


s have: only very tecently recewed their
compietf: Lrnphcaaom are yet to be see

od” icgls]auon shake down and What does

odds, MAT, Managmg Partner of the’ South

firrs Imcgra Realty Resources and TRR:

bout the “point of sale” law’s 1mphcatlons,_

hut down a deal and explains the necessity.
‘who are keenly aware of the intricacies df:
ile the Legislature may review this decision
orm of 2006 may affect bank collateral and:

in¢rease mgnlﬁcantly because the tenants reimburse for prop-
m' most shoppmg centers. With a c;1gmﬁcant iricrease in

Hoteis‘ and apartments are the segment most affected by the liw

"frorn 4 value perspecnve Owners of these two: property types can't pass

. the property- tax ‘expense directly through to tenants, therefore the

ipact of the law, it helps to visualize two side-
ie. The properties pay the same amount in

tax law reform, both homeowners had
ciease on a yearly basis due to millage rate’.

¢ of the property had remained the same.

a feel-pood measure for residential ta'xpa?— 3

their property taxes increase each year, but
ts from the corporate world,” says Dodds.

the point of sale provision means that coun-
00 percent of its sales price in the year after
or more if the county deerns the actual price Jower
erious increase considering many countes

that are in the range of 50 to 75 percent

“inciease resalts in an immediate hit to the net income of the propetty;

or & lower market value. “In theory, a property could be worth less the
day after loan closing than the day before if the taxes arent addressed

- properly,” according to Debbie Hendrix, MAI, a Director with Integra

Realty Resources.

Property taxes are even more important when working wirth out-of-
state buyers who might not be aware of the South Carolina law. “I'm
aware of deals that fell apart ar the signing table when the buyer realized
that their property taxes on a commercial property were going to be
much higher than anticipated,” says Hendrix. “Property taxes can signif-
fcantly change the overall value of the property. A lot of angst and
potential Jawsuits can be prevented when the broker in charge, the
attorney and the appraiser understand the law.”

REO Properties

With the increasing amount of real estate owned (REO) property
within their portfolios, the annual property tax assessment is of major
importance to many banks. Having someone on staff whose sole respon-
sibility is to monitor tax assesstents is more than a good idea — it’s good
business sense for banks. Not only would a tax appeal potentially reduce
the burden to the bank while it owns the property, a tax reduction may
provide a greater enticement to a buyer of the property.

“Anything that was sold in 2007 will be reassessed in 2008,” says
Hendrix. “So let’s say a home’s tax value is $100,000. Like many
disgruntled property owners who are having their homes repossessed,
the owner trashed the house before they vacated. Now the property is
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only worth $75,000. A bank shouldn't have to just absorb that high tax
bill” One advantage of the new tax law is thar tax appeals can now be
done throughout the tax year and property owners, including banks,
should take advantage of this change.

The stigma attached o a foreclosure property can work in the banlds
favor. But who follows up on it? The special assets departments of the
banks have their hands full with just managing the inventory. “Appraisal
firms like Integra are receiving mote and more calls about assisting with
property tax management,” according to Dodds.

Going Forward

The tax reform of 2006 affects banks in every way possible. “Banlcers
need to make sure theyre working with a network of professionals that
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understands how the tax reform affects their interests,” says Dodds.
“A bank’s liability is greater when it isnt working with attorneys or
appraisers with a deep understanding of what the law means.”

Dodds also brings up a point about how the new law could affect
the South Carolina business climate. “In the fong run, this measure could
send out an unfriendly message to those looking to acquire property in
South Carolina. I can name two investors that no longer indude South
Carolina in their list of states that they will invest in.”

“That’s enough to wartrant bankers' attention no macter what,”
says Dodds.






