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ALABAMA TAX LIENS AND TAX SALES – RECENT LEGISLATION 

I. 2024 LEGISLATION 

In 2024, three bills directly affecting tax sales were enacted: (i) Act 2024-83, (ii) Act 2024-261, 
and (iii) Act 2024-324. 

� Act 2024-83 pertains to the Sale of Land system. 

� Act 2024-261 pertains to both the Sale of Land and Sale of Lien systems. 

� Act 2024-324 pertains to the Sale of Lien system. 

Copies of these acts are attached to this outline.   

To understand the significance of these changes, it is helpful to review Alabama's two tax sale 
systems. 

II. OVERVIEW OF ALABAMA’S TAX SALE SYSTEMS

Alabama has two distinct systems for collecting delinquent ad valorem taxes: 

1. Sale of Land: Under this system, counties sell the delinquent taxpayer’s land at
public auction to recover unpaid taxes, accrued interest, and the costs of the sale. 
The highest bidder receives a certificate that can be exchanged for a deed if the 
property is not redeemed within three years. 

2. Sale of Lien: Established by the legislature in 2018, this system allows the county 
to sell a lien against the property to recover unpaid taxes. The winning bidder 
receives a lien on the property, which can later be foreclosed judicially if the taxes 
remain unpaid. The majority of Alabama counties have adopted this newer system. 

III. SALE OF LAND (Ala. Code §§ 40-10-1 through 40-10-143) 

Before 2019, all Alabama counties used the Sale of Land system. For properties that are 
delinquent as of January 1, the tax collector issues notices to the owner, and publishes notice of 
the auction date. Properties are sold at public auction to the highest bidder. If no one bids enough 
to cover the taxes, interest, and costs, the state automatically "bids in" the property. These 
properties are referred to as "sold to state" properties. 

After the sale, the tax collector issues a certificate of purchase (commonly known as a "tax 
certificate"). If the property is not redeemed within three years, the purchaser is entitled to a tax 
deed conveying all the right, title, and interest of the taxpayer and the state to the property.1

1 Alabama Code § 40-10-29. 
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A. Excess Bids 

Under the Sale of Land system, property is sold to the highest bidder at the auction, provided that 
the bid at least covers the past due taxes, interest, and sale costs. When the highest bid exceeds 
these amounts, the surplus funds (referred to as an "excess bid," "overbid," or "surplus") are held 
by the county subject to the requirements of Alabama Code § 40-10-28. 

B. Redemption from Tax Sales 

Any person or entity with an ownership interest, lien, or mortgage on the property at the time of 
the tax sale has the right to redeem. In Alabama, the right to redeem lasts for at least three years 
and can potentially extend indefinitely. There are two primary redemption periods: 

1. Statutory Redemption: 

This period begins when the property is sold and lasts for at least three years. During this time, 
any party with an interest in the property, including lienholders and mortgagees, can redeem it by 
paying the amount for which the land was sold, plus all subsequent taxes paid by the purchaser, 
and interest.2

When land is deemed to be sold to the state due to there being an insufficient bid at the auction, 
the time to redeem under § 40-10-120 is the greater of three years from the auction or until the 
state sells or assigns its interest in the land to an individual.  Section 40-10-120 also provides that 
a lienholder’s right to redeem continues for up to one year following written notice of the sale 
given by the purchaser.3

For properties located in an urban renewal or urban redevelopment project area, the purchaser is 
entitled to recover from the redeeming party casualty insurance premiums paid and the value of 
"permanent improvements" made on to the property, together with interest.  For properties 
containing a residential structure, the purchaser is entitled to recover casualty insurance premiums 
paid and the value of all "preservation improvements" made on the property, regardless of location, 
with interest.4

For properties sold before 2020, the interest rate on the redemption amount was 12% per annum, 
and for properties sold after January 1, 2020, the rate is 8%.  The redeeming party must pay interest 
on the excess bid, but only on the portion that does not exceed 15% of the property's market value.5

2 §§ 40-10-120(a) and -122(a). 

3 § 40-10-120(a). 

4 §40-10-122(b). 

5 §§ 40-10-83 and -122. 
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2. Judicial Redemption: 

After the statutory redemption period, a judicial right of redemption remains if the owner has 
retained possession of the property, even if the possession is constructive or scrambling.  Actual 
possession is not required.  This right may asserted through a lawsuit initiated by the redeeming 
party or in response to a suit filed by the tax sale purchaser seeking possession of the property.6

The redemption amount includes the same elements as the statutory redemption but may also 
include the purchaser's reasonable attorney's fees when the redemption is in response to the 
purchaser filing a lawsuit for possession.7

Although the judicial redemption right exists in the context of a lawsuit, it is common for an owner 
and purchaser to effectuate a "redemption" by agreement.  Under this approach, the purchaser and 
owner agree to an amount for which the purchaser will transfer its interest in the property (usually 
by quitclaim deed) to the owner.  The benefit of this approach is that it avoids the time and expense 
involved with a lawsuit.  

