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president’s message

| National & State Issues for Legislators

all is in the air, cool mornings
and fall coats. It is time again
to turn off evaporative
| coolers and start heaters. Just
a key reminder to change filters, test

| batteries in the smoke alarms and in
 the carbon monoxide detectors, as
| this could saves lives and insurance
claims.

|
i
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We are approaching the November
elections; it is so important that we
get out the vote and that everyone votes. No matter our party
affiliation, it is our obligation to vote, not only as our constitutional
right, but in self-preservation. On the national level, several key
issues that might affect our industry include housing finance, tax,
and immigration reform. The House and Senate are scheduled to
return on November 12 for the lame-duck session. Congress will
then be faced with an agenda filled with must-pass items that
could broadly impact the multifamily industry.

On the state level, the county assessors are preparing a bill that
will address tax lightning, raising the current cap from 3% in 2015
to 5% in 2016, 7.5% in 2018, and ultimately reaching 10% in 2019.
The debate is the escalation of CAP limitations. The need for
change is in uniform agreement by RANM, AANM, HBA, as well as
many legislators. The intent of this approach is to reach parity with
property values by being current and correct within ten years.
There are many considerations and concerns on the effects of
these proposed changes, as there is no easy approach to undoing
the 2002 legislation capping property values. A companion bill
disclosing the sales price would help tax payers define what their
current and correct values are, making it easier to self-determine
values. Presently, the assessors have the values, and owners need
to obtain assistants to establish current and correct values of their
property. This has created a cottage industry of protesting taxes.
Seeking professional assistance is still a good thing, but need not
be the norm for a property owner to figure out their value.

After the November elections, AANM will host a free event to meet
and greet your (new) legislators for the coming year. Mark your
calendar for November 20 from 4:30-7pm at the Crowne Plaza.
Remember, the strength of our organization is your participation,
in both time and money. With your support, we can effect change,
by being relevant to you and our industry. The only thing worse
than no legislation is bad legislation, that is why we must work
together to create good legislation, and help influence our destiny.

AANM works to represent you and your concerns. We are allin the
same boat, therefore, it is important that we all row together in
the same direction. If fact, we supported (with a favorable
outcome) a formal tax board hearing appealing the assessor’s
decision of removing the cap when you change legal entities but
not ownership. For example when you refinance and are holding
your property in an LLC and are required by the lending institution
to remove it from the LLC and put it in your name for financing and
then returning the property to the LLC. This was a lending
requirement, not a change in ownership. See the Legal Corner
article on page 7 for more detail. In the final months of the year we
will prepare for the upcoming sixty-day legislative secession
starting in January.

Remember Casa Ball in November! This is our marquee event of
the year to raise money and awareness for Heading Home's efforts
to make homelessness rare, short-lived, and non-recurring. It was a
blast last year, and this year the committee has put a 1940's swing
on the night. Register now for November 15 at Sandia Resort and
Casino. Go to www.casaball.com for all the details.

| look forward to seeing you at Casa Ball Swing!
Sincerely,
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knowledge is power

| Looking to Raise Rentse What is Your Walk Score?
...and other millennial friendly thoughts

MILLENNIAL
HOUSING
INFOGRAPHIC ¢

MESeenials poclerto coliect
thirgs

+~ough few members of any given
z=neration want to be
stzreotyped, bottled up and

izbeled, we can see common traits
=—=~z3: cemographic peer groups, whether
- grzatest generation, the Baby
. Gen X, the Millennials (also known
2= CenY), orGenZ.

N Tznnials, the generation of individuals 18
= 3% years old, makes up 25% of our
z—=-zzn population, which totals 83 million
-=zc'z, but more than 75% of all new job
zrowth. Although they share a lot of ideals
= Baby Boomers {less is more, quality
=F 77ng is a premium, travel = adventure),
zlso are significantly different in that
multitask for 28 hours of a 24 hour day,

First generation o have
wuirkforce

lenn than 1 ar per person
iy 2020

3 . 7, r
Have closcr tiea to their social nel
work than their kcal community

semt AAND

have always known a world with a freemium
business model, collect experiences vs.
things and views jobs as a series of “gigs” as
they will have a dozen of them between
leaving college and turning 40.

My generation (X) had two kinds of kids:
those whose parents bought encyclopedias,
and those who had friends who purchased
encyclopedias. How did that define our
generation? Simple — if you wanted to
research, verify or challenge a statement
made, by say your parents, you had to find
an encyclopedia or library and spend
minutes, sometimes hours researching,
making your counter point late if not entirely
mute. Today’'s generation has instantaneous
access to an amazing amount of information

Everything a
miilennial cares

i aboutcanbe
% y folded intoa

that can be found an online with
a smart device. They have it
constantly, and they have no
qualms about challenging your
assumptions in realtime and in
your face.

