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SUBJECT/TITLE
AN ACT relating to property taxes

SPONSOR
Representative Scott Brinkman

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban-County


Charter County

Consolidated Local

Program/

Office(s) Impacted:
 Legislative body of city or county; Local taxing districts; 

County Clerk; 

Sheriff

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing
X
Adds New
X
Eliminates Existing

PURPOSE/MECHANICS

HB 421 will generate an additional source of  revenue for local governments which will offset part of the cost of collecting delinquent property taxes.  The measure entitles local government entities to add "reasonable attorney fees and other costs" to the amount due upon the settlement of delinquent property tax bills.
Section 1 entitles a city electing to collect ad valorem taxes to also include "reasonable attorney fees and other costs" during the process of collecting delinquent tax bills.  The attorney fees and other costs would be added to the amount to be paid by the person who pays the tax claim.

Section 2 requires a county, city, or other taxing district with liens on property for delinquent tax bills to also include "costs and reasonable attorney fees" when collecting the tax bill or certificate of delinquency. The attorney fees and costs would be added to the amount to be paid by the person who pays the tax claim.

Section 3  requires the county to initially pay the actual cost of advertising in a newspaper each delinquent tax claim under KRS 134.440.  The advertising cost attributable to each tax claim would be added to the amount of the tax claim as a part of the certificate of delinquency, and paid by the person paying the tax claim.  The amount of the advertising cost collected would be distributed back to the county upon receipt of payment.

Section 4 entitles a private person to include actual and reasonable costs and attorney fees incurred in enforcing a certificate of delinquency. (no local government impact)

Section 5  requires that in counties other than a county containing a city of the first class or a consolidated local government,  the sheriff's fee for advertising ($5), the county clerk's add-on fee (10% of the amount due each taxing unit), and the county attorney's add-on fee (20% of the amount due each taxing unit) is excluded from the interest calculation except upon adoption of an ordinance by a county to include them in the calculation.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The fiscal impact of HB 421 on local government could include (1) additional minimal to moderate administrative costs; and (2) moderate to significant increases in revenues offsetting administrative costs.

Provisions of HB 421 that could cause local government to incur minimal to moderate administrative costs:

SYMBOL 183 \f "Symbol" \s 10 \h

Implementation of Section 1 of HB 421 requires an amendment to any current city 
ordinance that establishes procedures for the city collection of ad valorem taxes. The 
ordinance would need to be revised to add the collection of the "reasonable attorney fees 
and other costs".  The revised ordinance would presumably set specific attorney fees 
according to some criteria (size of the tax bill owed etc.) and further define what would be 
included under "other costs".  This could require expenditures customarily associated with 
amending an ordinance to include convening any necessary meeting of the city legislative 
body, and eliciting technical advice in the drafting of the amendment to the  ordinance plus 
setting of the attorney fee amounts.

SYMBOL 183 \f "Symbol" \s 10 \h

The requirement that the county (instead of the sheriff) initially pay the actual cost of 
advertising in the newspaper of each delinquent tax claim.  The advertising cost is 
subsequently added to the tax claim as a part of the certificate of delinquency and paid by 
the person who pays the tax claim.  This would cause the county to initially incur increased 
administrative costs but those costs would subsequently be reimbursed when the tax claim 
was paid.

A telephone survey of several county sheriff's offices found the following 2003 expenditures for newspaper advertising sale of delinquent tax claims: (ad ran once a week for three weeks)

County
Total Advertisement Costs
Total Delinquent Taxes
Total Number of Bills in List

Boone
$9,574
$1,429,957
14,600

Christian
$12,119
$401,689
2,007

Daviess
$15,909
$1,045,000
2,200

Hardin
$24,250
Not Available
45,148

Fayette
$38,824
$13,311,157
9,927

Madison
$13,500
Not Available
2,624

Warren
$14,169
$626,578
3,169

Provisions of HB 421 that could generate moderate to significant increases in revenues offsetting administrative costs:

SYMBOL 183 \f "Symbol" \s 10 \h
the addition of "reasonable attorney fees and other costs" to delinquent tax bills, with the 
fees and other costs borne by the person paying the tax bill instead of by the local 
government; and

SYMBOL 183 \f "Symbol" \s 10 \h

the addition of "costs and reasonable attorney fees" to delinquent tax bills of the county, 
city, or other taxing district's lien on property for delinquent tax bills.

The amount of attorney fees and other costs that would be newly added to the amount to be paid by the person who pays the delinquent tax claim is not known.  The amount of savings in administrative costs would depend upon the amount of the fees and costs to be assessed as determined by the local government entities
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