IV. SALE OF LIENS (ALA. CODE §§ 40-10-180 through 40-10-200) 

The Sale of Lien system, enacted in 2018, allows counties to sell tax liens at public auction to the 
bidder offering the lowest interest rate on redemption. Bidding starts at 12% per annum, and the 
winning bidder receives a tax lien certificate upon payment of the delinquent taxes, interest, and 
costs.8  If more than one bidder offers 0.00%, the tax collector determines the winner by drawing 
lots. 

Redemption: Anyone with an interest in the property can redeem it by paying the amount 
specified in the tax lien certificate plus interest at the rate bid.9

Foreclosure: After four years (formerly three) but no more than ten years, the lienholder 
may file a lawsuit to foreclose on the lien and quiet title. The right to redeem continues throughout 
the lawsuit until final judgment.10

6 § 40-10-82 and -83. 

7 § 40-10-83. 

8 §§ 40-10-182 through 40-10-184. 

9 § 40-10-193. 

10 § 40-10-197(h). 
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V. 2024 LEGISLATIVE CHANGES - Acts 2024-83, 2024-261, and 2024-324 

The following highlights many of the changes to the tax sale law resulting from the three new acts.  
For the specific details of all of the changes, each of the acts should be carefully reviewed. 

A. Act 2024-83 (Effective date: October 1, 2024 – Sale of Land) 

This act modifies sections of the Sale of Land statutes (§§ 40-10-132 and 40-10-134) pertaining to 
the “sold to state” properties described in Section III. These are the properties at county auctions 
that are deemed sold to the state because no one made the minimum bid. Over the years, the number 
of these properties held by the state has grown to tens of thousands. 

The act gives the state Land Commissioner the authority to sell properties held by the state for at 
least five years through public online auction. Starting January 1, 2025, the Land Commissioner 
may sell any "sold to state" properties held for more than five years via online public auction.11

Requirements for the online auction include: 

� The state must use a “nationally recognized auction company.”

� The property must not have an “active” price quote.

� The auction company will be paid a contingency fee not to exceed 15%, and all 
expenses will be borne by the company. 

� The auction company must give written notice to owners of record about the public 
auction. 

� The Department of Revenue must publish a notice of the auction date and time on 
its website for 30 days prior to the auction.12

B. Act 2024-261 (Effective date: October 1, 2024) 

Act 2024-261 was enacted in response to the U.S. Supreme Court’s 2023 unanimous decision in
Tyler v. Hennepin County, Minnesota, which held that while states may tax, seize, and sell 
property to recover taxes, any excess proceeds from the sale are subject to the Takings Clause. The 
Court ruled that states may only recover the taxes, interest, and related costs; any excess proceeds 
or equity in the property belong to the taxpayer.13

The year before, Alabama's own Supreme Court, in its unanimous Douglas v. Roper opinion, 
reached the same conclusion that the excess proceeds are property belonging to the owner: “The
right of a property owner to recover excess funds generated from a tax sale is a vested right that 

11 § 40-10-132(c). 

12 §§ 40-10-134(b)-(e). 

13 Tyler v. Hennepin County, Minnesota, 598 U.S. 631 (2023). 
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existed at common law... The excess funds stand in the place of the property and are representative 
of the owner’s vested ownership interest in the property.”14

Changes to the Sale of Land system (§ 40-10-28). 

After a tax sale, an owner has two independent rights: the right to the surplus funds and the right 
to redeem the property. Often, owners need to recover the surplus funds to redeem the property. 
Other times, they may not seek to redeem, but desire to receive the surplus from the sale of their 
property.  Prior to 2013, § 40-10-28 allowed an owner to recover the excess without having to 
redeem the property. However, amendments in 2013, 2014, and 2017 imposed as a condition to 
receiving the surplus that an owner first redeem the property, and provided counties would become 
the owners of any surplus funds held for more than 10 years. 

Act 2024-261 eliminates the redemption requirement for recovering surplus funds but introduces 
a new condition: owners may recover the surplus without redeeming, provided they first execute 
and record a release and waiver of any interest in the property and their right to redeem.15

Changes to the Sale of Lien system:  

Act 2024-261 also addresses Takings Clause concerns regarding the foreclosure of tax liens under 
the Sale of Lien system. The changes are intended to assure that all interested parties are given 
notice of the foreclosure and to provide those whose interests are being foreclosed the right to 
request a public auction so that any surplus value in the property being foreclosed can be returned 
to the owners. 

Key changes include: 

� The time a tax lien holder must wait to foreclose has been extended from three years 
to four years following the lien sale.16

� A tax lien certificate holder cannot foreclose without first paying all delinquent 
taxes.17

� Pre-suit notice requirements: Between 30 and 180 days before filing a foreclosure 
lawsuit, the lien holder must provide specific written notice to the property owner, 
mortgage holders, the tax collector, and anyone reasonably believed to have an 
interest in the property. This notice must be detailed in an affidavit and filed in the 
foreclosure lawsuit.18

14 Douglas v. Roper, 374 So.3d 652, 668 (Ala. 2022). 

15 § 40-10-28(b). 