Today's leading consumer grew
up with the constant feedback of
video-games, the creativity of
Lego blocks, and the desire to
measure their self worth on their
ability to implement immediate
effective change. They live in an
analog world that is full of
bureaucracy and they are
constantly looking for ways to
translate that to a frictionless
virtual world of efficient
creativity.

How does that impact our
industry?

As it relates to walkscores
(Millennials favorite apartment
searching websitefapp), we
know that high walk score
properties in  Albuquerque
garner a 24% rent premium.
Same for bike scores, and the closer you are
to mass transit options, the higher your rent
is. Need more info — check out AANM'’s
Market Outlook 2014.

As it relates to the apartment lease
transaction, we need to move to a simpler
model of credit cards, PayPal, Square
payments, or Apple pay with immediate
feedback and debits, or risk losing this
valuable segment of our market to those
who can figure out how to cater to their
needs for flexibility, scalability and creativity.
Look to your Apartment Association for
upcoming classes, seminars, lunches, and
articles on what we can do to embrace this
cultural change. !

about the author

Todd Clarke CCIM, owner of NM Apartment Advisors Inc., is a 4% generation New Mexican and Commercial Realtor who has been seling and consulting on
apartment buildings for 25 years and has interalional experience in studying demographic changes.
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legal corner

t looks like good tax news may be on

the way for New Mexico's independent

property owners, thanks to a recent

Bernalillo County decision involving the
thorny issue of tax lightning.

Earlier this fall, AANM intervened on behalf
of a Bernalillo County member whose prop-
erty taxes went up simply because he
changed his properties’ ownership structure.
The effort was successful, setting a prece-
dent for future tax lightning decisions.

THE BACKGROUND

As many know, New Mexico caps increases
in real estate values at 3% per year for tax
purposes. When property is sold, the cap
goes away and the property gets reassessed
at its current value. The result is often a
super-sized tax increase — tax lightning!

Tax lightning has lightened your wallet. Sell-
ers earn less for their properties because the
properties become more expensive for fu-
ture owners to operate. Buyers often must
increase rents to help pay for the higher
taxes if the market allows, or receive less net
income. Nobody is happy—not the seller,
the buyer or the resident.

The Supreme Court of New Mexico recently
ruled tax lightning to be constitutional and
consistent with New Mexico law, but the

| The Tax Lightning Strike That Missed

Apartment Assaciation of New Mexico has
been working on ways to provide relief for
those most affected by these tax increases.
However, in 2013, Bernalillo County added a
new wrinkle. The county began to rule that

putting property into (or taking it out of) a§

limited liability company was the same, for
tax purposes, as selling the property to to-
tally new owners. This meant that a change
in ownership structure was reason enough
to remove the 3% cap—even though the
new limited-liability company was owned by
exactly the same people!

SMALLER OWNERS HIT HARDEST

The new way of treating limited liability
companies hit independent owners more
than others. It is contrary to every reason for
having a cap on increases, but it's true. Lar-
ger companies have usually worked out their
structure long ago, but a smaller owner of-
ten needs to form limited-liability company
to protect their properties as their needs
evolve, and may even need to take it out of
the company for refinancing.

Earlier this year, two owners who got
“stung,” acting alone, challenged this broad
interpretation of tax lightning. In both cases,
the Bernalillo County Valuation Protests
Board upheld the County’s interpretation
and removed the 3% cap.

HeRE Is WHERE WE CAME IN.

This fall, AANM got involved in an appeal on
behalf one of our members, a retired local
owner with limited resources, to fight the
tax notice he'd received after changing the
structure of his ownership. As volunteers,
member Todd Clarke and | presented our
member’s case to the Bernalillo County
Valuation Protests Board on behalf of AANM
and the member. We're able to report that
the Board changed course, ruling that the
member’s transfer of ownership to a limited
liability company did not trigger tax lightning
since it didn't change the “proportion” of
ownership. In other words, no sale took
plage.

That's very good news for our member. And,
provided the Valuations Protest Board con-
tinues to follow this decision, it is also very
good news for all of Bernalillo County’s inde-
pendent property owners. ,‘I

about the author

Gene Vance, Esq., serves as Legal Counsel to.the Board of Diractors for the Apariment Associalion of New Mexico (AANM). Gene is an integral part of the
overall legal process of AANM forms, such as the New Mexico Owner-Residen! Relations Act booklet or the Residential Lease Agreement, offered at AANM,
Gene is also a past recipient of the AANM Tribules, Lifelime Achievement Award.

Questions? Please contact Gene:  505-247-1111  or gene@vancechavez.com
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