalties and in-
terest on delinquent special assessments from the
county?

t a. Will the county give it to us freely?
b. Do we go to war with them in Topeka?

I believe you have provided some of the answers to these ques-
tions in previocus packets of information you have furnished EDC,
however, at this time I would like to request that you provide
my office with both a complete assemblage of previous informa-
tion you have furnished, along with any additional information
needed to be comprehensive in answering both Mr, Pollack's and
Mr. Stewart's questions.

Specifically, during the EDC meeting of January 24th, Mr. Pollack
outlined his desire to haye information as follows;

1. The actual amount of dollars lost as a result of
foreclosing on delinquent. specials for the last
five years,

2. The mechanics involved in a piece of property going
to tax sales as a result of delinquent special assess-
ment taxes.

W

o




Russell L. Brenner, Director of Administration

Page 2
January 24, 1985

3. An actual list of the properties that were involved
in these foreclosures.

4. What portion of the taxes were recovered as a result
of the tax sales?

I have asked Nelson Hall, working with the Law Department, to

| prepare a memorandum outlining the state law and the procedures
established at the county for tax sale and the exact mechanics
of how this works,

I would like to request your office provide answers to the re-
maining questions as soon as possible, so that all of this in-
| formation can be packaged and provided to the EDC/MAPC sub-

4 ,,L,/\pr

Dgn E. Anderson, Dir tor
Housing and Economi Development

‘DEA/NEH/ dh

cc: Joel Pollack, President EDC
E. H. Denton, City Manager
| Robert G. }lnch Deputy City Manager
| Robert A. Lakin, Director of Planrlng/
John Dekker, Director of Law
Nelson E. Hall, Industrial Development Officer

RECEIVE)

JAN?2 81925
METROPOLITAN PLANNING
ROUTE R e

D e
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ST FRANCIS REGIONAL MEDICALCENTER

November 6, 1984

* Don Anderson, Director
Department of Economic Development
City of Wichita
455 N. Main :
HWichita KS 67202

Dear Don:

1 recommend cancelling the November 8, 1984, Economic Development
Commission meeting. I do not know of any pressing matters of
Commission business that would occur during that period of time.

Assuming the City Commission does approve the requested extension

of time for logical and reasonable approach to a revised "development

policy for public improvements", I would hope that we could get the

appropriate background and technical information to the EDC as soon

as possible and no later than our next meeting of November 29, 1984,
A Specifically, the following items:

1. The amount and extent of excess cost that has occured
by virtue of deliquent specials.

2. Details.of deliquent special assessments over the past
5 to 7 years.

Details of total special assessments over the past 5 to
7 years.

Details of bonds issued relating to special assessments
over the past 5 to 7 years.

Any actual losses incurred by the city on special assessments.

Any other information appropriate to helping us make a
stronger and better policy for the benefit of the city,
the private sector, and the citizens of the city of Wichita.

Don, if we could receive the above data before our next meeting, it would
help us to be informed for the public hearing which I would like to see
held on December 13, 1984, j :

1 will be out of the city from Thursday, Hovember 8 thru November 22, 1984,
Please caﬂ_ me if you have any questions.

Sincerely, § ; :

Joel M. Pollack : EDC members

Incis £ Wichita, KS 67214 / 416268 - 5000
W By T S L4 T Brmriania AN e
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OFFICE OF THE CITY MANAGER November 7. 1984
CITY HALL — THIRTEENTH FLOOR 53
455 NORTH MAIN STREET
WICHITA, KANSAS £7202
(316) 268-4351

Mr. John Oliphant

Executive Vice President

Wichita Area Builders Association
730 North Main - Suite 1

. Wichita, KS 67203

Dear Mr. Oliphant:

During the Wichita City Commission meeting of October 16, 1984, you
presented a series of questions concerning the 35% development policy of
the city. We have reviewed your questions as part of our review of
possible changes to the policy. Our preliminary observations are as
follows:

1)  We believe that the use of special assessments to finance improvements
in new developments benefits all those you listed: the developer and
builder in reducing the need for up-front financing costs; the home
buyer in a lower interest rate and total interest paid for such
improvements; and the city in promoting greater developments and
increasing the tax base.

