TEXAS PUBLIC POLICY FOUNDATION

UBI:I( POLICY

'_D._A EAll O 3N




Copyright ©2018 by the Texas Public Policy Foundation

Permission to reprint in whole or in part is hereby granted, provided
the Texas Public Policy Foundation and the author are properly cited.

The Texas Public Policy Foundation is a 501(c)3 non-profit,
non-partisan research institute.

The Foundation’s mission is to promote and defend liberty, personal
responsibility, and free enterprise in Texas and the nation by
educating and affecting policymakers and the Texas public policy
debate with academically sound research and outreach.

Funded by thousands of individuals, foundations, and corporations,
the Foundation does not accept government funds or contributions
to influence the outcomes of its research.

The public is demanding a different direction for their government,
and the Texas Public Policy Foundation is providing the ideas that
enable policymakers to chart that new course.

TEXAS PUBLIC POLICY FOUNDATION
901 Congress Ave., Austin, TX 78701
(512) 472-2700 Phone (512) 472-2728 Fax
www. TexasPolicy.com



Tax Lien Lending

The Issue

Every year thousands of Texas property owners find themselves in the unen-
viable position of falling behind on their property taxes either because of a
temporary financial setback or some other lack in liquid capital.

Fortunately, the competitive market has stepped in to offer these property owners
a way to satisfy their tax debt without having to trek through the delinquency
process, whose penalties, fees, and interest can add close to 50% onto a property
owner's final tax bill after just one year.

Called a tax lien transfer, this specialized lending practice offers Texas property
owners a reasonable means to take control of their outstanding tax debt by nego-
tiating a short-term loan with a licensed tax lender and then transferring the tax
lien that the government automatically attaches to the property as collateral for
the loan. This allows property owners to spread out their tax obligation over sev-
eral years rather than paying in a lump sum as is typically demanded by state law.

Over the past few years, Texas taxpayers have expressed a strong demand for
property tax lending services, driven in large part by sharp increases in Texas
property taxes, which have risen almost three times faster than household
income. That demand will not dissipate so long as property taxes continue to
overburden Texas taxpayers.

Nevertheless, despite the high demand for tax lien transfers, and despite their ap-
preciable benefit to Texas taxpayers, an ensemble of special interests have incited
fears over business practices within the tax lending market and have pushed for
legislation that restricts, if not eliminates, taxpayers access to much needed tax
assistance.

The effort has had some success. The Texas Tax Code already puts up extra bar-
riers for Texans with mortgaged properties, demanding that they wait until their
taxes turn delinquent before initiating a tax lien transfer. Put differently, these
Texans can only take action to resolve their tax debt after they start accumulating
penalties and interest.

In addition, the Texas Legislature considered no less than eight bills last session
aimed at curtailing tax lien loans, all of which failed. Proposed changes in HB
3222 and SB 1956 would have eliminated the tax lien’s superior priority over other
secured interests. Had it been enacted, the amendment would have effectively
ended tax lien lending as a sustainable commercial practice, denying Texas prop-
erty owners a cost-effective means of rectifying their tax debt. Such legislation
would not help Texas property owners; it would simply force them to confront
the penalties and foreclosure proceedings that accompany delinquency with no
prospect for relief.

The Facts

 The Office of Consumer Credit Commissioner reports that 72 licensed lend-
ers issued 12,960 property tax loans in 2016.
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Texas’ property taxes climbed 233% statewide from 1996 to 2016 or an aver-
age of 6.3% per year. Conversely, personal income increased by 199% or an
average of 5.7 per year.

After one year of delinquency, a property owner will have added 12% in inter-
est, 12% in late penalties, and somewhere between 15-20% in collection fees
onto their original tax bill.

The Finance Commission reports that a tax lien transfer could cost a taxpayer
substantially less than remaining in delinquency.

Recommendations

Amend §32.06(a-2) of the Texas Tax Code to eliminate its two-tier treatment
of Texans with mortgaged properties, specifically the requirement that these
property owners wait until their taxes have become delinquent before initiat-
ing a tax lien transfer.

Make no attempt to eliminate or alter the tax liens high priority status after it’s
been transferred to a third party.

Refrain from enacting any additional barrier to tax lien lending that restrict
and/or deny Texas property owners access to market-based tax relief.

Resources

Property Tax Lending Consolidated Volume Report Calendar Year 2016,

Texas Office of Consumer Credit Commissioner (Nov. 2017).

Tax Lien Lending Benefits Property Owners and Consumers by Bill Peacock,

Texas Public Policy Foundation (April 2015).

Tax Lien Transfers: A Reasonable Means of Rectifying Property Tax Debt

by Kathleen Hunker, Texas Public Policy Foundation (Dec. 2014).
Tax Lien Lending is a Cost-Effective Way to Manage Property Tax Debt

by Bill Peacock, Texas Public Policy Foundation (May 2014).

www. TexasPolicy.com

193



Experts

Kara Belew, Senior Education Policy Advisor, Center for Innovation in Education
kbelew@texaspolicy.com AREAS OF EXPERTISE: State Budget, Taxes, Public
Education Finance and Policy, Public Education Accountability

Derek Cohen, Ph.D., Director, Center for Effective Justice and Right on Crime
dcohen@texaspolicy.com AREAS OF EXPERTISE: Juvenile Justice Reform,
Victims' Rights, Overcriminalization, Constitutional Limitations on Corrections

