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STAFF REPORT





SUBJECT:	





Proposed Ordinance 2003-0388 would allow Records, Elections and Licensing Services to retain 5% of every dollar collected as a surcharge  on the recording of deeds of trust.





SUMMARY:





In May of this year, Substitute House Bill 1081 was enacted (Washington Law 289), adding to RCW 36.22 and 43.320 as follows:





…One dollar shall be charged by the county auditor at the time of recording of each deed of trust, which will be in addition to any other charge authorized by law.  The auditor may retain up to five percent of the funds collected to administer collection.  The remaining funds shall be transmitted monthly to the state treasurer who will deposit the funds into the mortgage lending fraud prosecution account created in section 2 of this act.  The department of financial institutions is responsible for the distribution of the funds in the account and shall, in consultation with the attorney general and local prosecutors, develop rules for the use of these funds to pursue criminal prosecution of fraudulent activities within the mortgage lending process.





…The mortgage lending fraud prosecution account is created in the custody of the state treasurer.  All receipts from the surcharge imposed in section 1 of this act, except those retained by the county auditor for administration, must be deposited into the account.  Except as otherwise provided in this section, expenditures from the account may be used only for criminal prosecution of fraudulent activities related to mortgage lending fraud crimes.  Only the director of the department of financial institutions or the director's designee may authorize expenditures from the account. 





This addition to the Revised Code of Washington requires King County to collect $1.00 surcharge on all newly recorded deeds of trust by Records, Elections and Licensing Services (REALS).  The revenue from this surcharge will be used by the state to cover prosecution expenses related to mortgage lending fraud.  To cover the cost of administering the surcharge, the county may retain 5% of the $1.00 surcharge.





As of August 27th, REALS has been unable to retain $1,503.00 in costs  because  legislation to authorize this action has not been enacted.  According to executive staff, in 2004 the county could expect to retain $11,000 in administration fees with 220,000 projected new recorded deeds of trust.





Mortgage fraud prosecution fees are held in CX fund account 44122 and remitted to the state on a monthly basis.





The effective date of the administrative fee is July 27th in the proposed ordinance.  However, after consulting with legal counsel, a striking amendment has been prepared eliminating the effective date.  This would prevent the enactment of a retroactive ordinance and would allow the effective date for collection to be the actual enactment date.





REASONABLENESS:





Enactment  of Proposed Ordinance 2003-0388 will allow King County to recapture costs associated with administering a state mandate and is a reasonable budget and policy decision.








INVITED:


Sean Bouffiou, Finance and HR Administrator, Records, Elections and Licensing Services





ATTACHMENTS:





Amendment A1 to Proposed Ordinance 2003-0388


Proposed Ordinance 2003-0388


Transmittal Letter, dated August 15, 2003


Fiscal Note


Washington Substitute Senate House Bill 1081�
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