It is not possible to definitively answer how much property tax

revenue or employment was generated specifically because of the use of
special assessments. With or without special assessment financing,
houses would be built generating employment in the construction
Industry and taxes paid on those new houses. Whether the same or a

lesser level of development activity would occur in the absence of
special assessments is not fully demonstrable. We can agree, however,
that special assessment financing is an incentive to some degree.

The differences between 15-year special and 30-year homeowner
financing are (a) a lower interest rate for special assessments,
(b) lower total interest paid with specials because of the lower interest
- rate and a shorter pay-back period, and (c) possibly lower annual
payments. The degree of difference depends on the rate of interest
for homeowner financing compared with the rate of interest for
specials, both of which vary with the market. Assuming a total of
$10,000 in special assessments, 15-year specials at 9% interest, are
paid back $1,240.59 annually or $18,608.83 total for 15 years.
Conventional financing over 30 years at 14% interest results in $1,428
annual payments anq a total of $42,840 for 30 years.
-\

Eiyw Xud u"#w‘)p‘ =10
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Mr. John Oliphant
November 7, 1984
Page Two

5)

The standards for public improvements in new developments are set in
the subdivision standards. Irrespective of the method of financing
such improvements, we would expect the same high quality.

The annual financial report includes sections on "Special Assessment
Levies and Collections." For the most recent report for 1983, these
sections are on pages 65 and 121. The section on page 121 reports
total assessments for the year and the amount and percent collected.
Also shown are collections from prior years. All of the approximate
2.3 million dollars is delinquent and not collected. Approximately 1,45
million dollars is not collected from 1983 and the balance of
approximately $890,000 is delinguent from prior years. The county
has paid the city approximately $650,000 in delinquent special
assessment taxes since the July 28, 1984, data processing run. The
amount paid to the county and not paid to the city prior to the date of
the data processing run is not available to the city.

The current policy included several options for satisfying the 35%
criterion: construction activity on at least 35% of the lots, sales
contracts on at least 35% of the lots, and letters of credit or other
credit assurances covering at least 35% of the lots. We have judged
the letters of credit on those developments for which we have them to
be marginal in enforcement. One of the efforts we are making in our
review of the policy is to revise our letters of credit to make them
more enforceable. Because a principle concern of the city is to collect
the money on special assessments when they are due, we are also
seeking to revise the guarantees generally to directly relate the
guarantee to the payment of special assessments. Hence our focus on
eliminating construction activity and sales contracts as options. -

You added a last question orally about the city's loss on special
assessments. The answer here lies in relative terms on the time value
of money. If a banker is not paid on time for a loan, the banker may
eventually collect the actual principle and interest, but has lost the
option to invest that money in other ventures. Similarly, the city is
forced to pay the bonds on delinquent special assessments and must
lose the time value of that money. The city's problem is compounded
because another unit of government collects and keeps the interest and
penalties imposed as a result of the delinquency. With 2.3 million
dollars in delinquent special assessments, the city's loss is the cost to
finance that delinquency until the responsible parties finally pay. One
way to look at it might be to envision how much you could earn in

“Interest if you invested 2.3 million dollars -- very substantial, no

doubt. In addition to delinquencies on special assessments, the city is
carrying the interest differential between the interest on the bonds
payable and interest charged to property owners in the amount of
$287,480 in 1984 and an estimated $350,000 for 1985. This differential
Is recovered in the 10th through 15th year.
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Mr. John Oliphant
November 7, 1984
Page Three

We will continue to look at these issues you have raised as we continue to
review possible policy changes. The Economic Development Commission has
asked the City Commission for a 120-day period in which to fully examine

the current policy, conduct public hearings, and suggest changes. That

request was approved by the City Commission on November 6, 1984,

You and your association are invited to participate in the deliberations of
the Economic Development Commission and other groups. We have a common
interest in this matter to assist in the development of the community and
keep the cost to new home buyers as low as possible while insuring the
integrity of the public's tax funds. Together we can find a course of
action acceptable to all.

Sjrcerely,

E. H. Denton
City Manager

EHD/tpd

cc: The Honorable Board of City Commissioners
M?{:sell L. Brenner, Director of Administration
bert A. Lakin, Director of Planning
Don E. Anderson, Director of Housing/Economic Development