The Hon. Chuck DeVore, VP of National Initiatives; Senior Fellow for Fiscal Policy
cdevore@texaspolicy.com AREAS OF EXPERTISE: Tax and Fiscal Policy, Elections,
Foreign Affairs, Military Affairs, Energy and Environmental Policy

Vance Ginn, Ph.D., Director, Center for Economic Prosperity; Senior Economist
vginn@texaspolicy.com AREAS OF EXPERTISE: State Budget and Tax Reform,
National and State Labor Market Trends, Tax and Expenditure Limits, Energy
Markets and Policy

Michael Haugen, Policy Analyst, Center for Effective Justice and Right on Crime
mhaugen@texaspolicy.com AREAS OF EXPERTISE: Civil Forfeiture,
Overcriminalization, Substance Abuse Policy

The Hon. Talmadge Heflin, Director, Center for Fiscal Policy
theflin@texaspolicy.com AREAS OF EXPERTISE: State Budget and Taxation,
Economic Stabilization Fund, Local Government Spending, Pension Reform,
Federal Funds

Haley Holik, Attorney, Center for Effective Justice and Right on Crime
hholik@texaspolicy.com AREAS OF EXPERTISE: Juvenile Justice, Grand Jury
Reform, Constitutional Limitations on Search and Seizure, Overcriminalization

Marc Levin, Esq., VP of Criminal Justice and Right on Crime
mlevin@texaspolicy.com AREAS OF EXPERTISE: Adult Corrections, Juvenile
Justice, Overcriminalization, Victim Empowerment and Restitution, Law
Enforcement, School Discipline

Thomas Lindsay, Ph.D., Director, Center for Innovation in Education
tlindsay@texaspolicy.com AREAS OF EXPERTISE: Higher Education, Culture Wars
(Political correctness, cultural decline, etc.), America’s Founding Principles, Online
Learning, Federalism, Tenth Amendment, Interstate Compacts

Brandon J. Logan, Ph. D., Director, Center for Families & Children
blogan@texaspolicy.com AREAS OF EXPERTISE: Child Welfare Policy, Foster
Care, Adoption, Family Law, Parental Rights

Bryan Mathew, Policy Analyst, Center for Local Governance
bmathew@texaspolicy.com AREAS OF EXPERTISE: Local Economic Regulation,
Local Economic Development, Municipal Annexation, Housing Affordability,
Property Rights, Special Districts

198 Texas Public Policy Foundation



2019-20 LEGISLATOR'S GUIDE TO THE ISSUES

Stephanie Matthews, /P of Public Affairs
smatthews@texaspolicy.com AREAS OF EXPERTISE: Workforce Development,
Charter Schools, School Choice, Virtual Learning

Jennifer Minjarez, Policy Analyst, Center for Health Care Policy
jminjarez@texaspolicy.com AREAS OF EXPERTISE: Medicaid Reform, Mid-Level
Providers, Medical and Dental Licensure Reform

Bill Peacock, VP of Research

bpeacock@texaspolicy.com AREAS OF EXPERTISE: Electricity Markets and
Renewable Energy, Insurance, Technology and Telecommunications, Tort Reform,
Property Rights, Economic Development, Consumer Issues

Randy Petersen, Senior Researcher, Center for Effective Justice and Right on Crime
rpetersen@texaspolicy.com AREAS OF EXPERTISE: Policing Policy, Diversion
Programs, Civil Asset Forfeiture

James Quintero, Director, Center for Local Governance
jquintero@texaspolicy.com AREAS OF EXPERTISE: Budgets, State and Local
Spending, Debt, Taxes, Transparency, Pensions

Kevin D. Roberts, Ph.D., Executive Director

kroberts@texaspolicy.com AREAS OF EXPERTISE: K-12 Education Growth,
Increasing Public School Efficiency, Education Choice, Higher Education, Tenth
Amendment

Emily Sass, Policy Analyst, Center for Innovation in Education
esass@texaspolicy.com AREAS OF EXPERTISE: K-12 Education, Education
Choice, School Finance, Civic Education, Charter Schools

Deane Waldman, Ph.D., Director, Center for Health Care Policy
dwaldman@texaspolicy.com AREAS OF EXPERTISE: Health Care, Medicaid,
Telemedicine, Scope of Practice, Regulatory Issues

The Hon. Kathleen Hartnett White, Distinguished Senior Fellow-in-Residence;
Director, Center for Energy & the Environment

khwhite@texaspolicy.com AREAS OF EXPERTISE: EPA Regulation, Energy and
Environmental Policy, Free Market Environmental Policies, Endangered Species
Act, Water Rights

www. TexasPolicy.com 199



The Texas Public Policy Foundation is a 501(c)3 non-profit,
non-partisan research institute.

The Foundation’s mission is to promote and defend liberty,
personal responsibility, and free enterprise in Texas and
the nation by educating and affecting policymakers and

the Texas public policy debate with academically
sound research and outreach.

Funded by thousands of individuals, foundations, and
corporations, the Foundation does not accept government
funds or contributions to influence the
outcomes of its research.

The public is demanding a different direction for their
government, and the Texas Public Policy Foundation is
providing the ideas that enable policymakers
to chart that new course.

ke TEUS PUBLI POLCY

A
;

901 Congress Ave., Austin, Texas 78701 | 512.472.2700 phone 512.472.2728 fax
www.TexasPolicy.com




