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Part I:  Measure Information

	Bill Request #:
	237


	Bill #:
	HB 62 HCS


	Bill Subject/Title:
	Filing of deeds in lieu of foreclosure with the county clerk


	Sponsor:
	Representative Dennis Horlander


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

	
	 
	Charter County
	 
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted
	City and county code enforcement offices, county clerks


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties
	X
	Modifies Existing
	 
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 62 amends KRS 382.110 to require a mortgage holder to record a deed in lieu of foreclosure in the county clerk’s office of the county in which the property is located no later than 30 days after the deed in lieu of foreclosure is executed.  A deed in lieu of foreclosure is a deed instrument in which a borrower conveys all interest in real property to the lender to satisfy a loan that is in default and to avoid foreclosure proceedings.  
HB 62 also amends KRS 382.990 to provide that a mortgage holder failing to record a deed within 30 days of execution is guilty of a violation and subject to a fine of up to $250.

In addition, HB 62 amends KRS 142.050 to clarify that a voluntary surrender under a mortgage in lieu of foreclosure proceeding is not subject to the real estate transfer tax.  
HB 62 HCS retains the original provisions of the bill but makes the following changes:  (1) specify that the requirement is to file, rather than record, a deed in lieu of foreclosure in the county clerk’s office, and (2) extend the deadline to file the deed from 30 days to 45 days after the deed in lieu of foreclosure is executed.

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The fiscal impact of HB 62 HCS on local government is expected to remain the same as the original bill, and to result in a minimal to moderate benefit for those local governments with code enforcement offices.  There is no fiscal impact on county clerks.
Local government code enforcement offices.   By requiring timely filing of a deed in lieu of foreclosure with the county clerks, local government code enforcement officers will be able to more readily identify the party responsible for maintaining the property and, if necessary, file a lien on the property owner for expenses incurred by the local government to clean up the property.

Due to the economic climate, local governments, particularly in the more urbanized areas of the state, have seen an increase in vacant or abandoned properties.  City officials described local code enforcement boards that spend many hours “spinning their wheels,” citing an owner of record of an abandoned property who turns out later not to be the owner.   In many cases, abandoned properties turn out to be owned by financial institutions holding deeds in lieu of foreclosure.  Financial institutions, often located out-of-state, may wait to file deeds in lieu of foreclosure until they sell the properties.  In the meantime, such properties, often already in poor condition, will deteriorate and local government is forced to step in and clear debris, board windows, and cut the grass.  These properties are susceptible to theft (copper and metal), vandalism, and arson.

The Clerk/Treasurer of the City of Bellevue reports that last year it had 32 abandoned properties with owners that could not be located.  For example, the city spent $425 to clean up just one of these properties and that does not include the cost of keeping the grass mowed.  While not all of the 32 abandoned properties in Bellevue are likely to be held by financial institutions with deeds in lieu of foreclosure, some probably are.

Requiring that all deeds in lieu of foreclosure be filed with the county clerk in a timely manner will save local government code enforcement officers time as well as local government expenses relating to maintaining abandoned properties. In addition, being able to locate property owners in a timely manner and requiring that they maintain their acquired properties is likely to also have a positive impact on local governments in terms of public safety and property values. 

County general fund.  Under KRS 142.050, county clerks are required to collect a tax on property transferred.  The tax is set at $.50 for each $500 and the county clerk is permitted to retain 5% of the tax and the balance is deposited in the county general fund.  BR 237 exempts deeds filed in lieu of foreclosure from the tax.  The exemption should not impact county government, however, since foreclosures are similarly exempted.

County Clerks.   Pursuant to KRS 64.012, county clerks receive $6 for each deed processed and no fiscal impact is anticipated for county clerks.      
     

	Data Source(s):
	LRC staff; League of Cities; City Clerk/Treasurer of Bellevue; Lexington-Fayette Urban County Government Code Enforcement Office; Louisville Metro Government Code Enforcement Office; County Clerk of Franklin County
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