Local Government Mandate Statement
Kentucky Legislative Research Commission
2026 Regular Session

Part I: Measure Information

Bill Request #: 2125 Bill #: HB 663
Document ID #: | 5358 Sponsor: | Rep. Lisa Willner
Bill Title: AN ACT relating to a property tax installment payment program.
Unit of City County Urban-County

Government: Charter County Consolidated Local Unified Local

Office(s) Impacted: Sherriff; County Clerk; Property Valuation Administrator

Requirement: Mandatory O Optional

Effect on Powers

& Duties: Modifies Existing 0 AddsNew [ Eliminates Existing
Ol Actuarial Analysis [ Corrections Impact

Other Fiscal Statement(s)
that may exist: [0 Health Benefit Mandate [ State Employee Health Plan

Part I1: Bill Provisions and the Estimated Fiscal Impact Relating to Local Government

HB 663 would create a new section of KRS Chapter 134 to establish a quarterly
installment payment program for real property taxes collected by a designated property
tax collector. The bill would define a designated property tax collector as either the
county sheriff or a special tax collector appointed by an independent school district board
of education. An eligible taxpayer would be defined as an individual with estimated real
property taxes of $200 or more for the assessment year.

Beginning January 1, 2029, the section would permit an eligible taxpayer to pay real
property taxes in four quarterly installments. Each designated property tax collector
would be required to create and administer the program and have it operational by that
date.

The section would require installment amounts to be estimated using the prior year’s

assessed taxes, unless the Department of Revenue allows an alternative base or updated
assessment information is received. The installment amount would be calculated by
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adding an administrative fee to the prior year’s total taxes and dividing the sum by four.
The county clerk would be required to provide finalized assessment and tax rate
information within 15 days after preparation of tax bills under KRS 133.220, and the
property valuation administrator would be required to notify the designated property tax
collector if a parcel’s assessment is expected to change by more than 25 percent. The
designated property tax collector would be required to adjust remaining installments
within 30 days of receiving updated information and notify the taxpayer, with
adjustments evenly divided among the remaining payments. Overpayments as of the
statutory due date could be applied to the following year’s tax bill or refunded at the
taxpayer’s request.

Before January 10, 2029, and each January 10 thereafter, the designated property tax
collector would be required to post program information on its website or the county
website and notify all eligible taxpayers of the program and participation requirements.
Full payment of the first installment by its due date would constitute enrollment, subject
to any alternative enrollment option or additional requirements established by the
department. The designated property tax collector would be required to provide at least
quarterly updates on payment status and outstanding balances and, when possible,
provide electronic access to required information, including estimated taxes, instaliment
amounts and due dates, payments made, outstanding balances, adjustments, and
explanations of possible changes and taxpayer duties. The preferred method of
communication and payment would be electronic, but the department would be required
to establish alternative methods to ensure availability.

The section would authorize the designated property tax collector to charge an
administrative fee for each installment, paid by participating taxpayers, separately stated,
and not exceeding 3 percent of the total taxes due. The 2 percent early payment discount
established by Section 3 of the Act would not apply to taxes paid under the installment
program. Penalties and interest would not be assessed for late installment payments under
the program, but standard penalties, interest, and collection processes would apply to
taxes that become delinquent after the statutory due date.

The Kentucky Department of Revenue would be required to promulgate administrative
regulations under KRS Chapter 13A to establish uniform guidelines and standards for the
program. Any designated property tax collector who fails to comply with the section or
related administrative regulations would be subject to penalties under KRS 134.990.

Section 2 of HB 663 would amend KRS 133.220 to require the sheriff or collector to
include specific tax payment information on tax notices for taxpayers participating in the
quarterly installment program. The notice would be required to state the total estimated
assessment used in calculating the installment payments, the total payments made by the
taxpayer to date, the actual assessment for the assessment year, the difference between
the estimated and actual assessment, and the amount due under the remaining
installments after adjustment to reflect the actual assessment.
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Section 3 of HB 663 would amend KRS 134.015 to provide that the two percent discount
for early payment would not apply to taxpayers paying under a quarterly installment
program established by Section 1 of the bill, even if the property taxes are paid in full by
November 1 of the assessment year. The section would also provide those taxes paid
under the quarterly installment program would not be eligible for the two percent
discount available under an alternative collection schedule (established if the regular
schedule is delayed), which allows a discount for tax bills paid in full within one full
month of the date the bills were mailed.

The fiscal impact of HB 663 is indeterminable.

The impact may vary by jurisdiction based on factors including the number of eligible
taxpayers who enroll, existing tax collection software, and staffing capacity.

Staff contacted the Kentucky Association of Counties (KACo) regarding the fiscal impact
of HB 663. KACo indicated that the legislation could have a negative fiscal impact on
sheriff’s offices due to increased administrative responsibilities. Implementing and
managing an installment payment program would likely require software upgrades and
additional personnel time. It is indeterminable what the total cost of these changes would
be or whether the authorized administrative fee of up to three percent would be sufficient
to offset those expenses. Similarly, of the two percent early payment discount for
taxpayers participating in the program could partially offset administrative costs,
although the magnitude of that offset is unclear.

The requirement that the county clerk provide finalized assessment and tax rate
information to the designated property tax collector within 15 days after the assessments
and tax rates are finalized could increase workload for county clerks or require additional
coordination within the annual billing cycle.

The requirement that the property valuation administrator notify the designated property
tax collector within 15 days when the estimated assessment of a parcel is expected to
increase or decrease by more than 25 percent from the previous year’s assessment could
create additional administrative responsibilities for property valuation administrators
related to monitoring assessment changes and communicating that information to the
designated property tax collector.

As installment payments would allow taxes to be paid throughout the year rather than
primarily in a single annual payment period, the timing of tax collections could change
for counties, cities, and other local taxing jurisdictions whose property taxes are collected
by the sheriff. To the extent taxpayers participate in the installment program, this change
could affect short term cash flow and financial planning for those jurisdictions.

Any designated property tax collector who fails to comply with the requirements of the
section or related administrative regulations would be subject to penalties under KRS
134.990. That statute provides for various fines for violations of property tax collection
requirements including a general fine ranging from ten dollars to five hundred dollars
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when no other penalty is specified. It is unknown whether any sheriff would incur such

penalties, and in some cases the liability may be personal to the sheriff rather than borne
by the local government.

Because participation in the installment program would be optional for taxpayers, the
magnitude of the fiscal impact on local governments would depend on the number of
taxpayers who elect to participate and may vary significantly among jurisdictions based
on the number of eligible taxpayers and the size of the local property tax base.

Data Source(s): KACo: LRC Staff

Preparer: AS Reviewer: JB (MDA) Date: 3/4/26

Page 4



