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Some of you may be familiar with the old 
adage, you only have to do two things in 
life, die and pay taxes. While some peo-

ple might add working out and watching your 
gluten intake, paying taxes still remains very 
true. For property taxes to be paid correctly, it is 
crucial for servicers to set up loans correctly on 
their system during the boarding process. Not 
doing so could lead to penalties or even the loss 
of a property. 

The tax line is a record in a loan servicing sys-
tem that includes all the data needed to identify 
when property taxes need to be paid, the amount 
of payment and what jurisdiction receives the 
payment. 

The following charts represent the monthly 
number of items and dollar amounts for occur-
rences of paying the wrong amount of property 
taxes. The information is based on LERETA 
national data from prior servicer/lender 

acquisitions from July 2015 through April 2016.
One important area to be cognizant of is the 

tax line, which includes all the data needed to 
identify when property taxes need to be paid, the 
amount and the jurisdiction to receive the pay-
ment. The line includes: 

>> The tax payee code is the unique number 
assigned to identify the tax collection jurisdic-
tion on the servicing system. This code cross-
references to another file that includes the taxing 
jurisdiction name and mailing information.

>> The tax identification number is the 
actual number assigned to the property by the 
taxing jurisdiction and is required when obtain-
ing any information from the taxing jurisdiction 
about the property.

>> The disbursement amount or last amount 
paid is the last amount paid to the taxing jurisdic-
tion for this tax line (can be an annual or install-
ment amount) and is updated with the current 
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amount to be paid when new taxes become due.
>> The due date is the date the servicer assigns 

to this line to alert them to an upcoming payment 
requirement (this date is based on business rules and 
is generally 15 to 30 days before taxes are due to the 
taxing jurisdiction).

>> The type is a code that identifies the type of 
taxes due, typically county property taxes, city taxes, 
school taxes and some non-standard payees, such as 
sewer taxes, garbage taxes, ground rents, etc. Servicers 
are required to report escrow payments annually to 
borrowers, and the tax type is used in preparing tax 
deductions on the borrower’s income tax return.

>> The term is used to identify the frequency the 
taxes are being paid, for example a Term of three 
indicates the annual taxes are being paid every three 
months, or quarterly (three months  x  four install-
ments  = 12 months).

>> Other codes as determined by the business 

rules of the servicer.
Servicers cannot rest on their laurels once the tax 

line is set up on a loan. It is extremely important that 
tax lines are monitored and maintained to ensure 
the accuracy of the data due and to any potential 
changes. Those changes could include new payees 
or the consolidation of taxing jurisdictions that no 
longer collects taxes, and how they are now col-
lected by the county or separating taxing jurisdic-
tions (a city decides to collect its own taxes instead 
of them being included by the county). There could 
also be changes in the due dates, contact informa-
tion or tax identification numbers.  

Servicers can either take on the responsibility of 
managing this process or work with a tax service ven-
dor that can offer and facilitate the tax line setup and 
tax line audit services on behalf of the servicer. Either 
way, the taxes have to be paid correctly, else penalties 
will be incurred, which no one wants to happen. v

Ted Smith is a vice president and client relations manager at LERETA. He has been with the company 
for nearly 17 years. Since 1986, LERETA has provided the mortgage and insurance industries the fastest, 
most accurate and complete access to property tax data and flood hazard status information across the 
U.S. LERETA is committed to giving customers extraordinary service and cost-effective property tax and 
flood solutions. LERETA’s services are designed to increase efficiency, reduce penalties and liabilities and 
improve processes for mortgage originators and servicers. LERETA’s dedicated teams of real estate tax 
and flood professionals along with LERETA’s experienced management team allow the company to lead 
the industry in service and technology.

Yo
ur

 V
oi

ce

Servicers can either take on the responsibility of managing 
this process or work with a tax service vendor that can  

offer and facilitate the tax line setup.