16 § 40-10-197(a)(1). 

17 § 40-10-197(b). 

18 § 40-10-197(c)(1). 
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� Affidavit of notice: The lien holder must file an affidavit identifying the persons 
and entities notified and the research method used to identify them.19

� Pre-suit notice language: Specific language must be used.  Generally, the notice 
must warn that failure to answer within 30 days of service may result in default 
judgment, and that redemption rights exist until final judgment. It must also inform 
recipients that they may request a public auction of the property.20

� Foreclosure lawsuit format: The foreclosure lawsuit must include a specified 
warning to the defendants identifying the potential outcome of the lawsuit, and be 
filed as an in rem quiet title action with the corresponding procedural requirements, 
including the appointment of a guardian ad litem if necessary.21

� Court findings: Before entering a foreclosure judgment, the court make specific 
findings of fact, which include that the tax lien auction was valid, proper notice was 
sent, all liens are held by the plaintiff, no redemption has occurred, and no request 
for a public auction was made.22

� Default judgment: Default cannot be entered before the later of 30 days from filing 
the application and 90 days from the lawsuit filing date unless all defenses and 
rights are waived by the defendants.23

Owner Equity Protection – Right to Demand Public Auction 

Act 2024-261 adds a provision allowing anyone with redemption rights to demand a public auction 
before final judgment. Following such a demand, the court must appoint a commissioner to 
conduct an auction of the property.  The proceeds of the auction are to pay the auction costs, and 
the amount of the tax lien and recoverable fees and expenses, with any remaining surplus to be 
paid to the owner.24  All defenses to the foreclosure action must either be waived or adjudicated 
before the auction may occur. 

C. Act 2024-324 (Effective date: June 1, 2024 – Sale of Lien system) 

This act addresses the payment of property taxes following an initial tax lien sale. The winning 
bidder has the right to pay subsequent taxes and maintain the lien, but often bidders fail to do so, 
resulting in another lien sale.  

19 § 40-10-197(c)(2). 

20 § 40-10-197(c)(3). 

21 § 40-10-197(d)(1)-(2). 

22 § 40-10-197(e)(1). 

23 § 40-10-197(e)(2)c. 

24 § 40-10-197(i)(1)-(7). 
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Act 2024-324 introduces the following changes: 

� Tax lien auctions will include unpaid taxes, interest, fees, penalties, and prior years’
costs, plus a $45 administrative fee. If a previous tax lien holder failed to exercise 
their first right of purchase, their redemption amount is rolled into the subsequent 
sale.25

� Title report fees for bringing a foreclosure and quiet title action are recoverable.26

� Before obtaining title, a tax lien holder has no right to enter or possess the property, 
or to make repairs or alterations, and they are not liable for code violations.27

� The time during which counties can sell unsold properties at private sales is no 
longer limited to the 45 days following an auction.  Counties may now conduct 
private sales at any time after the public auctions.28

25 § 40-10-184(b). 

26 § 40-10-193(a)(2). 

27 § 40-10-198(c). 

28 § 40-10-199(a). 



ALABAMA TAX SALE LAW CHANGES COMPARISON TABLE

Topic Pre-2024 Law Post-2024 Law

Surplus Funds Recovery (Sale of Land)

Owner generally had to redeem property before recovering 

surplus funds; counties could keep surplus after 10 years.

Act 2024-261: Redemption not required to recover surplus; must 

execute and record waiver of property interest and redemption 

rights.

Sale of 'Sold to State' Properties (Sale of Land)

State Land Commissioner sold such properties via negotiated 

sale; no online auction process for properties >5 years.

Act 2024-83: Online public auction allowed for 'sold to state' 

properties >5 years, using nationally recognized auction 

company.

Foreclosure Timing (Sale of Lien) Lienholder could foreclose after 3 years from lien sale.

Act 2024-261: Foreclosure wait extended to 4 years from lien 

sale.

Pre-Suit Notice Requirements (Sale of Lien)

Notice requirements less structured; no statutory affidavit 

requirement.

Act 2024-261: Detailed notice required 30â€“180 days pre-suit to 

owners, lienholders, tax collector; affidavit required with lawsuit.

Owner Right to Public Auction (Sale of Lien)

No explicit statutory right for owners to demand public 

auction before foreclosure judgment.

Act 2024-261: Owners (or anyone with redemption rights) can 

demand public auction; surplus proceeds to owner.

Private Sales of Unsold Properties (Sale of Lien)

Counties limited to 45 days after auction for private sales of 

unsold properties.

Act 2024-324: Counties may conduct private sales of unsold 

properties any time after public auction.

9
























































































