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MEMORANDUM

DATE: MAY 14, 2016

TO: THE HONORABLE MAYOR AND MEMBERS OF CITY COUNCIL

FROM: MARK B. JINKS, CITY MANAGER /s/

DOCKET TITLE:
Public Hearing, Second Reading, and Final Passage of an Ordinance to Amend Section 3-2-183 of the City Code Related to
Delinquent Taxes, Penalty and Interest. [ROLL-CALL VOTE]

_________________________________________________________________

ISSUE:  Consideration of an ordinance to amend the City Code related to delinquent taxes, penalty and
interest.

RECOMMENDATION:  That City Council hold a public hearing and pass the proposed ordinance on
Saturday, May 14, 2016; an ordinance to change the amount of penalty applied to delinquent taxes within the
first 15 days of delinquency.

BACKGROUND:  During the FY 2017 budget development, the City Manager proposed and City Council
approved a change to the penalty applied to delinquent real property taxes.  Currently, a penalty is applied on
any taxes that remain unpaid in whole or part one day after the tax due date.  Real Estate taxes are due on June
15 and November 15 of each year.  The current penalty is 10 percent of the amount that remains unpaid or $10,
whichever is greater.  The proposed amendment change would provide some leniency for delinquent taxes that
are unpaid within the first 15 days by reducing the penalty from 10 percent to 5 percent.  After 15 days, all
unpaid taxes would be subject to a 10 percent penalty or $10, whichever is greater. Interest accrues at an
annual rate of 10 percent for the first year and 5 percent for each year thereafter, beginning the day after the tax
is due, and continues until all taxes, refuse fees and penalties are paid. The Code of Virginia does not allow for
waiver of tax, penalty or interest due to inability to pay.

A large number of taxpayers who incur a penalty seek a “waiver” of the penalty from the Finance Director.  By
law, however, the Director may only remove penalties in a very narrowly defined set of circumstances.
Specifically, if the failure to pay was due in any way to the fault of the taxpayer and the Finance Department,
then the applicable penalty must be imposed.  Any fault or mistake by the taxpayer - even if unintentional, even
if the bill is paid the very next day and even if the taxpayer has a decades-long history of timely payments -
mandates that the penalty be imposed.  The proposed change maintains the required clarity of when late
payment penalties must be imposed but reduces the out of pocket costs for missing a due date if paid within 15
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days.  By adopting the less punitive initial 5 percent penalty proposed, we would like to minimize what citizens
have told us they believe is an unduly harsh and very expensive sanction for what is most often an isolated
taxpayer oversight.

It should be noted that the penalty on the refuse fee, which is collected through the real estate tax bill, is not
impacted by this legislation.  Late payment of the City’s refuse fee will still result in a 10 percent penalty on
that fee.

FISCAL IMPACT:  Based on payment experience in Calendar Year 2015, staff estimates that this leniency
will result in a reduction of approximately $65,000 in revenue generated from late payment penalties.

ATTACHMENT:
1. Ordinance Cover Sheet
2. Ordinance

STAFF:
Laura Triggs, Deputy City Manager
Kendel Taylor, Director, Finance Department
Morgan Routt, Director, Office of Management & Budget
Martina Alexander, Budget/Management Analyst, OMB
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