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Fiscal Estimate Narratives
DOR 2/24/2014

LRB Number 13-3919/1 introduction Number SB-495 [Estimate Type  Original

Description

Requiring a demolition bond in foreclosure actions

Assumptions Used in Arriving at Fiscal Estimate

CURRENT LAW

When a building is deemed dilapidated and/or unsafe, the municipality within which the building is located
may order the property owner to repair his/her building so as to ensure the structure is reasonably safe. In
some cases, the municipality may order the property owner to raze the building when it is considered
unrepairable, or if the cost of repair would exceed a certain percentage of the property's assessed value. If
the owner does not comply with the repairing/razing order issued by the municipality, the municipality may
either: 1) take a legal action that could result in a court order requiring the owner to raze the building; or 2)
proceed to raze the building through either a public agency or a private contractor. The cost of razing may
be charged against the property and may be assessed and collected as a special charge.

PROPOSED LAW

Under the bill, the plaintiff in a mortgage foreclosure action is required to post a surety bond that will
guarantee reimbursement to the municipality for up to $15,000 in costs incurred by the municipality, if the
plaintiff's property is razed by the municipality during the foreclosure action. The bill requires that, if a
building is not razed, the bond be returned to the plaintiff upon the first of any of the following occurs: 1) the
foreclosure action is dismissed; 2) the mortgagor redeems the property (pays the amount owned); or 3) the
court confirms the sale of the property at the end of the foreclosure action. Also under the bill, any portion of
the cost charged against the real estate that is not reimbursed from funds withheld from an insurance
settlement (applicable only to the City of Milwaukee), or by the plaintiff in a foreclosure action against the
real estate, can only be assessed as a special charge, but may not be assessed as a special tax.

Special assessments, special charges, and special taxes are reported to the Department of Revenue (DOR)
on the Statement of Taxes (SOT) filed annually by municipalities. Until 2013 Wisconsin Act 87 was enacted,
the cost of razing or securing buiidings was charged as a special tax rather than as a special charge. The
attached table shows the special taxes that were placed on the tax rolls for the 2010-11, 2011-12, and 2012-
13 property tax years. The list includes only those municipalities for which a clearly specified amount was
charged for either razing or demolition. A total of approximately $2.4 million was placed on the tax rolis as a
special tax for razing in the past three years ($691,890 in 2010-11, $1,015,007 in 2011-12, and $710,356 in
2012-13). It is assumed that the surety bond that guarantees reimbursement to the municipality up to
$15,000 would cover most of the razing costs for typical residential structures, if not paid by a property
owner. As such, the amount of special charges municipalities assess to recover the costs of razing is
expected to decrease. Demolition/razing costs related to commercial, industrial, and certain residential
properties subject to foreclosure in excess of $15,000 would not be covered by the surety bonds. DOR does
not have data on the number or type of demolition/razing cases that occurred in each municipality shown in

the attached table. Further, DOR does not have the information regarding what portion of the special tax
charged was actually paid.

Prohibiting a 1st class city (Milwaukee) from assessing the portion of the razing cost that is not reimbursed
from funds withheld from an insurance settlement as a special tax does not have any fiscal impact, since the
City of Milwaukee retains responsibility for collecting unpaid property taxes and special charges under
current law.

Administrative costs to the DOR for updating its guidelines and other relevant materials and notifying
municipalities of the law change can be absorbed within current budgetary resources.

Long-Range Fiscal Implications
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